Chapter 1 – Marketing: Managing Profitable Customer Relationships

1. Marketing Defined:
Marketing is an organizational function and a set of processes for creating, communicating, and delivering value to customers and for managing customer relationships in ways that benefit the organization and its stakeholders.

2. The Marketing Process:
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In the first four steps, companies work to understand customers, create customer value, and build strong customer relationships. In the final step, companies reap the rewards of creating superior customer value (brand equity).

3. Understanding the Marketplace:
Needs 

· States of felt deprivation (food, water, clothing, etc.).

Wants 

· Form of human needs take as shaped by culture and individual personality.

Demands 

· Human wants that are backed by buying power.

Marketing offer 

· A combination of products, services, information or experiences that satisfy a need or want. 

· The offer may include services, activities, people, places, information or ideas.

Value

· Customers form expectations regarding value.

· Marketers must deliver value to consumers.

Satisfaction

· A satisfied customer will buy again and tell others about their good experience.

Exchange

· Act of obtaining a desired object from someone by offering something in return.

· One exchange versus several exchanges as the goal.

· Relationships are built through delivering value and satisfaction.
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Market

· The set of actual and potential buyers of a product or service.

· Marketers seek buyers that are profitable.

4. Designing a Customer-Driven Marketing Strategy:
Marketing management

· The art and science of choosing target markets and building profitable relationships with them.

A winning marketing strategy

· What customers will we serve?

· Market Segmentation and Target Marketing

· Select customers (customer/demand management (demarketing))

· How will we serve these customers?

· Value Proposition

· What we promise to deliver to satisfy customer needs/wants/demand.

· Differentiates one brand from another.

· Designed to give the greatest advantage.

5. Marketing Management Orientations:
Production concept

· Consumers will favour products that are available and highly affordable

· Management should focus on production and distribution efficiency.

· Challenge – Compromises quality for quantity (lower costs).

Product concept

· Consumers will favour products that offer the most in quality, performance, and innovative features.

· Management should focus on continuous product improvements.

· Challenge – Consumers might not value the product.

Selling concept

· Consumers will not buy enough of the firm’s products unless it undertakes a large-scale selling and promotion effort.

· Approach typically used for “unsought” goods or when firms face overcapacity

· Risky strategy, because it focuses on creating sales transactions rather than on building long-term, profitable customer relationships.

Marketing concept

· Achieving organizational goals depends on knowing the needs and wants of target markets and satisfying these better than competitors.

· Management must learn about customer desires, gather new product and service ideas and test proposed product improvements

· Challenge – Customers don’t know what they want or even what is possible.
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Societal Marketing concept

· The marketing strategy should deliver value to customers and other stakeholders affected by marketing decisions in a way that maintains or improves the consumer’s and the society’s well-being.

· Management must find a balance between consumer “short-run wants” and “long-run welfare”

6. Preparing a Marketing Program:
Build customer relationships by executing the marketing strategy.

It includes the marketing mix

· The 4P’s of marketing

· Product

· Place

· Price

· Promotion

7. Building Customer Relationships:
Customer Relationship Management (CRM)

· The overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction.

Relationship building blocks

· Customer perceived value

· The customers’ evaluation of the difference between benefits and costs.

· Customers often do not judge values and costs accurately and objectively.

· Customer satisfaction

· Product’s perceived performance relative to customers’ expectations.

Relationship levels and tools

· Basic relationships

· Low margin customers

· Full partnerships

· Key customers

· Frequency marketing programs

· Reward customers who buy frequently or in large amounts.

· Club marketing programs

· Offer members special discounts and create member communities.

8. The Changing Nature of Customer Relationships:
Relating with more carefully selected customers

· Selective relationship management

· Customer profitability analysis

· Risk – Future profits are hard to predict.

Relating for the Long-Term

· Finding, retaining, and growing profitable customers.

· Important, because costs of attracting new customers are rising..

Relating Directly

· Done through telephone, mail-order catalogues, kiosks, and online

9. Partnership Relationship Management:
Partnership relationship management

· Marketing management must work with partners in other company departments and outside the company to jointly bring greater value to customers.

Partners inside the company

· Cross-functional, customer-development teams or team selling.

· Marketing is far too important to be left only to the marketing department.

Partners outside the firm

· Supply chain management

· Strategic partners or “alliances” (even competitors)

10. Capturing Value from Customers:
Customer lifetime value

· The value of the entire stream of purchases that the customer would make over a lifetime of patronage.

Creating customer loyalty and retention

· Customer delight leads to emotional relationships and loyalty.

· Customer lifetime value shows true worth of a customer.

Growing share of customer

· Share of customer’s purchase in a product category.

· Achieved through offering greater variety, cross-sell and up-sell strategies.

Building on customer equity 

· The combined customer lifetime values of all current and potential customers.

· Measures a firm’s performance, but in a manner that looks to the future.

· Choosing the “best” customer is crucial.
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Chapter 2 – Company and Marketing Strategy
1. Companywide Strategic Planning: Defining Marketing’s Role:
Strategic planning

· The process of developing and maintaining a strategic fit between the organization’s goals and capabilities, and its changing marketing opportunities.

Defining a market-oriented mission

· Mission statement

· A statement of an organization’s purpose.

· Defines a direction NOT a destination.

· Helps establish priorities.

· Needs to be specific, realistic, based on competencies and motivating.

· What is our business?

· Who are our consumers and what do they value?

· What should our business be?

Setting company objectives and goals

· Mission needs to be turned into detailed supporting objectives for each level of management.

· The mission statement helps shape the business and marketing objectives.

· Marketing strategies and programs must support business objectives.

2. Designing the Business Portfolio:
Business portfolio

· The collection of businesses and products that make up the company.

Analyze the current business portfolio

· Portfolio analysis

· Process by which management evaluates the products and businesses making up the company.

· A strategic planning tool to identify/evaluate businesses that make up the firm and make resource allocation decisions.

· Identify the key businesses

· SBU’s (strategic business unit)

· Assess the attractiveness of its various SBU’s and decide how much support each deserves.

· The purpose is to find ways in which the company can best use its strengths to take advantage of attractive opportunities in the environment.

BCG matrix

· A portfolio planning method that evaluates a company’s strategic business units in terms of its market growth rate and relative market share.

· Stars

· High-growth, high-share businesses or products.

· Need heavy investment to finance their rapid growth.

· Their growth will eventually slow down, and they will turn into cash cows.

· Cash cows

· Low-growth, high share businesses or products.

· Established and success SBU’s.

· Need less investment.

· Produce a lot of cash.

· Question marks

· Low-share business units in high growth markets.

· Require a lot of cash to hold their share.

· Management has to think hard about which question marks it should try to build into stars and which should be phased out.

· Dogs

· Low-growth, low-share businesses and products. 

· They may generate enough cash to maintain themselves but do not promise to be large sources of cash.

· Problems

· Time consuming and costly.

· Classifies current business.

· Singularly market share based decisions can be misleading.

· Sometimes even “dogs” can generate more cash than “cash cows”.
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3. Developing Strategies for Growth and Downsizing:
Product/market expansion grid (figure 2.3)

· A portfolio planning tool for identifying company growth opportunities.

· Market penetration

· Strategy for company growth by increasing sales of current products to current market segments without changing the product.

· Market development

· Strategy for company growth by identifying and developing new market segments for current company products.

· Can be done by reviewing demographic and geographic markets.

· Product development

· Strategy for company growth by offering modified or new products to current market segments.

· Diversification

· Strategy for company growth through starting up or acquiring businesses outside the company’s current products and markets.

· Very risky, since companies that diversify too broadly into unfamiliar products or industries can lose their market focus.

· Downsizing

· Reducing the business portfolio by eliminating products or business units that are not profitable or that no longer fit the company’s overall strategy.

· Marketing must identify, evaluate, and select market opportunities and develop strategies for capturing them.

· Managers must focus on growth opportunities and not focus on trying to save dying businesses/products.

4. Planning Marketing: Partnering to Build Customer Relationships:
Partnering with other company departments

· Marketing management must work with partners in other company department sand outside the company to jointly bring greater value to customers.

· Value chain

· The series of departments that carry out value-creating activities to design, produce, market, deliver, and support a firm’s products.

· Success depends on how well each department performs its work of adding customer value and on how well the activities of various departments are coordinated.

Partnering with others in the marketing system

· The firm needs to look into the value chains of its suppliers, distributors, and customers.

· Value-delivery network

· The network made up of the company, suppliers, distributor, and ultimately customers who “partner” with one another to improve the performance of the entire system.

5. Marketing Strategy and the Marketing Mix:
Marketing strategy

· The marketing logic by which the business unit hopes to achieve its marketing objectives.

Marketing mix

· The company designs a mix made up of factors under its control.

· The company engages in marketing analysis, planning, implementation, and control.

6. Customer-Centered Marketing Strategy:
Market segmentation

· Dividing a market into distinct groups of buyers who have distinct needs, characteristics, or behaviour and who might require separate products or marketing mixes,

· Market segment

· A group of customers who respond in a similar way to a given set of marketing efforts.

· Bases for segmentation.

Target marketing

· Evaluating the attractiveness of each market segment.

· Selection of segments with greatest long-term profitability.

· Deciding which segment(s) to enter.

· A company can choose one or several segments to target.

Market positioning

· The place the product occupies in the consumer’s mind.

· Products are positioned relative to competing products.

· Marketers look for clear, distinctive and desirable places in positioning.

· Differentiation by offering and delivering greater value.

7. Developing the Marketing Mix:
Marketing mix

· Includes controllable and tactical marketing tools (the 4P’s).

· Product

· The goods and services combination the company offers to the target market.

· Price

· The amount of money customers have to pay to obtain the product.

· Place

· Company activities that make the product available to target consumers.

· Promotion

· Activities that communicate the merits of the product and persuade target consumers to buy it.

· Challenge – finding a framework that is most helpful in designing marketing programs.

8. Managing the Marketing Effort:
Analysis

· Finding opportunities.

· Avoiding threats.

