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18Food marketing

Takahide Yamaguchi

Key points
� Marketing activities are implemented by companies and organizations in the food industry ‘to create

value for customers’ and ‘to build strong customer relationships’.
� Marketers have to understand their markets and customers to formulate a marketing strategy for gaining

competitive advantages.

18.1 Introduction

Marketing activities are generally carried out in all
types of industries. To a large extent, the kinds of mar-
keting activities carried out are common across all in-
dustries. However, the nature of the industry does
lead to some differences in the activities. This implies
that the methodology of marketing can be applied
to many industries, albeit with some modifications.
Marketing can also be applied to the ‘food’ industry.
There exist marketing books that offer information
about the general methodologies and theories of mar-
keting based on studies of food companies. Basic text-
books will contain case studies on Nestlé, Unilever,
Coca-Cola, etc. McDonald’s is a popular case in re-
cent years. Food companies contribute to the devel-
opment of marketing theory as objects of case study.

However, discussions on a common marketing
methodology for the entire food industry are con-
fronted with one difficulty. ‘Food’ is a general term
for edible products that human beings ingest in daily

life. The companies mentioned above produce dif-
ferent kinds of food. Nestlé is famous for dairy
products, chocolate, coffee, etc. Unilever makes mar-
garine, Coca-Cola is a soft drink company and Mc-
Donald’s is a hamburger chain. All these companies
are included under the broad classification of the
‘food industry’ despite the fact that they produce dif-
ferent kinds of food. In addition, companies that pro-
duce perishable food, canned food, frozen food, pro-
cessed food, drinking water, alcoholic beverages, etc.
are also classified under the same umbrella. The food
industry comprises plural sub-industries. Therefore,
there is a need to consider many types of marketing
applications that correspond to the different products
in the food industry.

In this chapter, the marketing activities imple-
mented by companies and organizations in the food
industry are described as ‘food marketing’. As men-
tioned above, the food industry covers a wide range
of products, and each product needs the application
of different marketing activities. It is impossible to
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explain all the activities in this chapter. However,
while explaining basic food marketing, we will
describe the marketing activities of some food com-
panies. Food marketing will be explained in the fol-
lowing manner. We will begin by describing the mar-
keting concept and the marketing process in order to
explain the definition of marketing. In the following
sections, we will explain marketing research, the for-
mulation of a marketing strategy and the devising of
a marketing plan.

18.2 Marketing principles

In this section we:

� discuss the nature and intent of the marketing
concept;

� determine the marketing process;
� apply social, legal, ethical and environmental prin-

ciples to marketing situations.

18.2.1 The marketing concept

Our first question is ‘What is marketing?’ You are
aware that TV commercials and big signboards on
the roofs of buildings are a part of marketing ac-
tivities. When you read newspapers and magazines,
you come across a huge amount of advertising. Ad-
vertising is an important part of marketing. Some-
times, you are requested to sample new products,
such as a new flavour of cheese or a new taste of
beer, in a supermarket. Sales people explain to you
how the new sample differs from existing products.
This selling activity is also a part of marketing. Thus,
we see some examples of marketing activity in our
daily lives. However, advertising and selling consti-
tute only a part of marketing.

Today, marketing is considered to have a broader
and deeper meaning than in the past. Kotler and
Armstrong (2006) define marketing thus:

‘Marketing is the process by which companies cre-
ate value for customers and build strong customer
relationships in order to capture value from cus-
tomers in return.’

This definition comprises two parts. The first part
is ‘to create value for customers’. Marketing begins
with understanding the customer’s needs and wants.

Finding potential needs and wants that the customer
is still unaware of also plays a key role. In order to
create value for customers, it is necessary to realize
customers’ needs and wants. Knorr’s soup stock was
accepted by customers since it realized one such cus-
tomer need: it not only reduced the soup to powder
but also met the demand for quick and easy soup
preparation.

The second part of the definition is ‘to build strong
customer relationships’. This part suggests that the
goal of marketing is to capture value from the cus-
tomer. In order to deliver the value created to the cus-
tomer, many kinds of activities are carried out, such
as advertising and sales promotion. Further, once a
customer buys a product, some measures must be
taken to ensure that he/she makes repeat purchases.
It is important to establish the brand name for the
customer to recognize the product.

18.2.2 The marketing process

As mentioned above, the aim of marketing is to cap-
ture value from the customer. To arrive at this value,
marketers go through five steps, which are collec-
tively referred to as the ‘marketing process’ (Kotler
and Armstrong, 2006):

1 Understand the marketplace and customer needs
and wants.

2 Design a customer-driven marketing strategy.
3 Construct a marketing programme that delivers su-

perior value.
4 Build profitable relationships and create customer

delight.
5 Capture value from customers to create profits and

customer equity.

The first step of the marketing process requires
marketers to obtain an understanding of their mar-
ketplace and customers. Marketing research is one
method to understand the market. Marketers need
to understand the main influences on the marketing
activities within the macro and micro environments
and on customer behaviour. Further, they need to col-
lect, analyse and evaluate information and data by
using different methods.