· Understanding strengths.

· Analyzing weaknesses.

· SWOT analysis.

Planning

· Company decides what it wants to do with each business unit.

· Deciding on marketing strategies that will help the company attain its overall strategic objectives.

· Marketing plan

· Executive summary.

· Current market situation.

· Threats and opportunities analysis.

· Objectives and issues.

· Marketing strategy

· Specific strategies for target markets, positioning, the marketing mix, and marketing expenditure levels.

· Action programs.

· Budgets.

· Controls.

Implementation

· Tactics to implement strategy are executed.

· Plans are translated into actions

· Good implementation is a challenge.

· Functional organization.

Control
· Measuring and evaluating the results of marketing strategies and taking corrective action.

· Checks for differences between goals and performance.

· Operating control.

· Strategic control.

· Marketing audit

· Covers all major marketing areas of a business.

· Assesses the marketing environment, marketing strategy, and marketing productivity and profitability.

· Normally conducted by an objective and experienced outside party.

9. The Marketing Environment:
Marketing environment

· Forces close to the company that affect its ability to serve consumers

· E.g.: Suppliers, competitors, other company departments, etc.

· Broader demographic and economic forces.

· Political and legal forces.

· Technological and ecological forces.

· Social and cultural forces.

10. Measuring and Managing Return on Marketing:
Return on marketing (or marketing ROI)

· The net return from a marketing investment divided by the costs of the investments.

· Also uses key performance measures

· Sales

· Market share

· Customer profitability

· Brand awareness

· Customer satisfaction

· Customer retention.

Chapter 3 – The Marketing Environment

1. The Marketing Environment:

Marketing environment

· The actors and forces outside marketing that affect marketing management’s ability to build and maintain successful relationships with target consumers.

Micro-environment (figure 3.1)

· The actors close to the company that affects its ability to serve its customers.

· The company suppliers

· Marketing intermediaries

· Customer markets

· Competitors 

· Publics

Macro-environment (figure 3.2)

· The larger societal forces that affect the micro-environment.

· Demographic forces

· Economic forces

· Natural forces

· Technological forces

· Political forces

· Cultural forces

2. The Company’s Micro-Environment:
Marketing decisions must relate to broader company goals and strategies.
Marketing success will require building relationships with

· Other company departments (internal environment)

· Top management

· Set the company’s mission, objectives, broad strategies, and policies.

· Finance

· Finding and using funds to carry out the marketing plan.

· Research and Development

· Focuses on designing safe and attractive products.

· Purchasing

· Focuses on getting supplies and materials.

· Operations

· Responsible for producing and distributing the desired quality and quantity of products.

· Accounting

· Measures revenues and costs to help marketing know how well it is achieving its objectives.

· Suppliers

· Marketers must watch supply availability and pricing.

· Effective partnering relationship with management is essential.

· Intermediaries

· Firms that help the company promote, sell, and distribute its goods to final buyers.

· Resellers

· Physical distribution firms

· Marketing service agencies

· Financial intermediaries

· Companies must work with their intermediaries as partners rather than simply as channels through which they sell their products.

· Customers

· Consumer markets

· Individuals and households that buy goods and services for personal consumption.

· Business markets

· Buy goods and services for further processing or for use in their production process.

· Reseller markets

· Buy goods and services to resell at a profit.

· Government markets

· Government agencies that buy goods and services to produce public services or transfer the goods and services to others who need them.

· International markets

· Buyers in other countries, including consumers, producers, resellers, and governments.

· Competitors

· Conducting competitor analysis is crucial for success of the firm.

· A marketer must monitor its competitors’ offerings to create strategic advantage by positioning their offerings strongly against competitors’ offerings in the minds of consumers.

· Publics

· Any group that has an actual or a potential interest in or impact on an organization’s ability to achieve its objectives.

· Financial publics

· Influence the company’s ability to obtain funds.

· Banks, investment houses, and stockholders are major financial publics.

· Media publics

· Carry news, features, and editorial opinion.

· Newspapers, magazines, and radio and television stations.

· Government publics

· Management must take government developments into account.

· Must consult company lawyers on issues of product safety, truth in advertising, etc.

· Citizen-action publics

· Consumer organizations, environmental groups, minority groups, etc.

· Local publics

· Neighbourhood residents and community organizations.

· General public

· Important to be concerned about the general public’s attitude toward its products and activities.

· Internal publics

· Workers, managers, volunteers, and the board of directors.

3. The Company’s Macro-Environment:
Demographic environment

· Demography

· The study of human populations in terms of size, density, location, age, gender, race, occupation, and other statistics.

· World populations will exceed 8.1 billion by 2030.

· Canada’s population is expected to exceed 33 million by 2011.

· The Canadian population is getting older. The median age is 36.7 years (2001 Census).

· The three largest age groups

· Baby boomers

· The 9.8 million Canadians born during the baby boom, following WWII and lasting until 1966.

· Generation X

· The 7 million Canadians born between 1967 and 1976 in the “birth dearth” following the baby boom.

· Generation Y

· The 6.9 million children of baby boomers, born between 1977 and 1994.
· Generational marketing

· Marketers need to form more precise age-specific segments within each group.

· The changing Canadian household

· The nuclear family has led to the “crowded nest” with boomerang kids, and extended families.

· Delayed marriages.

· Common-law arrangements.

· Fewer children.

· High divorce rate.

· Single-parent families.

· Alternative arrangements.

· Working women: 48% of the work force.

· More dual-income families.

· Increasing diversity

· Canada is more of a cultural mosaic, than the melting pot of the U.S.

· Ethnic markets are not easily targeted and served.

· Diversity includes more than just ethnicity: gay/lesbian population.

· Respecting diversity may be the key to economic survival for many companies

· Geographic shifts in population

· Growth in population is not uniform.

· Continued movement from rural to urban areas.

· Interprovincial moves.

· Growth of suburban areas.

· People who “telecommute” have increased, creating a booming SOHO market.

· Better educated people

· Increase in post-secondary education.

Economic environment

· Factors that affect consumer buying power and spending patterns.

· Marketers should pay attention to income distribution as well as average income.

· Upper class, middle class, working class, and underclass.

· Changing consumer spending patterns.

· Engel’s laws

· Amount spent on various categories changes as income rises.

· Subsistence economies

· People consume most of their own agricultural and industrial output.

· Industrial economies

· Constitute rich markets for many different kinds of goods.

Natural environment

· Natural resources that are needed as inputs by marketers or that are affected by marketing activities.

· Trends

· Shortages of raw materials

· Increased pollution

· Increased governmental intervention

· Canadian federal law: Environmental Protection Act (1989)

· Green movement

· Focus on environmental sustainability strategies.

Technological environment

· Forces that create technologies, creating new product and market opportunities, but turns many existing products obsolete.

· The most dramatic force shaping our destiny.

· Research and development is a key element.

· Canadian spending on R&D is low, ranked 15th in the world.

· Many government programs to encourage more R&D spending.

· Government agencies to regulate new product safety.

Political environment

· Laws, government agencies, and pressure groups that influence or limit various organizations and individuals in a given society.

· Legislation affecting businesses worldwide has increased.

· Laws protect companies, consumers and interests of society.

· Increased emphasis on socially responsible actions.

Cultural environment

· Institutions and other forces that affect society’s basic values, perceptions, preferences, and behaviours.

· Persistence of cultural values

· Core beliefs and values

· Passed on from parents to children and are reinforced by schools, churches, business, and government.

· Secondary beliefs and values

· More open to change.

· Shifts in secondary cultural values

· Marketers want to predict new shifts in order to spot new opportunities or threats.

· People’s views of themselves

· Identify with brands for self-expression.

· People’s views of others

· Recent shift from “me” to “we” society.

· People’s views of organizations

· Trend of decline in trust and loyalty to companies.

· People’s views of society

· Patriotism on the rise.

· People’s views of Nature

· “Lifestyles of health and sustainability” (LOHAS) consumer segment.

· People’s views of the universe

· Religion and spirituality.

Chapter 5 – Managing Marketing Information

Marketing information system (MIS) (Figure 5.1)

· People, equipment, and procedures to gather, sort, analyze, evaluate, and distribute needed, timely, and accurate information to marketing decision makers.

· First, interacts with information users to assess information needs.

· Next, it develops needed information from internal company database, marketing intelligence activities, and marketing research.

· Then, helps users analyze information.

· Finally, distributes the marketing information and helps managers use it in their decision making.

· Must balance needs against feasibility. 

1. Assessing Marketing Information Needs:

Assessing information needs

· Company must consider needs of all information users.

· Good MIS balances the information users would like to have against what they really need and what is feasible to offer.

· Begins by interviewing managers

· Find out what information they want.

· Too much information is bad, just as too little.

· MIS must monitor the marketing environment in order to provide decision makers with information they should have, to make key marketing decisions.

· If additional information is needed, company must decide if it’s worth the extra cost.

· Information is only good if it’s useful.

2. Developing Marketing Information:
Internal data

· Internal databases

· Electronic collections of information obtained from data sources within the company.

· Can be accessed more quickly and cheaply.

· However, it may be incomplete or in the wrong form.

· Ages quickly.

· Financial statements

· Sales, costs, and cash flows.

· Operations reports

· Production schedules, shipments, and inventories.

· Sales force reports

· Reseller reactions and competitor activities.

· Marketing department

· Customer demographics, psychographics, and buying behaviour.

· Customer service department

· Records of customer satisfaction, or service problems.

Marketing intelligence

· The systematic collection and analysis of publicly available information about competitors and developments in the marketing environment.

· Goal is to improve strategic decision making, assess and track competitors’ actions, and provide early warning of opportunities and threats.

Marketing research (Figure 5.2)

· The systematic design, collection, analysis, and reporting of data relevant to a specific marketing situation facing an organization.

· Has 4 steps

· Defining the problem and research objectives

· Helps to know what you’re looking for.

· Manager and researcher must work together.

· Sets parameters and expectations.

· Helps define the budget and deliverables.

· Directs the type of research to use.