The second step is to design a customer-driven
marketing strategy. Marketing strategy formulation
depends on the targeted customers; therefore, mar-
keters are forced to decide who their customers are.
In other words, it is important for marketers to carry
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out market segmentation and to deliver their goods
to their target customers.

The third step is to prepare a practical market-
ing programme. The preparation of the marketing
programme begins with planning the details of the
marketing mix. The marketing mix is a combination
of the firm’s marketing tools – product, price, pro-
motion and place. These marketing tools are known
as the ‘four Ps’. By controlling these four Ps, firms
need to draft a marketing programme that will meet
the wants of the target market.

The fourth step consists of two parts. The first part
is customer relationship management, and the sec-
ond part is partner relationship management. The
former pertains to the manner in which firms build
relationships with their customers, while the latter
pertains to how firms build relationships with their
trade partners.

The final step of the marketing process is aimed at
capturing value from the customer. Firms attempt to
build customer loyalty by enhancing customer satis-
faction. They focus not only on increasing their mar-
ket share but also on increasing customers’ mind
share. By building customer loyalty, firms are able to
increase their profits substantially.

In the following sections, the marketing process for
food marketing is discussed in detail.

18.2.3 Application of social, legal, ethical and
environmental principles to marketing situations

Before explaining the marketing process, it is impor-
tant to discuss corporate social responsibility (CSR).
The concept of CSR is not new. McGuire (1963) de-
fined it as follows:

‘The idea of social responsibility supposes that the
corporation has not only economic and legal obli-
gations, but also certain responsibilities to society
which extend beyond these obligations.’

The economic responsibilities demand that the cor-
poration should produce goods and services that so-
ciety wants and sell them at fair prices (Carroll, 1996).
Fair prices do not naturally imply low prices. Rather,
a fair price is one that includes dividends to the in-
vestors and sufficient profits for the continuance of
the business. In recent years, legal responsibilities
have come to the fore due to the keen market com-
petition. Compliance with laws is an important as-
pect of a business’s responsibilities. However, a com-

pany’s ethical responsibilities toward society go be-
yond its economic and legal obligations. Ethical re-
sponsibilities embrace those activities and practices
that are expected or prohibited by societal members
even though they are not codified into law (Carroll,
1996).

The application of CSR to marketing situations is
linked to producing a positive image that the com-
pany contributes to society and that its existence is
valuable to society. The positive image is not a tangi-
ble asset of the company but is stored in the minds
of customers. Thus, neglecting CSR can lead to ma-
jor problems. For example, when Snow Brand Milk
failed to prioritize CSR, it not only destroyed its
favourable reputation in the Japanese market but also
incurred huge losses in its milk business. In 2000,
low-fat milk produced by Snow Brand Milk led to
rampant food poisoning. The ensuing investigation
revealed that the production process, although com-
pliant with the existing laws, was unacceptable to
consumers. However, Snow Brand Milk failed to take
appropriate measures to regain consumer confidence
in its products. As a result, its brand value plum-
meted and it lost market share.

A discussion on CSR includes various topics, in-
cluding the important topic of environment protec-
tion. The significance of this topic came to light
with the environmental pollution of the 1970s. In the
1980s, there emerged the so-called global environ-
mental problems, such as global warming, depletion
of the ozone layer, reckless deforestation and sea pol-
lution. However, environment protection has rarely
been discussed in the context of marketing. In 1992,
Peattie suggested the concept of ‘green marketing’.
Green marketing proposes the development of a new
marketing method to cope with both the pursuit of
benefits and a reduction in the environmental load.
For companies to build their reputation in the mar-
ket, it is important that they carry out green market-
ing. In addition, customers who are very sensitive to
global environmental problems constitute an impor-
tant market that firms cannot afford to ignore.

18.3 Marketing research

In this section we look at how to:

� understand the main influences on the marketing
process within the macro and micro environments;
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� analyse and respond to the issues associated with
buying behaviour in both consumer and organiza-
tional markets;

� evaluate the need for information in marketing and
understand the different methods of collecting and
analysing data;

� apply the marketing research process in selected
food markets.

As the first step of the marketing process, it is
important for marketers to understand their mar-
ketplace and customer needs and wants. Therefore,
marketers research markets and customers, analyse
consumer behaviour and establish methods of col-
lecting and analysing many kinds of data. This is ex-
plained in the following section. Later, we present an
example of the entire marketing research process in a
food market.

18.3.1 The macro and micro environments of
a company

For effective marketing, marketers need to under-
stand all relationships that surround the company.
These relationships are called the ‘marketing envi-
ronment’. The marketing environment consists of the
actors and forces outside marketing that affect mar-
keting management’s ability to build and maintain
successful relationships with target customers (Kotler
and Armstrong, 2006, p. 60). It is imperative that com-
panies adapt to the changing environment.

The marketing environment comprises a macro en-
vironment and a micro environment. A company’s
macro environment is formed of some societal forces
that influence its marketing activities. Generally, the
following forces are considered to constitute the
macro environment (Kotler and Armstrong, 2006):

� Demographic environment: demography is the sci-
entific study of the human population. It includes
the study of the size, structure and distribution
of populations and how populations change over
time. For example, the baby boomers, who were
born between 1946 and 1964, have become the
most powerful market. Developing products for
this market has gained prominence.

� Economic environment: this comprises the level
and distribution of the income effect and con-
sumers’ purchasing power and purchasing pat-
terns. In the case of a company that approaches a
foreign market, the price of the imported food is

higher than the price of the local food. Therefore, it
is important to know the size of the market for the
high-priced product.

� Natural environment: concern for the global envi-
ronment has been increasing steadily. Companies
need to develop products that do not lead to global
warming and air and water pollution. Moreover,
the production processes should be modified to
suit this need.

� Technological environment: new technologies cre-
ate new markets and opportunities. In addition,
new technology replaces older technology. Mar-
keters should not ignore technological changes.
New technology also creates new regulations. For
example, it is mandatory to check the safety of ge-
netically modified organism (GMO) foods before
they are delivered to the market.

� Political environment: laws, government agencies
and lobby groups form the political environment.
These factors influence businesses in various ways.
The number of laws and regulations is increasing
year by year.

� Cultural environment: people in a society have
common basic beliefs and values, namely, culture.
These core beliefs and values affect their percep-
tions, preferences and behaviours. Eating habits are
especially influenced by the food culture.

On the other hand, the micro environment consists
of the actors close to the company that affect its ability
to serve its customers: it comprises the company, sup-
pliers, marketing intermediaries, customer markets,
competitors and the public (Kotler and Armstrong,
2006):

� The company: a marketing plan that requires the
coordination of many intra-firm functions – top
management, finance, research and development
(R&D), purchasing, operations and accounting – is
formulated. These interrelated functions constitute
the internal environment.

� Suppliers: companies need many kinds of re-
sources to produce goods and services. These re-
sources are provided by suppliers. If there are
shortages and late deliveries of these resources,
marketing activities are affected. Moreover, the
prices of resources influence the prices of products
and services.

� Marketing intermediaries: in making products ac-
cessible to the final customer, marketing interme-
diaries, for example, resellers, physical distribution
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firms, marketing services agencies and financial in-
termediaries, play an important role. Companies
need to build good relationships with their market-
ing intermediaries.

� Customer markets: the three well-known types of
customer markets are personal consumption mar-
kets, business markets and government markets.
Personal consumption markets are subdivided into
individuals and households. Marketers today need
to recognize both the international market and the
domestic market.

� Competitors: companies produce goods in order to
satisfy the needs of their target consumers. These
goods must realize greater customer satisfaction
than those of their competitors.

� Public: public relations influence marketing activi-
ties. A company’s relationships with investors, the
media, government, consumer and citizen groups
and local communities play an extremely impor-
tant role. Moreover, in a broad sense, workers,
managers and the board of directors constitute the
internal public. It is important to make employees
feel good about their company.

18.3.2 Buying behaviour

In this section we describe the marketing environ-
ments that must be taken into account when carry-
ing out marketing activities. Next, we discuss the in-
fluence of marketing activities on buying behaviour.
As markets are classified into consumer markets and
business markets, buying behaviour is also classi-
fied into consumer buyer behaviour in the consumer
market and business buyer behaviour in the busi-
ness market. These two types are explained in this
section.

In order to understand consumer buyer behaviour,
marketers have to consider two things: factors influ-
encing consumers and the buyer decision process. As
for factors influencing consumers, the following four
are well known:

� cultural
� social
� personal
� psychological

The details of and the relationships among these fac-
tors are shown in Fig. 18.1. These four factors are
presented in a kind of progression, from factors that
have a broad influence to those that have a personal
influence.

Marketers need to understand the three compo-
nents of the buyer decision process. Specifically, they
need to understand the buying decision maker, types
of buyer decisions and the steps in the buyer decision
process. First, the buying decision maker has a role
in the buying decision process. Consider the example
of a man who purchases daily food items from a su-
permarket by referring to a list. He is the purchaser.
His partner, who made the list, is the decision maker
of these purchases. We can picture the partner asking
the man what he would like to have for dinner while
drawing up the list. In this case, the purchaser plays
the role of the influencer. Many kinds of roles exist
in the buying process. Marketers have to identify the
buying decision maker and approach him/her.

Second, the decision-making process of a pur-
chaser depends on what he/she wants to buy. The
types of buyer decisions are classified along two axes:
the commitment level to the buying process and the
differences between brands (Assael, 1987). There is a
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Figure 18.1 Factors influencing consumer buyer behaviour. (Source: Kotler and Armstrong (2006), p. 130, Figure 5.2.)
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difference between the wine purchased for a Christ-
mas dinner and that purchased for daily consump-
tion. In the case of the latter, the consumer customar-
ily buys the usual wine. The buying process seldom
takes a long time. Moreover, in the process, the buyer
emphasizes custom over the brand. However, in the
process of buying wine for Christmas, the purchaser
takes a long time and selects a good brand.