· Exploratory research

· Gathering information that will help define problems and suggest hypotheses.

· Descriptive research

· To better describe marketing problems, situations, or markets.

· Causal research

· To test hypotheses about cause-and effect relationships.

· Developing the research plan

· Spells out the specific research approaches, contact methods, sampling plans, and instruments that researchers will use to gather new data.

· Primary data

· Information collected for the specific purpose at hand.

· Researchers need to mane sure that data is relevant, current, accurate, and impartial.

· Observational research

· Gathering data by observing relevant people, actions, and situations.

· Survey research

· Asking people questions about their knowledge, attitudes, preferences, and buying behaviour.

· Experimental research

· Gathering data by selecting matched groups of subjects, giving them different treatments, controlling related factors, and checking for differences in group responses.

· Contact methods

· Mail questionnaires

· Gathers lots of info at low cost.

· Respondents may give more honest answers.

· No interviewer bias.

· However, they’re not flexible.

· Take longer to complete.

· Low response rate.

· Researcher has little control in the sample.

· Telephone interviewing

· Gather information quickly.

· More flexibility. Interviewers can explain hard questions, or skip some of them depending on responses.

· However, it has higher costs.

· People may not want to discuss personal questions with an interviewer.

· Has interviewer bias.

· Different interviewers may interpret and record responses differently.

· Under time pressure, interviewers might also cheat by recording answers to questions without asking them.

· Personal interviewing.

· Flexible.

· Interviewers can guide, explain difficult questions, and explore issues as the situation requires.

· Can show actual products.

· However, may cost 3 to 4 times more than telephone interviews.

· Individual interviewing.

· Focus group interviewing.

· Inviting 6 to 10 people.

· Interviewer focuses interview on important issues.

· Online marketing research.

· Collecting data through internet surveys and online focus groups.

· Fast and low cost.

· Good for reaching the hard-to-reach.

· Brings people from different countries.

· However, restricted internet access can be difficult.

· Hard to control sample.

· Can lack the dynamics of personal approaches.

· Restricts respondents’ expressiveness.

· Sampling plan 

· Segment of the populations selected for marketing research to represent the population as a whole.

· Sample should be representative so that accurate decisions can be made.

· Must decide on sampling unit, size, and procedure.

· Research instruments (Table 5.4)

· Questionaire.

· Mechanical instruments.

· Secondary data

· Information that already exists; was collected for other purpose.

· Online databases.

· Internal databases.

· Commercial data services.

· Government sources.

· Can be obtained more quickly and cheaper.

· May provide data a company cannot obtain on its own.

· However, information may not exist.

· Researcher must make sure secondary data is relevant, current, accurate, and impartial.

· Implementing the research plan

· Involves, collecting, processing, and analyzing the information.

· Must process and analyze data to isolate important information.

· Check data for accuracy and completeness.

· Code the data for analysis.

· Tabulate the results.

· Compute statistical measures.

· Interpreting and reporting the findings

· Interpret findings.

· Draw conclusions.

· Report findings to management.

· Present important findings that are useful in major decisions.

3. Analyzing Marketing Information:
Customer relationship management (CRM)

· The overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction.

4. Distributing and Using Marketing Information:
Distributing marketing information

· Routine reporting

· Makes information available in a timely manner.

· Intranet.

· Provides ready access to research information, stored reports, shared work documents, contact information for employees and other stakeholders, etc.

· Extranet

· Allows key customers and value network members to access account, product, and other data.

Chapter 6 – Consumer Markets and Consumer Buyer Behaviour

Consumer buyer behaviour

· The buying behaviour of final consumers—individuals and households who buy goods and services for personal consumption.

Consumer market

· All the individuals and households who buy or acquire goods and services for personal consumption.
1. Model of Consumer Behaviour:

Model of buyer behaviour (Figure 6.1)

· Shows that marketing and other stimuli enter the consumer “black box” and produce certain responses.

· Marketing stimuli consists of the 4 P’s, and other major forces and events in the buyer’s environment (economic, technological, political, and cultural).

· Buyer’s “black box” is where these stimuli are turned into a set of observable buyer responses (product choice, brand choice, dealer choice, purchase timing, and purchase amount).

· Marketer wants to understand how the stimuli are changed into responses inside the consumer’s “black box”.

· Buyer’s characteristics influence how they perceive and react to the stimuli.

· Buyer’s decision process affects their behaviour.

2. Characteristics Affecting Consumer Behaviour:
Cultural factors

· Culture

· The set of basic values, perceptions, wants, and behaviours learned by a member of society from family and other important institutions.

· Marketers want to spot cultural shifts in order to discover new products that might be wanted.

· Subculture

· A group of people with shared value systems based on common life experiences and situations.

· May result from differences in nationalities or ethnicity, religion, or geographic regions.

· Form around brands and media vehicles.

· Regionalism.

· Atlantic Provinces, Quebec, Central Canada, the Prairies, and B.C.

· Founding nations. 

· English, French, and Aboriginal peoples.

· Ethnic consumers.

· Mature consumers.

· Social class

· Relatively permanent and ordered divisions in a society whose members share similar values, interests, and behaviours.

Social factors

· Groups

· Two or more people who interact to accomplish individual or mutual goals.

· Opinion leader

· Person within a reference group who, because of special skills, knowledge, personality, or other characteristics, exerts influence on others.

· The influentials. They drive trends, influence mass opinion, and sell products.

· Buzz marketing. Creating opinion leaders to sell product.

· Be exclusive.

· Be original.

· Stay true to your brand.

· Know where that buzz comes from.

· Act locally.

· Family

· Most important consumer buying organization in society.

· Canadian families are changing.

· People are staying single longer.

· There aren’t as many kids.

· When families do have children, it’s typically only one child.

· More adult children are staying or returning home due to debts.

· Many baby boomer families have their aged parents staying with them.

· Roles

· Consists of the activities people are expected to perform according to the persons around them.

· Status

· Reflects the general esteem given to it by society.

Personal factors

· Age and life-cycle stage.

· Family life cycle.

· Young singles, married couples with children, unmarried couples, singles marrying later in life, childless couples, same-sex couples, single parents, extended parents, etc.

· Occupation.

· Marketers try to identify the occupational groups that have an above-average interest in the company’s product or services.

· Economic situation.

· Marketers of income-sensitive goods watch trends in personal income, savings, and interest rates.

· Lifestyle (Figure 6.2).

· Person’s pattern of living as expressed in their activities, interests, and opinions.

· Lifestyle segmentation

· Fast forwards

· Biggest spenders on computer technology. 

· Career focused.

· Time strapped.

· Driven.

· Top users of technology.

· New age nurturers

· Big spenders.

· However, they are focused on technology for home uses.

· Mouse potatoes

· Consumers who are dedicated to interactive entertainment and are willing to spend for the latest “technotainment”. 

· Techno-strivers

· Consumers who are up-and-coming believers in technology for career advancement.

· Traditionalists

· Small town folks.

· Suspicious of technology beyond the basics.

· Personality.

· The unique psychological characteristics that lead to relatively consistent and lasting responses to one’s own environment.

· Brand personality.

· Sincerity

· Excitement

· Competence

· Sophistication

· Ruggedness.

· Self-concept.

· People’s possessions contribute to and reflect their identities. 

· “We are what we have”.

Psychological factors

· Motivation (motive/drive) (Figure 6.3)

· A need that is sufficiently pressing to direct the person to seek satisfaction of the need.

· Maslow’s hierarchy of needs

· Human needs are arranged in a hierarchy.

· A person tries to satisfy the most important need first.

· When that need is satisfied, it will stop being a motivator and the person will then try to satisfy the nest most important need.

· Perception

· The process by which people select, organize, and interpret information to form a meaningful picture of the world.

· Selective attention.

· People screen out most of the information they are exposed to.

· Selective distortion.

· People interpret information in a way that supports what they believe in.

· Selective retention.

· Consumers are likely to remember the good points made about a brand they favour and forget the good points made about competing brands.

· Learning

· Changes in an individual’s behaviour arising from experience.

· Occurs through drives, stimuli, cues, responses, and reinforcement.

· Belief

· A descriptive thought that a person holds about something.

· Attitude

· A person’s consistently favourable or unfavourable evaluations, feelings, and tendencies toward an object or idea.

3. Types of Buying Decision Behaviour:
Figure 6.4
Complex buying behaviour

· Consumer buying behaviour in situations characterized by high consumer involvement in a purchase and significant perceived differences among brands.

Dissonance-reducing buying behaviour

· Consumer buying behaviour in situations characterized by high involvement but few perceived differences among brands.
Habitual buying behaviour

· Consumer buying behaviour in situations characterized by low consumer involvement and few significant perceived brand differences.

Variety-seeking buying behaviour

· Consumer buying behaviour in situations characterized by low consumer involvement but significant perceived brand differences.

4. The Buyer Decision Process:
Figure 6.5
Need recognition

· Consumer recognizes a problem or need.

Information search

· Consumer is aroused to search for more information.

· The consumer may simply have heightened attention or may go into active information search.

Evaluation of alternatives

· The consumer uses information gathered to evaluate alternative brands in the choice set.

Purchase decision

· The buyer’s decision about which brand to purchase.

Postpurchase behaviour

· Consumers take further action after purchase, based on their satisfaction or dissatisfaction.

· Cognitive dissonance

· Buyer discomfort caused by postpurchase conflict.

5. The Buyer Decision Process for New Products:
New product

· A good, service, or idea that is perceived by some potential customers as new.

Adoption process

· The mental process through which and individual passes from first hearing about an innovation to final adoption.

· 5 Stages

· Awareness

· Interest

· Evaluation

· Trial 

· Adoption

6. Individual Differences in Innovativeness:
Figure 6.6

Innovators

· They try new ideas at some risk

Early adopters

· Guided by respect.

· Opinion leaders in their communities.

· Adopt new ideas early but carefully.

Early majority

· Deliberate.

· They adopt new ideas before the average person.

Late majority

· Skeptical.

· They adopt an innovation only after a majority of people have tried it.

Laggards

· Tradition bound.

· They are suspicious of changes and adopt the innovation only when it has become something of a tradition itself.

7. Influence of Product Characteristics on Rate of Adoption:
Important characteristics

· Relative advantage.

· Compatibility.

· Complexity.

· Divisibility.

· Communicability.
Chapter 8 – Segmentation, Targeting, and Positioning

Market segmentation

· Dividing a market into smaller groups of buyers’ distinct needs, characteristics, or behaviour that might require separate products or marketing mixes.

Target marketing

· Choosing which group(s) to appeal to.

Market positioning

· Creating a clear, distinctive, and desirable position in the target consumer’s mind, relative to competition.
1. Market Segmentation:

Segmenting consumer markets

· Geographic segmentation

· Dividing the market into different geographical units.

· Nations, provinces, regions, counties, etc.

· Demographic segmentation

· Dividing the market into groups based on demographic variable.

· Age, life-cycle, gender, income, etc.

· Must guard against stereotypes when using age and life cycle stage.

· Psychographic segmentation

· Dividing the market into different groups.

· Lifestyle, social class, and personality characteristics.

· Behavioural segmentation

· Dividing the market into groups based on consumer knowledge, attitude, use, or response to a product.

· Occasion, benefit, user status, usage rate, loyalty status.

Segmenting business markets

· Geographic segmentation

· Demographic

· Industry, company size, location, etc.

· Operating characteristics

· Technology, usage status, and customer capabilities.

· Purchasing approaches

· Situational factors

· Urgency, specific application, and size of order.

· Personal characteristics

· Buyer-seller similarity, attitudes toward risk, and loyalty.

Using multiple segmentation bases 

· Marketers are increasingly using multiple segmentation bases in an effort to identify smaller, better-defined target groups.

Segmenting international markets

· Geographic segmentation

· Economic factors

· Population income or level of economic development.

· Political and legal factors

· Type/stability of government, monetary regulations, amount of bureaucracy, etc.

· Cultural factors

· Language, religion, values, attitudes, customs, behavioural patterns, etc. 

· Intermarket segmentation

· Forming segments of consumers who have similar needs and buying behaviour even though they are located in different countries.

2. Segmenting Markets Effectively:
Segmenting effectively

· Measurable

· Data on size, purchasing power, and profile of segment can be found or obtained.

· Accessible

· Segments can be reached (through IMC mix) and served through different outlets.

· Substantial

· Segments are large and profitable enough to be worthwhile serving.

· Differentiable

· Segments are distinguishable & respond differently to different marketing mix elements & programs.

· Actionable

· There are enough resources to effectively reach the segments.

3. Target Marketing:
Evaluating market segments

· Segment size and growth

· Sales, growth rates, expected profitability.

· Segment structural attractiveness

· Level of competition

· Substitute products – limits pricing

· Power of buyers – impact on pricing & profits
· Powerful suppliers – squeeze margins
· Company objectives and resources

4. Selecting Target Market Segments:
Target market

· A set of buyers sharing common needs or characteristics that the company decides to serve.

Undifferentiated (mass) marketing

· Ignores market segment differences and targets the whole market with one offer.
· Difficult to please everyone. 
· Difficult to compete.
Differentiated (segmented) marketing

· Targets several market segments & designs separate offers for each.
· Strengthens their ability to compete in each segment.
· More expensive to do business.

Concentrated (niche) marketing

· A company pursues a large share of one or a few submarkets (niche).
· Greater knowledge of customer base.

· Higher risk. 

· Company will suffer if that particular segment goes sour.

· Larger competitors may decide to enter the same segment with greater resources.

Micromarketing

· The practice of tailoring products and marketing programs to the needs/wants of specific individuals and local customer groups.

· Includes

· Local marketing

· Tailoring brands and promotions to the needs and wants of customer groups—cities, neighbourhoods, and even specific stores.

· Poutine at Quebec McDonald’s.

· Individual marketing

· Tailoring products and marketing programs to the needs and preferences of individual customers.

· Dell “build it yourself”.

Choosing a target marketing strategy

· Choice depends on

· Company resources 

· The degree of product variability

· Product’s life-cycle stage 

· How many versions to launch.
· Market variability

· Competitors’ marketing strategies

· Use undifferentiated vs. differentiated competitor strategy.
· Use differentiated vs. undifferentiated competitor strategy.

5. Socially Responsible Target Marketing:
Socially responsible target marketing

· Some segments (esp. children) are at special risk.

· Spillover from adult to children markets.

· Many potential abuses on the Internet, including fraud Internet shoppers.

· Products of questionable benefit.

· How and for what reason is the market segmented targeted?

· Controversy occurs when the methods used are questionable.

6. Positioning for Competitive Advantage:
Product position

· The way the product is defined by consumers on important attributes – the place the product occupies in consumers’ minds relative to competing products.
· Involves implanting the brand’s unique benefits and differentiation in the customer’s mind.
Positioning map (Figure 8.4)

· Shows consumer perceptions of a brand versus competing products on important buying dimensions.
7. Choosing a Positioning Strategy:
Identifying competitive advantages

· An advantage over competitors gained by offering consumers greater value, either through lower prices or by providing more benefits that justify higher prices.

Choosing the right competitive advantage

· How many differences to promote?

· Unique selling position (UPS)

· Each brand should pick an attribute and tout itself as “number one”.

· Promote multiple benefits

· Which differences to promote?

· Criteria includes

· Important

· Delivers a highly valued benefit.

· Distinctive

· Unique to the company or offered in a distinct way.

· Superior

· Superior to the alternatives.

· Communicable

· Communicable and visible to others.

· Pre-emptive

· Not easily copied.

· Affordable

· Affordable to buyers who are willing to pay the difference.

· Profitable

· Profitable for the company introducing the product/service.

Selecting an overall positioning strategy (Figure 8.5)

· Value proposition

· The full positioning of a brand—the full mix of benefits positioning of the brand.

· More for more

· Providing the most upscale product or service and charging a higher price to cover the higher cost.

· More for the same

· Introduce a brand offering comparable quality but at a lower price.

· The same for less

· Same product, for lower price.

· Less for much less

· Involves meeting consumers’ lower performance or quality requirements at a much lower price.

· More for less

· The winning value proposition.

· Offering better products and lower prices.

Developing a positioning statement

· A positioning statement summarizes the company or brand positioning.
· The form is

· To (target segment and need) our (brand) is (concept) that (point of difference).
8. Communicating and Delivering the Chosen position:
Communicating and delivering the chosen position

· Companies must take strong steps to deliver and communicate the desired position to target consumers – “walk the talk”.

· Tactics of the marketing mix must support the positioning strategy. 

· Positions must be monitored and adapted over time to match changes in consumer needs and competitor’s strategies – the positioning statement must match the Marketing Mix Strategy.
Chapter 9 – Product, Services, and Branding Strategies

1. What is a Product?

Product

· Anything that can be offered to a market for attention, acquisition, use, or consumption that   satisfy a want or need.

· Includes physical objects, services, events, persons, places, organizations, ideas, or mixes of these entities.

Service

· Any activity or benefit that one party can offer to another that is essentially intangible and does not result in the ownership of anything.

· Includes banking services, accommodation services, transportation services, retail, tax preparation, and home repair services.

2. Products, Services, and Experiences:
Marketing-mix planning begins with the formulation of a value proposition
· It includes both tangible goods and intangible services.
· At one extreme, the offer may consist of pure tangible goods. At the other extreme, the offer may consist of pure services.
· Market offerings may consist of a combination of goods and services.
· Experiences are used to differentiate offerings.
· Customers are buying more than just products and services, they are basing their decisions on what the product or service “will do for or to them”.
3. Levels of Product and Services:
There are three levels of product (Figure 9.1)

· Core benefit

· Solves the problem.

· Addresses the question “what problem is the buyer trying to solve”?

· Actual product

· Convert the core benefit to an actual product.

· Brand name, features, design, packaging, quality level.

· Augmented product 

· Augmenting the offer with additional benefits and services.

· Delivery and credit, warranty, installation, after-sale service.

4. Product and Service Classifications:
Products and services fall into two broad classes based on the types of consumers that use them

· Consumer products

· Product bought by final consumer for personal consumption.

· Convenience product

· Consumer product that the customer usually buys frequently, immediately, and with a minimum of comparison and buying effort.

· Shopping product

· Consumer good that the customer, in the process of selection and purchase, characteristically compares on such bases as suitability, quality, price, and style.

· Specialty product

· Consumer product with unique characteristics or brand identification for which a significant group of buyers is willing to make a special purchase effort.

· Unsought product

· Consumer product that the consumer either does not know about or knows about but does not normally think of buying.

· Industrial/Business products

· Product bought by individuals and organizations for further processing or for use in conducting a business.

· Materials and parts, capital items, supplies and services.

Organizations, Persons, Places, and Ideas

· Organizational marketing 

· Makes use of corporate image advertising.
· Person marketing 

· Applies to political candidates, entertainment sports figures, and professionals.
· Place marketing 

· Relates to tourism.
· Social marketing 

· Promotes ideas.

· The design, implementation, and control of programs seeking to increase the acceptability of a social idea, cause, or practice among a target group.
5. Product and Service Decisions:

Individual product and service decisions (Figure 9.2)

· Product and service attributes

· Product quality

· The ability of a product to perform its functions.

· Includes the product’s overall durability, reliability, precision, ease of operation and repair, and other valued attributes.

· “Freedom from defects”.

· The whole company has to be involved (TQM).

· Product features

· Competitive tool for differentiating product.
· Should be valued by the customer as determined through market research.

· Product style and design

· Good design contributes to product’s usefulness as well as looks.
· Branding

· Brand: a name, term, sign, symbol, or design that identifies the product.
· Can add value to a product.

· Helps buyers 

· Identify products.

· Determine quality.

· Helps sellers

· Convey product quality.
· Provide legal protection.
· Segment markets.

· Packaging

· Activities of designing and producing the container or wrapper for a product.