Third, the following model depicts the five steps in
the buyer decision process (for example, Engel, et al.,
1982). The buyer:

1 recognizes a need;
2 seeks information;
3 evaluates alternatives;
4 decides the purchase; and
5 makes a post-purchase assessment.

The buying process begins long before the actual pur-
chase and continues long after it is completed. There-
fore, marketers need to focus on the entire buying
process rather than on merely the purchase decision
(Kotler and Armstrong, 2006, p. 147).

We now discuss business buyer behaviour. The
business market consists of organizations that pur-
chase other companies’ products and services in or-
der to produce their goods. Some characteristics of a
business market differ from those of a consumer mar-
ket (Kotler, 2000):

1 The business market has fewer buyers than a con-
sumer market.

2 The buyers in a business market are bigger than
those in a consumer market.

3 There exists a close relationship between the sup-
plier and the customer.

Similar to consumer buyer behaviour, business
buyer behaviour is influenced by various factors. The
most important of these are environmental, orga-
nizational, interpersonal and individual factors (see
Fig. 18.2). These factors include many factors that dif-
fer from those that influence the general public and
those that are related to individual transactions.

In a business market, marketers also need to un-
derstand the three components of the buyer decision
process, that is, the buying decision maker, types of
buyer decisions and the steps in the buyer decision
process.

First, in business purchasing, the decision is made
in the buying centre (Webster and Wind, 1972). The
buying centre includes organization members who
play five roles in the purchase decision process:
‘users’ use the product or service; ‘influencers’ help
to prepare the specifications; ‘buyers’ select the sup-
plier for routine buying; ‘deciders’ have the final au-
thority to select suppliers; and ‘gatekeepers’ control
the information flow into the buying centre.

Second, there are three orientations in the case
of the buyer decision (Anderson and Narus, 1998).
The ‘purchasing orientation’ is a market transaction;
the buyer aims to buy goods that are cheaper. The
‘sourcing orientation’ builds more cooperative re-
lationships with suppliers; by building close rela-
tionships, the buyer aims to simultaneously achieve
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Figure 18.2 Major influences on business buyer behaviour. (Source: Kotler and Armstrong (2006), p. 169, Figure 6.2.)



BLBK179-Campbell-Platt June 13, 2009 9:15

Food marketing 439

quality improvement and lower costs. Further, in the
case of ‘supply management orientation’, the buying
centre plays a broader role than in other orientations;
the company aims to enhance value through the en-
tire value chain that it formulates.

Third, the following eight steps are suggested to
constitute the buyer decision process. Business buy-
ers:

1 recognize problems;
2 describe the general needs;
3 specify the products;
4 seek suppliers;
5 solicit proposals;
6 select the supplier;
7 order the desired specification;
8 review the performance.

This is a general description of the process.

18.3.3 Information in marketing

It is essential for marketing decision makers to have
access to timely and accurate information. This in-
formation is based on a system that gathers, analy-
ses and distributes information. This system is called
the ‘marketing information system (MIS)’ (Kotler and
Armstrong, 2006). In MIS, information users, usually
marketing managers, recognize the need for market-
ing information. Next, they specify the information
that they require from internal company databases,
marketing intelligence activities (systematic collec-
tion and analysis of information about competitors
and the marketplace) and marketing research. The
system provides the kind of information that mar-
keting managers seek for their information analysis

and subsequent actions. Appropriate information is
distributed through the system and helps marketing
managers in their decision-making. MIS need not
necessarily be a computer system. Marketing man-
agers should be able to utilize MIS in any form.

18.3.4 The market research process in the
food market

As a background for marketing managers’ utiliza-
tion of MIS, we can point out that the managers need
not only general information for decision-making but
also information relevant to specific marketing situa-
tions that the organization is facing. This specific mar-
keting information is obtained through marketing re-
search.

The marketing research process has four steps
(Kotler and Armstrong, 2006):

1 defining the problem and research objectives;
2 developing the research plan;
3 implementing the research plan;
4 interpreting and reporting the findings.

The first step, defining the problem and research
objectives, is the most difficult step in the process.
Marketing managers are usually aware of the occur-
rence of some event in their market, but they are
not always able to identify the specific cause. Mar-
keting managers must think deeply about the causes
through reflection and discussions with organiza-
tion members. Defining the problem is the most im-
portant aspect. For example, Japanese sake compa-
nies are seeing a decrease in demand (see Fig. 18.3).
The production volume of Japanese sake has been
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dwindling since 1996. The marketing managers of
these companies pursued many possible causes, but
they were unable to identify the specific determi-
nants. However, they discovered that it was impor-
tant to increase sake consumption among young peo-
ple. Thus, the marketers defined the problem that
they needed to solve.