· Often includes primary, secondary and shipping packages.
· Functions of packaging

· Contain and protect.
· Promote the product.
· Differentiate the product.

· Labeling

· Serves to

· Identify the product.

· Describe the product.

· Promote the product.

· Must be careful not to

· Mislead customers.
· Fail to describe ingredients.
· Fail to include safety warnings.
· Product support services

· Survey customers regularly to assess current customer service.
· Companies use a mix of phone, email, fax, Internet and interactive voice and data technologies.
6. Product Line Decisions:
Product line

· A group of products that are closely related because they may

· Function in a similar manner.
· Are sold to the same customer groups.
· Market through the same types of outlets. 

· Fall within given price ranges.

Product line length

· Line stretching 
· Adding products that are higher or lower priced than the existing line.
· Line filling
·  Adding more items within the present price range.
7. Product Mix Decisions:
Product Mix

· Also known as product assortment

· Consists of all the product lines and items that a particular seller offers for sale

· Width

· # of product lines.
· Length

· # of products in lines.
· Depth

· # of versions of each product carried.
· Consistency 
· How closely related the product lines are.
8. Branding Strategy: Building Strong Brands:
Brand equity

· Positive differential effect that knowing the brand name has on customer response to the product or service. 

· One measure of equity is the extent to which customers are willing to pay more for the brand.
· Brand valuation is the process of estimating the total financial value of a brand.
Brands with strong equity have many competitive advantages
· High consumer awareness. 

· Strong brand loyalty.
· Helps when introducing new products.
· Less susceptible to price competition.
9. Building Strong Brands:
Figure 9.3

Brand positioning

· Consists of 3 levels

· Product attributes

· Lowest level and the least effective.

· Desirable benefits.

· Beliefs and values.

Brand name selection

· Good brand names

· Suggest something about the product or its benefits.
· Are easy to say, recognize and remember.
· Are distinctive.
· Are extendable.
· Translate well into other languages.
· Can be registered and legally protected.
Brand sponsorship

· Manufacturer’s brand

· Private brand (or store brand)

· A brand created and owned by a reseller of a product or service.

· Costly to establish and promote.

· Higher profit margins.

· Licensed brands

· Name and character licensing has grown.

· Co-branding

· The practice of using the established brand names of two different companies on the same product.

· Creates broader consumer appeal.

· Allows the company to expand its existing brand into a category it might otherwise have difficulty entering alone.

· However, it usually involves complex legal contracts and licenses.

· Partners must carefully coordinate their advertising, sales promotion, and their marketing efforts.

· Each partner must trust the other will take good care of its brand.

Brand development (Figure 9.4)

· Line extensions

· Minor changes to existing products.
· Brand extensions

· Successful brand names help introduce new products.
· Multibrands

· Multiple product entries in a product category.
· New brands

· New product category.
10. Managing Brands:
Managing brands

· Brands are known through advertising, personal experience, word of mouth, the Internet.
· Everyone in the company represents the brand.
· Companies need to periodically run a brand audit.
11. Nature and Characteristics of a Service:

Four service characteristics (Figure 9.5)

· Intangibility

· Cannot be seen, tasted, felt, heard, or smelled before they are bought.

· Inseparability
· Services are produced and consumed at the same time and cannot be separated from their providers.
· Variability
· Quality may vary, depending on who provides them and, when where and how.
· Perishability
· Cannot be stored for later sale or use.

12. Marketing Strategies for Service Firms:

The service-profit chain (Figure 9.6)

· The chain that links service firm profits with employee and customer satisfaction.

· Has 5 links

· Internal service quality.

· Satisfied and productive service employees.

· Greater service value.

· Satisfied and loyal customers.

· Healthy service profits and growth.

· Internal marketing

· Train and effectively motivate customer-contact employees and all the supporting service people to work as a team to provide customer satisfaction.

· Interactive marketing

· Perceived service quality depends heavily on the quality of buyer-seller interaction.

Managing service differentiation

· Differentiate offer, delivery, and image.
Managing Service Quality

· High quality standards.
· Service recovery.
· Front line service employees.
Managing Service Productivity

· Balance between productivity and quality.
13. Additional Product Considerations:
Product Decisions and Social Responsibility

· Government regulation

· Food and product safety

· Pricing and advertising

· Labeling, weights, and measures

· Hazardous products

· Product liability
International Product & Services Marketing

· Standardization versus local adaptation

· Electrical standards, packaging

· Cultural differences in meaning

· Barriers to trade

Chapter 10 – New Product Development and Life-Cycle Strategies

1. New-Product Development Strategy:

New-product development

· The development of original products, product improvements, product modifications, and new brands through the firm’s own R&D efforts.

Major stages in new-product development (Figure 10.1)

· Idea generation

· The systematic search for new product ideas

· Internal idea sources

· Formal research and development.

· Ask executives, scientists, engineers, manufacturing staff, and salespeople.

· External idea sources

· Watching and listening to customers.

· Company can analyze customer questions and complaints to find new products that better solve consumer problems.

· However, companies must be careful not to rely too heavily on customer input.

· Customers may not know what they need.

· Competitors are another good source of new product ideas.

· Companies watch competitors’ ads to get clues about their new products.

· They also buy competing new products; take them apart to see how they work.

· Distributors and suppliers can also contribute to new ideas

· Resellers are close to the market and can pass along information about consumer problems and new product possibilities.

· Suppliers can tell the company about new concepts, techniques, and materials that can be used to develop new products.

· Idea screening

· Screening new-product ideas in order to spot good ideas and drop poor ones as soon as possible.

· Concept development and testing

· Product concept

· A detailed version of the new product idea stated in meaningful consumer terms.

· Concept testing

· Testing new product concepts with a group of target consumers to find out if the concepts have strong consumer appeal.

· Marketing strategy development

· Designing an initial marketing strategy for a new product based on the product concept.

· Marketing strategy statement consists of 3 parts

· Describing the target market, the planned product positioning, sales, market share, and profit goals for the first few years.

· Outlining the product’s planned price, distribution, and marketing budget for the first year.

· Describing the planned long-run sales, profit goals, and marketing mix strategy.

· Business analysis

· A review of the sales, costs, and profit projections for a new product to find out whether these factors satisfy the company’s objectives.

· To estimate sales, the company might look at the sales history of similar products and conduct surveys of market opinion.

· Product development

· Developing the product concepts into a physical product in order to ensure that the product idea can be turned into a workable product.

· Test marketing

· Product and marketing program are tested in more realistic market settings.

· Standard market tests

· Company finds a small number of representative test cities, conducts a full marketing campaign, and uses store audits, consumer and distributor surveys, and other measures to gauge product performance

· Disadvantages

·  Can be very costly.

· May take a long time.

· Competitors can have a look at the new product before it is introduced nationally, which may give them enough time to develop defensive strategies.

· Controlled test markets

· Track individual consumer behaviour for new products from the television set to the checkout counter.

· Advantages

· Costs less.

· Can be completed much more quickly.

· Disadvantages

· Competitors can still have a look at the new product.

· The limited number of controlled test markets used by research services may not be representative of their products’ markets or target consumers.

· Simulated test markets

· Simulation provides a measure of trial and the commercial’s effectiveness against competing commercials.

· Advantages

· Cost less.

· Can be run in 8 weeks.

· Conceals the product out of the competitor’s view.

· Disadvantages

· Small sample size may not be representative.

· Commercialization

· Introducing a new product into the market.

· Company must first decide on introduction timing.

· Then, it must decide where to launch the new product.

· Single location

· Region

· National market

· International market

Organizing for new-product development

· Sequential product development

· One company department works to complete its stage of the process before passing the new product along to the next department and stage.

· Simultaneous (or team-based) product development

· Various company departments work closely together, overlapping the steps in the product-development process to save time and increase effectiveness.

· Limitations

· Risky, because quality may be compromised for speed and efficiency.

· Increases organizational tension and confusion.

2. Product Life-Cycle Strategies:
Product life cycle (PLC) (Figure 10.2 & Table 10.2)

· The course of a product’s sales and profits over its lifetime.

· Involves 5 distinct stages

· Product development

· Company finds and develops a new product idea.

· Sales are 0.

· Investment costs mounts.

· Introduction

· Period of slow sales growth.

· Profits are nonexistent due to heavy expenses of product introduction.

· Growth

· Period of rapid market acceptance and increasing profits.

· Maturity

· Period of slowdown in sales growth due to acceptance by most potential buyers.

· Profits level off or decline due to increased marketing outlays to defend the product against competition.

· Companies may reposition the brand to appeal to a larger or faster growing segment or look for ways to increase sales among present customers.

· Company might also try to modify the product.

· Changing characteristics to attract new users and more usage.

· Company can also try to modify the marketing mix

· Improving sales by changing one or more marketing mix elements.

· It can cut prices, launch a better advertising campaign or use aggressive sales promotions (trade deals, premiums, contests, etc.)

· Company can also move into larger market channels, using mass merchandisers, if these channels are growing.

· Lastly, the company can offer new or improved services.

· Decline

· Period when sales fall off and profits drop.

· Companies need to pay more attention to their aging products.

· Management may decide to harvest the product.

· Reducing various costs (plant and equipment, maintenance, etc.).

· If successful, harvesting will increase profits in the short-run.

· Management may decide to drop the product from the line.

· It can sell the product to another firm or simply liquidate it at salvage value.
Chapter 11 – Pricing

1. What is a Price?
Price

· The amount of money charged for a product or service, or the sum of the values that consumers exchange for the benefits of having or using the product or service.

2. Today’s New Pricing Environment:

Dynamic pricing

· Charging different prices depending on individual customers and situations.

· Dynamic pricing on the Web allows sellers to
· Monitor customer behavior and tailor offers.

· Change prices on the fly to adjust for changes in demand or costs.

· Aid consumers with price comparisons.

· Negotiate prices in online auctions and exchanges.

3. Pricing: An Important but Difficult Decision:

Price and the Marketing Mix

· Only element to produce revenues.
· Most flexible element.
· Can be changed quickly.
Common Pricing Mistakes

· Reducing prices too quickly to get sales.
· Pricing based on costs, not customer value.
· Pricing that is not changed often enough to reflect market changes.
· Pricing that does not take the rest of the marketing mix into account.
· Prices that are not varied enough for different products, market segments and purchase occasions.
4. Factors to Consider When Setting Prices:

Internal factors affecting pricing decisions

· Marketing objectives

· Survival

· Prevent competition from entering the market.
· Stabilize the market.
· Keep loyalty and support of resellers.
· Avoid government intervention.
· Create excitement for a product.
· Attract customers to a retail store.
· Help sales of other products in the same line.

· Current profit maximization

· Estimate costs.
· Estimate demand.
· Analysis of outcome at different price levels to determine which one produces maximum current profit, cash flow or ROI.
· Market share leadership
· Set prices as low as possible to buy market share.
· Product quality leadership

· Set prices high to cover to cover high cost of high performance quality and R&D.
· Pricing in Not for Profit or Public Organizations

· E.g., University 

· Uses the approach of partial cost recovery for public educational programs (benefits from grants, etc.).
· Uses the approach of full cost recovery for professional programs such as MBA degrees.

· NFP theatre may price to sell the most tickets.
· Social service may price adjust to serve varying incomes of clients.
· Marketing mix strategy

· Pricing must be coordinated with the other marketing mix elements.

· Target costing 

· Pricing that starts with an ideal selling price, and then targets costs that will ensure that price is met.
· Non-price positioning 
· De-emphasize price.
· Don’t charge the lowest price – adjust the marketing offer to support the higher price.
· Costs (Figure 11.2)

· Costs set the floor, or lowest amount that should be charged.
· Ideally, prices charged cover all costs and leave something left over for profit.
· Types of costs
· Variable

· Fixed (overhead)

· Total costs

· How costs vary at different production levels will influence price setting.
· Product considerations

· Market skimming pricing (high $)

· Used when the product is new technology, and not easily copied.
· Consumers will buy at that price.
· Costs of producing smaller volume don’t outweigh benefits.
· Barriers to competitor entry.
· Market penetration pricing (low $)

· Used when there are advantages to be gained by large volumes early in the life cycle.
· Enter market quickly and gain large share.
· High volume results in further reducing costs.
· Product line pricing

· Setting the price steps between products in a line (which offer the consumer different features) > Price Points.
· Organizational considerations
· Who sets the price?

· Small companies:  CEO or top management.
· Large companies: Divisional or product line managers.
· Price negotiation is common in industrial settings with pricing departments.
External factors affecting pricing decisions

· Nature of market and demand

· Sets the upper limit of the price to be charged

· Consumer perceptions of price and value

· “What is the consumer willing to pay?”

· Types of markets
· Pure competition

· Many buyers and sellers.
· No single effect on market price.
· Monopolistic competition

· Trade over a range of prices versus a single market price.
· Buyers pay for different features/levels of quality and service.
· Sellers differentiate with branding, advertising, personal selling.
· Oligopolistic competition

· A few sellers – highly sensitive to other pricing and marketing strategies.
· Difficult for more sellers to enter the market (e.g., aviation).
· Pure monopoly

· One seller.
· Government monopoly.
· Regulated monopolies – allowed by Government to set to yield “fair return.”

· Non-regulated monopolies – free to set price at level the market will bear.
· Price-demand relationship

· Demand curve
· A curve that show the number of units the market will buy at different possible prices in a given time period.
· Price elasticity of demand
· A measure of the sensitivity of demand to changes in price.

· Price sensitivity is lower for prestige or exclusive products or product for which there are ltd substitutes, or when the price is low relative to income or the cost is shared.
· Competitors’ costs, prices, and offers
· Consider competitors’ costs, prices, and possible reactions when developing a pricing strategy. 

· Pricing strategy influences the nature of competition

· Low-price low-margin strategies inhibit competition.
· High-price high-margin strategies attract competition.
· Benchmarking costs against the competition is recommended.
· Other external factors
· Economic conditions

· Affect production costs. 

· Affect buyer perceptions of price and value.
· Reseller reactions to prices must be considered.
· Government may restrict or limit pricing options.
· Social considerations may be taken into account.
5. General Pricing Approaches:
Figure 11.5 and 11.7

Cost-based pricing

· Cost-plus pricing

· Adding standard-markup to the cost of the product.

· Simplest method.

· Ignores demand and competition

· Popular pricing technique because
· It simplifies the pricing process

· Price competition may be minimized

· It is perceived as more fair to both buyers and sellers BUT….

· It only works if it brings in the projected sales
· Break-even analysis and target profit pricing

· Break-even pricing

· Setting the price to break even on the costs of making and marketing a product.

· Setting price to make a target profit.

· Break-even charts show total cost and total revenues at different levels of unit volume.

· The intersection of the total revenue and total cost curves is the break-even point.

· Companies wishing to make a profit must exceed the break-even unit volume.
Value-based pricing

· Setting price based on buyers’ perceptions of value rather than on the seller’s cost.

· Measuring perceived value can be difficult.

· Consumer attitudes toward price and quality have shifted during the last decade.

· Value pricing at the retail level

· Everyday low pricing (EDLP) 
· Involves charging a constant, everyday low price with few or no temporary discounts.

· High-low pricing
· Involves charging higher prices on an everyday basis, but running frequent promotions to temporarily lower prices on selected items below the EDLP level.
6. Price-Adjustment Strategies:
Discount and allowance pricing

· Discount

· A straight reduction in price on purchases during a stated period of time.

· Types of discounts

· Cash discount
· Is given to buyers who pay their bills promptly.
· Quantity discount
· Price reduction to buyers when they buy large volumes.
· Functional (trade) discount

· Seasonal discount
· Price reduction to buyers who buy things out of season.

· Allowances

· Promotional money paid by manufacturers to retailers in return for an agreement to feature the manufacturer’s products in some way.

· Types of allowances

· Promotional allowances

· Payments or price reductions to reward dealers for participating in advertising and sales-support programs.

· Trade-in allowances.
Segmented pricing

· Selling a product or service at two or more prices, where the difference in prices is not based on differences in costs.

· Segmented pricing strategies:

· Customer-segment (students).
· Product-form pricing.
· Location pricing (Bell center seats).
· Time pricing (early reservations).
· Also called revenue or yield management.
· Certain conditions must exist for segmented pricing to be effective

· No resale from one segment to the next.
· No underselling by competitors.
· Cost should not exceed revenue.
· Must be legal.
· Reflect real differences in customer perceived value.
Psychological pricing

· A pricing approach that considers the psychology of prices and not simply the economics.

· The price is used to say something about the product.

· Price-quality relationship.
· Reference prices.
· Differences as small as five cents can be important.
· Numeric digits may have symbolic and visual qualities that psychologically influence the buyer.
· Reference prices

· Prices that buyers carry in their minds and refer to when they look at a given product.

Promotional pricing

· Temporarily pricing products below the list price, and sometimes even below cost, to increase short-run sales.

· Loss leaders

· Special-event pricing

· Cash rebates

· Low-interest financing, longer warranties, free maintenance

· Promotional pricing problems

· Easily copied by competitors

· Creates deal-prone consumers

· May erode brand’s value

· Not a legitimate substitute for effective strategic planning

· Frequent use leads to industry price wars which benefit few firms

Geographical pricing

· Types of geographic pricing strategies
· FOB-origin pricing
· Goods are placed free on board a carrier.

· The customer pays the freight from the factory to the destination.

· Advantages

· Supporters feel that it’s the fairest way to assess freight charges.

· Disadvantages

· Company’s products become higher in cost for distant customers.
· Uniform-delivered pricing
· The company charges the same price plus freight to all customers, regardless of their location.

· Disadvantages

· May hurt the firm’s chances of winning over local buyers.

· Advantages

· Improves the odds of winning distant sales.

· Fairly easy to administer.

· Allows the firm to advertise its price internationally.
· Zone pricing
· The company sets up two or more zones.

· All customers within a zone pay the same total price.

· The more distant the zone, the higher the price.
· Basing-point pricing

· Freight-absorption pricing
International pricing

· Prices charged in a specific country depend on many factors

· Economic conditions

· Competitive situation

· Laws / regulations

· Distribution system

· Consumer perceptions

· Corporate marketing objectives

· Cost considerations

7. Price Changes:
Price changes

· Buyer reactions to price changes must be considered.

· Competitors are more likely to react to price changes under certain conditions.

· Number of firms is small

· Product is uniform

· Buyers are well informed

Initiate price cuts when a firm
· Has excess capacity.
· Faces falling market share due to price competition.
· Desires to be a market share leader.
Initiate price increases when a firm:

· Can increase profit.
· Faces cost inflation.
· Faces greater demand than can be supplied.

· Alternatives to increasing price

· Explore more cost effective production or distribution.
· Reduce product size.
· Remove features. 

· Unbundle the product.
Responding to competitors’ price changes (Figure 11.8)

· Evaluate the competitors’ reason for the price change.
· Evaluate marketplace response to the price change.
· Considers own product’s strategy.
8. Public Policy and Pricing
Price-fixing

·  Competitors cannot work with each other to set prices.
Price discrimination

· Customers must be offered proportionally equal discounts when used.
Deceptive pricing

· Cannot mislead customers as to value received.

Ethical issues in pricing

· Compliance with the law is the minimum standard when judging whether pricing practices are ethical.
· Can consumers understand prices and compare them?

· Consumers are unaware they can negotiate some prices.
· Ability to negotiate prices.

Chapter 12 – Distribution channels and Supply Chain Management
1. Supply Chains and the Value Delivery network:
Supply chain

· Upstream partners

· Firms that supply expertise needed to create a product or service (materials, etc.).

· Downstream partners

· Distributions channels that look forward toward the customer.

· Marketers have traditionally focused on the downstream side

· Supply chain – make-and-sell view.
· Demand chain – sense-and-respond-view.