Next, in order to define the problem, marketing
managers must set the research objectives. There are
three types of marketing research. The type selected
depends on the research objectives (Kotler and Arm-
strong, 2006). Exploratory research is selected when
the objectives are to gather preliminary information
that will help define the problem and suggest hy-
potheses. Descriptive research is opted for when the
objectives are to better describe the marketing prob-
lems, situations or markets; this is equivalent to re-
searching a potential market for new products, de-
mographics, etc. In the third type, causal research,
hypotheses on the cause-and-effect relationship are
tested. Let us return to the case of Japanese sake.
The problem that the sake companies face is the es-
trangement of young people from Japanese sake. In
order to solve this problem, the marketing managers
of Japanese companies can think of various ideas,
such as developing new tastes and containers, find-
ing new distribution channels and creating advertise-
ments that portray a new image. Marketing managers
set the research objectives after deciding which points
they want to focus on.

The first step in the marketing research process is
to define the problems and objectives. Therefore, the
definition influences the final results of the marketing
research. The second step is to develop the research
plan for collecting information. The research plan
outlines the sources of existing data and spells out the
specific research approaches, contact methods, sam-
pling plans and instruments that researchers will use
to gather new data (Kotler and Armstrong, 2006). The
research objectives are translated into the information
required. For example, the marketing managers of the
Japanese sake companies require information regard-
ing the drinking behaviour, trends, fashions, etc. of
young people. The research plan is presented in a
written proposal. The proposal must cover the objec-
tives of the marketing research and provide informa-
tion that will help the managers in decision-making.

Information is classified into secondary and pri-
mary data. Secondary data are information that has
been collected for another purpose. Such data are
available free or for a fee. Government statistics are

also secondary data. Secondary data must be col-
lected first because such data offer a clue to the
research and can be collected within a short pe-
riod. However, since secondary data are collected for
another purpose, managers do not always find the
information that they seek from secondary data. On
the other hand, primary data are collected for a
specific purpose. They are needed data. However,
collecting such data involves the expenditure of an
immense amount of time and money. Observational
research, survey research and experimental research
are the well-known methods of primary data col-
lection (Kotler and Armstrong, 2006). In the case
of observational research, primary data are gath-
ered by observing relevant people, actions and sit-
uations. This method is used to gather information
from the daily behaviour of test subjects. For exam-
ple, consider a Japanese sake company’s marketing
manager attempting to create opportunities to drink
for young people. The manager can extract informa-
tion about the drinking behaviour of Japanese youths
from such observations. The second method of ob-
taining primary data, survey research, is the best-
suited approach for gathering descriptive informa-
tion. The company can learn about people’s attitudes,
preferences, buying behaviour, etc. by asking ques-
tions directly to them. The marketing manager of the
Japanese sake company can explore the possibility
of producing bottles of sake cocktail. This different
kind of a bottled cocktail could become popular in the
Japanese market. The young generation will find sake
cocktail more appealing than ordinary Japanese sake.
Thus, the manager can conduct a questionnaire sur-
vey to gather information on the preferences of bot-
tled cocktail buyers. The third method of gathering
primary data, experimental research, involves a com-
parison between two groups. Each group is treated
differently, which clarifies the cause-and-effect rela-
tionship. The above-mentioned marketing manager
can test the sake cocktail that his company has de-
veloped among different groups. This will clarify the
preferences of each age group.

The third step of marketing research is to im-
plement the research plan. This includes the collec-
tion, processing and analysis of information. Infor-
mation collection has already been explained in the
research methods described earlier. In the processing
and analysis of information, it is essential to isolate
the important information and findings easily.

The fourth step is to interpret and report the
findings. It is possible for a marketing manager to
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interpret some findings incorrectly. Past experience
may prevent managers from accepting a new per-
spective. Marketing managers must discuss their in-
terpretations with internal staff and external experts.
After these discussions, they should be prepared to
face the consequences of their decisions.

18.4 Strategic marketing and the
marketing plan

This section explains the approach to strategic mar-
keting. The first two subsections discuss the market-
ing mix and the components in devising a marketing
plan. The third subsection complements the previous
two. The tools used to formulate a competitive strat-
egy are explained. In the final subsection, the strate-
gic actions based on the marketing strategy are con-
sidered in the case of the Japanese sport drink market.
This section looks at how to:

� assess the importance of market segmentation to
the overall process;

� apply the key concepts to issues associated with the
marketing mix variables of product, price, promo-
tion and distribution;

� research and produce a basic marketing plan for a
firm in the food market;

� analyse food marketing programmes and opportu-
nities and offer appropriate alternative solutions/
programmes;

� compile information on food companies’ products
and marketing strategies and make rational judg-
ments on marketing strategy;

� apply marketing concepts and principles to real
cases in the food market.

18.4.1 Market segmentation, target marketing
and market positioning

Many kinds of people participate in the buying and
selling process in a market. The preferences of the
consumers that compose a market are reflected in the
goods that they want to buy. These preferences are
based on geographic, demographic, psychographic
and behavioural factors. Consumers are grouped by
this difference of preference. The process of dividing
one market into distinct groups of buyers is called
market segmentation (Kotler and Armstrong, 2006).