Value Delivery Network

· The network made up of the company, suppliers, distributors, and ultimately customers who “partner” with each other to improve the performance of the entire system. 
2. The Nature and Importance of Distribution Channels:

Marketing channel (or distribution channel)

· Set of interdependent organizations involved in the process of making a product or service available for use or consumption by the consumer or business user.

· Channel choices affect other decisions in the marketing mix
· Pricing, marketing communications

· A strong distribution system can be a competitive advantage.

· Channel decisions involve long-term commitments to other firms.

How channel members add value (Figure 12.1)

· Fewer contacts.

· Match product assortment demand with supply.  

· Bridge, time, place, and possession gaps that separate products from users. 
Number of channel levels (Figure 12.2)

· The number of intermediary levels indicates the length of a marketing channel.

· Direct Channels

· Indirect Channels
· Producers lose more control and face greater channel complexity as additional channel levels are added.
· Channel members are connected via a variety of flows

· Physical, payment, information, promotion, and flow of ownership.
3. Channel Behaviour and Organization:
Channel conflict

· Occurs when channel members disagree on roles, activities, or rewards.

· Types of conflicts

· Horizontal conflict: occurs among firms at the same channel level.
·  Vertical conflict:  occurs among firms at different channel levels.
Conventional distribution channels (Figure 12.3)

· Consist of one or more independent channel members.
· Each seeking to maximize its own profits.
· Often result in poor performance.
Vertical marketing systems (VMS)

· Producers, wholesalers, and retailers act as a unified system.
· One channel member owns, has contracts with, or has so much power that they all cooperate.
· Benefits should include greater control, less conflict, and economies of scale due to the size of the system.
Vertical marketing systems (VMS)

· Corporate VMS

· Integrates successive stages of production and distribution under single ownership – channel ownership is established through common ownership.
· Coordination and conflict through regular organizational channels.
· Contractual VMS

· Individual firms who join through contracts.
· Franchise organizations 
· Manufacturer-sponsored retailer franchise system
· Manufacturer-sponsored wholesaler franchise system
· Service-firm-sponsored retailer franchise system
· Administered VMS

· Leadership through the size and power of dominant channel members.
· Leadership could be manufacturer or retailer. 
Horizontal marketing systems

· Companies at the same level work together with channel members.
Multichannel distribution systems (Figure 12.4)

· Also called hybrid marketing channels.
· Occurs when a firm uses two or more marketing channels.
Changing channel organization

· Disintermediation

· The displacement of traditional resellers from a marketing channel by radical new types of intermediaries.

4. Channel Design Decisions:
Have 4 steps

· Analyzing consumer needs

· Cost and feasibility of meeting needs must be considered. 
· Setting channel objectives

· Set channel objectives in terms of targeted level of customer service
· Many factors influence channel objectives
· Nature of the company (size/financial position) and its products.
· Marketing intermediaries. 

· Competition.
· Marketing environment.
· Identifying major alternatives

· Types of intermediaries

· Company sales force, manufacturer’s agency, industrial distributors.
· Number of marketing intermediaries

· Intensive distribution

· Stocking the product in as many outlets as possible.

· Exclusive distribution

· Giving a limited number of dealers exclusive right to sell goods.

· Selective distribution

· The use of more than one, but fewer than all, of the intermediaries.

· Responsibilities of channel members

· Evaluating the major alternative

· Economic criteria.
· Control issues.
· Adaptive criteria.
Designing international distribution channels
· Global marketers usually adapt their channel strategies to structures that exist within foreign countries.
· Key challenges:

· May be complex or hard to penetrate.
· May be scattered, inefficient, or totally lacking.
5. Channel Management Decisions:
Selecting channel members

· Which characteristics are important? 

· Years in business

· Lines carried

· Growth and profit record

· Cooperativeness and reputation

· Type of customer

· Location
Managing and motivating channel members

· Partner relationship management (PRM) for long-term partnerships.
· Software available to coordinate members.
Evaluating channel members

· Check channel performance of:

· Sales

· Inventory

· Customer delivery

· Promotion and training

· Customer service
7. Public Policy and Distribution Decisions:
Some issues

· Exclusive dealing
· Sellers cannot demand exclusivity for their product from resellers if it can be proven that it will lessen competition or create a monopoly.
· Exclusive territories

· Sellers may grant exclusive territories, but may have trouble demanding that resellers deal only within that exclusive territory.
· Tying agreements

· Demanding that resellers buy and/or stock all products within a product line, as a condition of doing business. Not illegal but a source of much channel conflict.
· Dealers’ rights

· Producers are free to select dealers, but are limited in their ability to terminate dealers; they must show cause, and cannot drop dealers who refuse to participate in doubtful legal arrangements.
· Sources of supply

· Ethical concerns over supply sources from countries with human rights violations or use the proceeds to fund armed conflict.
7. Marketing Logistics and Supply Chain Management:
Nature and importance of marketing logistics 

· Marketing logistics (physical distribution).

· Tasks involved in planning, implementing, and controlling the physical flow of materials, final goods and related information.
· Supply chain management.

· Managing upstream and downstream value-added flows of materials, final goods, and related information among suppliers, the company, resellers, and final consumers.

· Marketing Logistics 

· Outbound distribution.
· Inbound distribution.
· Reverse distribution.


· Involves the entire supply chain management system.

· Why greater emphasis is being placed on logistics.

· Offers firms a competitive advantage.
· Can yield cost savings.
· Greater product variety requires improved logistics.
· Improvements in distribution efficiency are possible due to information technology.
Goals of the logistics system (Figure 12.5)

· No system can both maximize customer service and minimize costs.

· The goal of marketing logistics should be to provide a targeted level of customer service at the least cost.

· Firms must first weigh the benefits of higher service against the costs.

Major logistic functions

· Warehousing
· Distribution centre.
· Inventory Management
· E.g.: Just-in-Time inventory system.
· Transportation
· Intermodal transportation

· Combining 2 or more modes of transportation.
· Logistics Information Management
· Electronic data interchange (EDI).

· Vendor-managed inventory (VMI).

· Continuous inventory replenishment systems.

Chapter 14 – Integrated Marketing Communications Strategy

1. The Marketing Communications Mix:

Marketing communications mix

· The specific mix of advertising, personal selling, sales promotion, and public relations a company uses.

· Advertising

· Any paid form of nonpersonal presentation and promotion of ideas, goods, or services by an identified sponsor.

· Sales promotion

· Short-term incentives to encourage the purchase or sale of a product or service.

· Public relations

· Building good relations with the company’s various publics by obtaining favourable publicity, building up a good “corporate image”, and handling or heading off unfavourable rumours, stories, and events.

· Personal selling

· Personal presentation by the firm’s sales force for the purpose of making sales and building customer relationships.

· Direct marketing

· Direct communication with carefully targeted individual consumers—the use of telephone, mail, fax, e-mail, the internet, and other tools to communicate directly with specific consumers.

2. Integrated Marketing Communications:

The changing communications environment

· Marketers are shifting away from mass marketing.

· Marketing programs are more focused and designed to build closer relationships with consumers in narrowly defined micromarkets.

· Improvements in information technology are speeding the movement toward segmented marketing.

· Marketers must rethink the roles of various media and promotion mix tools.

· Companies are doing less broadcasting and more narrowcasting. 

The need for integrated marketing communications (Figure 14.1)

· The concept under which a company carefully integrates and coordinates its many communications channels to deliver a clear, consistent, and compelling message about the organization and its products.

· Builds brand identity and customer relationships by tying together all of the company’s messages and images.

3. A View of the Communication Process:
Figure 14.2

In order to communicate efficiently, marketers need to understand how communication works

· Sender

· The party sending the message.

· Encoding

· Putting thought into symbolic form.

· Message

· Set of symbols that the sender transmits.

· Media

· Communication channels where the message moves from sender to receiver.

· Decoding

· Assigns meaning to symbols.

· Receiver

· The party receiving the message.

· Response

· Reactions of the receiver.

· Feedback

· Receiver’s response communicated back to the sender.

· Noise

· Unplanned static or distortion.
4. Steps in Developing Effective Communication:
Steps are

· Identifying the target audience

· Audience may be potential buyers, current users, individuals, groups, special publics, or the general public.

· Determine the communication objectives

· Buyer-readiness stages (Figure 14.3)

· Stages consumers go through on their way to purchase.

· Awareness

· Knowledge

· Liking

· Preference

· Conviction

· Purchase

· Design a message

· Message should get attention, hold interest, arouse desire, and obtain action.

· Message content

· Rational appeals (audience’s self-interest)

· Emotional appeals (stimulate emotions that can motivate purchase)

· Moral appeals (sense of what is right and proper)

· Message structure

· Marketers must decide how to handle 3 message structure issues

· Draw a conclusion or leave it to the audience.

· Present the strongest arguments first or last.

· Present a one-sided or two-sided argument.

· Message format

· Must consider colour and other seemingly unimportant details.

· Choosing media

· Personal communication channels

· Two or more people communicate directly to each other (face to face, person to audience, telephone, or mail).

· Word-of-mouth influence

· Communication between target buyers and neighbours, friends, family members, and associates.

· Buzz marketing

· Cultivating opinion leaders and getting them to spread information about a product or service to others in their communities.

· Nonpersonal communication channels

· Media that carry messages without personal contact or feedback, including major media atmospheres and events.

· Select the message source

· Must be careful in selecting a spokesperson. Their reputation may hurt brand.

· Collect feedback

· Ask target audience whether or not they remember the message, how many times they saw it, what points they recall, how they felt about the message, and their past and present attitudes toward the product and company.

5. Setting the Total Promotion Budget and Mix:
Setting the total promotion budget

· Affordable method

· Setting the promotion budget at the level management thinks they can afford.

· Disadvantages

· Completely ignores the effects of promotion and sales.

· Tends to place advertising last among spending priorities.

· Leads to an uncertain annual promotion budget.

· Percentage-of-sales method

· Setting the promotion budget at a certain percentage of current or forecasted sales or as a percentage of the unit sales price.

· Advantages

· Simple to use.