Every market has segments. Many kinds of criteria
are used to segment a market. In the chocolate mar-
ket, a man may eat KitKat (Nestlé) when he takes a
break from his work. However, he may buy choco-
lates at Marks and Spencer when he invites friends
for dinner. It is difficult to make one particular kind
of chocolate the first choice of every customer in ev-
ery situation. A product should focus on meeting the
needs of a market segment.

After a company carries out market segmentation
based on its chosen criteria, it must decide which seg-
ment it wants to cater to. Thus, the marketer implies
a focus on the specified market segments as the tar-
get market. It involves evaluating the attractiveness
of each market segment and selecting one or more
segments to enter (Kotler and Armstrong, 2006). The
criterion in segment selection is whether the segment
can generate the greatest customer value for a long
period of time. If a company has limited resources,
it can select a niche market. By serving market seg-
ments that are ignored by major competitors, a com-
pany can choose to be special by catering to people
with special needs. Thirty years ago, it was virtually
impossible for Japanese working mothers to prepare
dinner every day. Traditionally, Japanese women had
to go shopping every day in order to prepare meals.
In those days, working mothers were a minority. A
company began to offer daily delivery of foodstuffs
for dinner. This niche market has grown in recent
years, and, with it, the company too has grown. Thus,
focusing on niche markets has possibilities for the
future.

After deciding the market segment, the company
must decide the position that it wants to occupy in the
minds of the target consumers. Market positioning is
arranging for a product to occupy a clear, distinctive
and desirable place relative to competing products
in the minds of target consumers (Kotler and Arm-
strong, 2006). Marketers plan for their products to oc-
cupy a unique position in the minds of target con-
sumers. In positioning a product, the product’s com-
petitive advantages must set an available position. In
the chocolate market segment, in order to compete
with KitKat, Marks and Spencer will need to capital-
ize on its reputation and sell high-end chocolates. If it
succeeds in doing so, it will avoid a direct confronta-
tion with Nestlé and secure its benefit.

The marketing strategy is formulated through the
above-mentioned process. Strategy formulation en-
ables marketing managers to present their business
domain to company members.
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18.4.2 The marketing mix variables of product,
price, promotion and distribution

Once a company has decided its target segment and
positioning, it needs to consider how to implement its
marketing strategy. The marketing mix is the frame-
work through which companies implement their
marketing strategies. The marketing mix is the set
of controllable, tactical marketing tools that the firm
blends to produce the response it wants in the target
market (Kotler and Armstrong, 2006). It comprises
four groups of variables known as the four Ps: prod-
uct, price, place and promotion (see Fig. 18.4):

� Product: goods, services or goods-and-service com-
binations that the company offers to the target
market.

� Price: the sum of money that the customer has to
pay to obtain the product.

� Place: activities through which companies deliver
their products to the target customers, for example,
the distribution channel, shop location and trans-
port.

� Promotion: company activities that communicate
the advantages of the product to the target cus-
tomers.

For the successful implementation of the marketing
strategy, the four Ps of the marketing mix must be
well coordinated and designed as a marketing action
plan.

Consider the case of a health beverage developed
by a food company. The company was looking for
a new market for the special vegetables produced

in the district. The health food market was increas-
ing year by year. The company decided to process
the juice extracted from the vegetables. Since it had
strong connections with local farmers, it was able
to source pesticide-free vegetables. The company de-
cided that its target segment would be middle-aged
women. It expected this segment to be interested in
health and beauty and therefore to accept the spe-
cial vegetable juice. In order to increase the appeal of
the product, its price was set higher than the prices
of other juices. Further, as the company focused on
middle-aged women, it used the shop channel to dis-
tribute and promote its product. The company was
successful in its attempts to gain market share.

This case substantiates the need to coordinate the
components of the marketing plan in a consistent
manner.

18.4.3 Strengths, weaknesses, opportunities
and threats

Formulating a marketing plan is a complicated and
difficult process. One reason for this is the pres-
ence of competitors. Marketing managers analyse
their competitors’ behaviours in the market and
use these findings to reflect on their own market-
ing strategies and plans. This analytical framework
is called ‘SWOT analysis’. A SWOT analysis en-
ables marketers to understand both the opportunities
and threats presented by the external environment,
which surrounds the company, and its strengths and

Price
List price
Discounts
Allowances
Payment period
Credit terms

Target
customers

Intended
positioning

Product
Variety
Quality
Design
Features
Brand name
Packaging
Services

Promotion

Advertising
Personal selling
Sales promotion
Public relations

Place
Channels
Inventory
Logistics
Assortments
Transportation
Coverage
Locations

Figure 18.4 The four Ps of the marketing
mix. (Source: Kotler and Armstrong (2006),
p. 48, Figure 2.5.)
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Bargaining power
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Suppliers

Potential
entrants Threat of new

entrants

Bargaining power of
buyers

Buyers

Industry
competitors

Rivalry among
existing firms

Threat of substitute
products or services

Substitutes

Figure 18.5 The five competitive forces that determine
industry profitability. (Source: Porter (1985), p. 5, Figure 1.1.)

weaknesses, which depend on the internal environ-
ment based on the company’s resources.

An analysis of the external environment yields
many kinds of facts, even if the facts are limited to the
view of opportunities and threats. Let us revert to the
case of the vegetable juice company. The marketing
managers of this company can identify certain factors
as opportunities, for example, enhancing health con-
sciousness and increasing demand for health food.
On the other hand, as threats, they can identify fac-
tors such as the entry of a big food company. The
more the number of factors identified, the better is the
understanding of the external environment. In order
to obtain a more comprehensive understanding of
the external environment, the five competitive forces
model has been suggested (see Fig. 18.5). This model
was developed to identify the forces that determine
industry profitability (Porter, 1980, 1985). Marketing
managers can acquire a comprehensive understand-

ing of the external environment by analysing these
five industry forces:

� industry competitors
� supplier
� buyers
� potential entrants
� substitutes

The strengths and weaknesses of companies are
identified from their managerial resources. However,
some guidelines are needed to analyse these re-
sources. In the vegetable juice case, the company’s
good connections with local farmers are consid-
ered as a strength. Although no weakness has been
pointed out in this case, a high production cost can
be inferred from the high price of the product. In the
absence of guidelines, it is difficult to discuss man-
agerial resources.

The VRIO (value, rarity, imitability and organiza-
tion) framework is suggested as a guide to analyse
resources. The answers to the four questions in Table
18.1 determine whether a particular firm resource is
a strength or a weakness (Barney, 2002). If a resource
is valuable, rare and costly to imitate, its use will be a
continuous source of strength. However, if a resource
does not meet these conditions, its advantage will be
only temporary.

When marketing managers consider market com-
petition, they must understand the competitive
environment that the competitors create. The SWOT
analysis framework helps to understand a com-
pany’s environment. This framework clearly intro-
duces comparison with competitors into the process
of marketing strategy formulation. In other words,
it plays the role of reinforcing marketing strategy
formulation.

Table 18.1 Questions that need to be answered when conducting a resource-based analysis of a firm’s internal strengths and
weaknesses.

Questions

The question of value Do a firm’s resources and capabilities enable the firm to respond to environmental threats
or opportunities?

The question of rarity Is a resource currently controlled by only a small number of competing firms?
The question of imitability Do firms without a resource face a cost disadvantage in obtaining or developing it?
The question of organization Are a firm’s other policies and procedures organized to support the exploitation of its valu-

able, rare and costly-to-imitate resources?

Source: Barney (2002), p. 160, Table 5.1.
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18.4.4 Application to a case

The following case is based on Nonaka and Katsumi
(2004). Consider the marketing strategy formulation
process in the case of Suntory’s soft drink. (Suntory is
Japan’s leading producer and distributor of alcoholic
and non-alcoholic beverages.)

The soft drink market in Japan is valued at approx-
imately four trillion five hundred billion yen (twenty-
two billion five hundred million pounds) based
on the retail price. One thousand new products are
introduced into the market every year. However, of
these, only three items continue to be sold in the next
year. Thus, the market survival rate is 0.3%. Further-
more, since the sales volume of each of these prod-
ucts exceeds 15 million cases (one case = 24 × 350
ml) per year, they can be considered as major brands
and standard items. Suntory ‘Dakara’ was launched
in March 2000. The total sales volume of Dakara ex-
ceeded 15 million cases in 2000, reached 24.7 million
cases in 2001 and finally reached 34 million cases in
2002.

Dakara is classified as a sport drink. Sport drinks
were initially designed to help athletes rehydrate
and replenish electrolytes, sugar and other nutrients.
Gatorade was introduced in 1966 and is a well-known
sport drink in the world. The sport drink segment of
the soft drink market was a niche market. However,
at present, this segment has expanded to include non-
athletes. It is one of the important segments of the
soft drink market. Until 2000, the sport drink mar-
ket of Japan had two major brands: ‘Pocari Sweat’ by
Otsuka Pharmaceutical and ‘Aquarius’ by Coca-Cola
Japan. These two brands had occupied more than
90% of the Japanese sport drink market for the past
20 years. The annual sales volume of Pocari Sweat
was about 60 million cases and that of Aquarius was
about 50 million cases. It was difficult for other com-
panies to penetrate this market.

The marketing manager of Suntory conducted a
survey research in which he asked the sampled con-
sumers questions regarding the occasions when they
drank Pocari Sweat and Aquarius. Seventy-six per-
cent of the respondents answered ‘during sport ac-
tivities’ or ‘after sport activities’. Thus, the survey re-
search did not yield conclusive results. Therefore, the
members of the marketing department decided to ob-
serve the daily lives of the selected subjects. They
recorded the details in a diary. The members termed
this observational research ‘diary research’. From the
diary research it was found that most of the sub-

jects drank sport drinks when they had a hangover
or when they desired a break, rather than when they
engaged in sporting activities. In this manner, the
manager realized that a sport drink was not always
consumed as one. Thus, the size of the sport drink
segment expanded.

As the next step, the managers analysed the
strengths of Pocari Sweat. The customers had a
medicinal image of this product. The manager be-
lieved that this image was the element that con-
sumers desired in a sport drink at the time. This im-
age was transformed into an image of a nurse and
then communicated to the marketing department. In
addition, the members of the marketing department
worked in a convenience store and collected data
from real consumers. The data revealed that there
was an imbalance in people’s daily diet. Hence, the
contents of Dakara were developed such that they
emphasized the product’s role in the excretion of sur-
plus from the body rather than as a supplement for
inadequate nutritional intake. Thus, the positioning
of Dakara was different from that of the existing sport
drinks, which were projected as nutritional supple-
ments.

In the Japanese market, the prices of soft drinks are
fixed. Suntory used its existing distribution channel
for Dakara. The marketing department sought a new
challenge in the promotion of Dakara. Soft drink tele-
vision commercials typically show famous celebrities
drinking the product. However, the marketing man-
ager of Suntory wanted to emphasize the cleansing
aspect of Dakara. Therefore, Manikin Piss from Bel-
gium was used as the main character in the commer-
cial. Through projecting Manikin Piss in a humorous
manner, the company was able to elegantly convey
its message to the consumers. It was essential for the
marketing manager to ensure consistency between
the product’s concept and promotion strategy.

Further reading and references

Anderson, J.C. and Narus, J. A. (1998) Business Mar-
ket Management. Prentice Hall, Englewood Cliffs, New
Jersey.

Assael, H. (1987) Consumer Behavior and Marketing Ac-
tion, 3rd edn. Kent Publishing, Brisbane.

Barney, J.B. (2002) Gaining and Sustaining Competitive
Advantage, 2nd edn. Prentice Hall, Englewood Cliffs,
New Jersey.



BLBK179-Campbell-Platt June 13, 2009 9:15

Food marketing 445

Carroll, A.B. (1996) Ethics and Stakeholder Management,
3rd edn. South-Western College Publishing, Florence,
Kentucky.

Engel, J.F., Blackwell, R.D. and Miniard, P.W. (1982) Con-
sumer Behavior, 3rd edn. Dryden Press, New York.

Japanese National Tax Agency (2003) Sake no Shiori
(Guide for Japanese sake) (in Japanese). Japanese Na-
tional Tax Agency, Tokyo.

Kotler, P. (2000) Marketing Management, 10th edn. Pren-
tice Hall, Englewood Cliffs, New Jersey.

Kotler, P. and Armstrong, G. (2006) Principles of Market-
ing, 11th edn. Prentice Hall, London.

McGuire, J.W. (1963) Business and Society. McGraw-Hill,
New York.

Nonaka, I. and Katsumi, A. (2004) The Essence of Innova-
tion (in Japanese). Nikkei BP, Tokyo.

Peattie, K. (1992) Green Marketing. Pitman, London.
Porter, M.E. (1980) Competitive Strategy. The Free Press,

Cambridge.
Porter, M.E. (1985) Competitive Advantage. The Free Press,

Cambridge.
Webster, F.E. and Wind, Y. (1972) Organizational Buying

Behavior. Prentice Hall, Englewood Cliffs, New Jersey.

Supplementary material is available at
www.wiley.com/go/campbellplatt



BLBK179-Campbell-Platt June 13, 2009 9:15

446



BLBK179-Campbell-Platt June 13, 2009 11:0

19Product development

Ray Winger

Key points
� All companies must constantly innovate to survive – this is food product development (PD).
� PD is a capstone course, involving the integration of all aspects of food science and technology.
� Systematic PD can improve product success from 1 success in 200–300 new products, to 1 success

in 5.
� PD is a science and business discipline, and requires diligent focus in a suitable corporate culture if it is

to be effective.
� This chapter outlines the key features of a successful PD activity in a corporate food industry

environment.
� PD offers universities the opportunity to link closely with industry, providing students with a challenging

and exciting industrial project, and exposing them to the tools they require to innovate in a commercial
world.

� The chapter steps through the various components of PD and can be readily linked to a final-year
honours project with an industrial partner.

19.1 Introduction

The aim of this chapter is to facilitate the application
of food science and technology to food product de-
velopment.

Food product development (FPD) is the ultimate
capstone course in food science and technology. It re-
quires the integration of the comprehensive knowl-
edge obtained in the degree programme. FPD is
the cornerstone of all industrial manufacturing pro-
cesses, as this discipline links all parts of a factory:
from marketing (and the consumer), through pro-
duction (recipe sheets, quality assurance), commer-

cial and financial activities (profitability, sustainabil-
ity) and purchasing.

Yet systematic product development remains a rel-
atively poorly utilised function within most food
companies. Even technologists tend to overlook the
powerful opportunities associated with the FPD tech-
niques.

The key features of FPD are integrated, systematic
qualitative and quantitative techniques used in de-
veloping new or modifying existing food products
from conceptual ideas through to successful and sus-
tainable products in the marketplace. The customers
may be the ultimate consumers, or they may be
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