· Helps management think about the relationships among promotion, spending, selling price, and profit.

· Disadvantages

· Wrongly views sales as the cause of promotion rather as the result.

· Does not provide any basis for choosing a specific percentage.

· Competitive-parity method

· Setting the promotion budget to match competitors’ outlays.

· Arguments in favour

· Competitor’s budgets represent the collective wisdom of the industry.

· Spending what competitors spend helps prevent promotion wars.

· Disadvantage

· Neither arguments are valid.

· Objective-and-task method

· Defining specific promotion objectives.

· Determining the tasks needed to achieve these objectives.

· Estimating the costs of performing these tasks.

· Advantage

· Forces management to spell out assumptions about the relationship spent between dollars spent and promotion results

· Disadvantage

· Most difficult method to use.

Setting the overall communication mix

· The nature of each promotion tool

· Advertising

· Very expressive. Allows company to dramatize their products.

· Can be used to build long-term image for a product.

· However, it can be very expensive.

· It is impersonal and cannot be as directly persuasive as salespeople.

· Personal selling

· Most effective tool in building up buyers’ preferences, convictions, and actions.

· Buyer feels greater need to listen and respond.

· Sales promotion

· Offer strong incentives. 

· However, sales effects are often short-lived.

· Public relations

· Very believable.

· Message gets to buyers as news rather than as a sales pitch.

· Direct marketing

· Is nonpublic, immediate and customized, and interactive.

· Promotion mix strategies (Figure 14.4)

· Push strategy

· Calls for using the sales force and trade promotion to push the product through channels.

· Producer promotes to wholesalers, wholesalers promote to retailers, and retailers promote to consumers.

· Pull Strategy

· Calls for spending a lot on advertising and consumer promotion to build up consumer demand.

· If successful, consumers will ask their retailers for the product, the retailers will ask wholesalers, and wholesalers will ask producers.

Integrating the promotion mix

· Analyze trends, internal & external, that can affect company’s ability to do business.

· Audit the pockets of communications spending throughout the organization.

· Identify all contact points for the company and its brands.

· Team up in communications planning.

· Create compatible themes, tones, and quality across all communications media.

· Create performance measures that are shared by all communications elements.

· Appoint a director responsible for the company’s persuasive communications efforts.

6. Socially Responsible Marketing Communication:

Advertising and sales promotion

· Companies must avoid

· False or deceptive advertising.

· Ads that have the capacity to deceive.

· Sellers must avoid

· Bait-and-switch advertising that attracts buyers under false pretences.

Personal selling

· Salespeople must follow the rules of fair competition.

· To avoid bait-and-switch practices, salespeople’s statements must match advertising claims.

· Salespeople must not disparage competitors or competing products by suggesting things that are not true.

Chapter 15 – Advertising, Sales Promotion, and Public Relations

1. Advertising:

Advertising

· Any paid form of nonpersonal presentation and promotion of ideas, goods or services.

Must take 4 important decisions when developing an advertising program

· Setting advertising objectives

· Can be classified by primary purpose

· Inform

· Introducing new products.

· Persuade

· Becomes more important as competition increases.

· Comparative advertising.

· Remind

· Most important for mature products.

· Setting the advertising budget


· Methods of budget setting

· Affordable

· Percentage of sales

· Competitive parity

· Objective and task method

· Several factors should be considered

· Stage in PLC

· Market share

· Level of competition

· Ad clutter

· Degree of brand differentiation

· Developing advertising strategy

· Creative challenges

· Advertising clutter

· TiVo and DVR’s. People fast forward through commercials.

· Creating ad messages

· Message strategy

· Creative concept or big idea.

· Advertising appeal (meaningful, believable, and distinctive).

· Message execution

· Slice of life

· Lifestyle

· Fantasy

· Mood or image

· Musical

· Personality symbol

· Technical expertise

· Scientific evidence

· Testimonial evidence or endorsement

· Selecting advertising media

· Deciding on reach, frequency, and impact.

· Choosing among major media types by considering

· Consumer media habits

· Nature of the product

· Types of messages

· Costs

· Select specific media vehicles

· Newspapers, television, direct mail, radio, etc.

· Decide on media timing

· Continuity (even scheduling)

· Pulsing (uneven scheduling)

· Evaluating advertising campaigns

· Measuring communications effect

· Copy testing

· Measuring sales effect

· Compare past sales with past advertising expenditures.

· Experiments.

Other advertising considerations

· Organizing for advertising

· Small Vs large companies

· Nature of advertising agencies

· Advantages

· Provides outside point of view

· Has a lot of experience from working with different clients and situations.

· Consolidation and growth of agencies

· Creative boutiques

International advertising decisions

· Standardizing worldwide advertising

· Advantages include lower advertising costs, greater global advertising coordination, and consistent global image.
· Drawbacks include ignoring differences in culture, demographics, and economic conditions.
· Most marketers think globally, but act locally.

2. Sales Promotion:
Sales promotion

· Short-term incentives to encourage the purchase or sale of a product or service.

· Makes use of a variety of formats:  premiums, coupons, contests, etc.

· Attracts attention, offers strong purchase incentives, dramatizes offers, and boosts sagging sales.
· Stimulates quick response.
· However, it’s short-lived.
· Not effective at building long-term brand preferences.

Rapid growth of sales promotion

· Greater focus on increasing sales in short-term.

· Greater competition.

· Decline in advertising efficiency.

· Consumers are more “deal oriented”.

Sales promotion objectives

· Consumer promotion

· Increase short-term sales or long-term market share.

· Generate product trial.

· Trade promotions

· Obtaining distribution and shelf space.

· Encouraging retailers to advertise the brand.

· Sales force promotions

· Signing up new accounts.

Major sales promotion tools

· Consumer promotion tools

· Sample

· Small amount of a product offered to customers for trial.

· Coupon

· Certificate that gives buyers a saving when they purchase a product.

· Cash refund offer (rebate)

· Offer to refund part of the purchase price to consumers who send a “proof of purchase” to the manufacturer.

· Price pack (cents-off deal)

· Reduced price marked by the producer directly on the label/package.

· Premium

· Good offered either free or at low cost as an incentive to buy a product.

· Advertising specialties

· Useful article imprinted with and advertiser’s name, given as a gift.

· Patronage reward

· Cash or other award for the regular use of a certain company’s product.

· Point-of-purchase (POP) promotion

· Display and demonstration that take place at the point of purchase or sale.

· Contest, sweepstakes, games

· Trade promotion tools

· Discount (price-off, off-invoice, or off-list)

· A straight reduction in price on purchases during a stated period of time.

· Allowance

· Promotional paid by manufacturers to retailers in return for an agreement to feature the manufacturer’s products in some way.

· Free goods

· Extra merchandise.

· Push money

· Cash or gifts to dealers or their sales forces to “push” the product.

· Specialty advertising items

· Pens and pencils that carry the company’s name.

· Business promotion tools

· Includes many of the same tools used in consumer and trade promotions.

· Conventions and trade shows.

· Sales contests.

Key decisions when developing program

· Size of the incentive.

· Conditions for participation.

· Promotion and distribution of the actual sales promotion program.

· Length of the promotional program.

· Evaluation

3. Public Relations:
Public relations

· Building good relations with the company’s various publics by obtaining favorable publicity, building up a good corporate image, and handling or heading off unfavorable rumors, stories, and events.
· Highly credible.
· Many forms: news stories, news features, events and sponsorships, etc.

· Reaches many prospects missed via other forms of promotion.
· Dramatizes company or benefits.
· Often the most underused element in the promotional mix.
Role and impact of public relations

· Strong impact on public awareness at lower cost than advertising.
· Greater credibility than advertising.
· Publicity is often underused.
· Good public relations can be a powerful brand-building tool.
Public relation functions

· Press Relations

· Product Publicity

· Public Affairs

· Lobbying

· Investor Relations

· Development

Public relation tools

· News

· Speeches

· Buzz Marketing

· Corporate Identity Materials 

· Mobile 

· Marketing Special Events

· Written Materials

· Audiovisual Materials

· Public Service Activities

· Internet

Chapter 16 – Personal Selling and Direct Marketing

1. Personal Selling:

Personal selling

· Most effective tool for building buyers’ preferences, convictions, and actions.
· Personal interaction allows for feedback and adjustments.
· Relationship-oriented.
· Buyers are more attentive.
· Sales force represents a long-term commitment.
· Most expensive of the promotional tools.
The nature of personal selling

· Covers wide range of positions from order taker to order getter for relationship building.

· Sales people have many names

· Agents

· Sales consultants

· Sales Representatives

· Account Executives

· Sales Engineers

· District Managers

· Marketing representatives

· Account Development Representatives
· Salesperson

· An individual acting for a company by performing one or more of the following activities: prospecting, communicating, servicing, and information gathering.

The role of the sales force

· Two-way personal communication.
· More effective than advertising in complex selling situations.
· The sales force plays a major role in most companies.
· The sales force works to represent the company to customers.
· They also represent the customers to the company.

2. Managing the Sales Force:
Sales force management

· The analysis, planning, implementation, and control of sales force activities. 

6 steps to sales force management

· Designing sales force strategy and structure

· Sales force structure

· Territorial structure (Geographic)

· Product structure

· Customer structure

·  Complex structure (combination of various structures)

· Sales force size

· Many companies use the workload approach to set sales force size.

· Company groups account into different classes according to size, account status, or other factors related to the amount of effort required maintaining them.

· Other issues

· Outside sales force

· Inside sales force

· Team selling

· Recruiting and selecting salespeople

· Careful recruiting can increase overall sales force performance

· Reduce turnover and training costs.

· Traits of successful salespeople 

· Intrinsic motivation.
· Disciplined work style.
· The ability to close a sale.
· Ability to build relationships with customers.

· Training salespeople

· Training period from a few weeks to a year or more.
· Expensive, but yields strong returns.
· Web-based sales training programs.

· Programs have many goals

· Identify with the company and its products.
· Know about customers and competitors.
· The basics of the selling process.

· Compensating salespeople

· Compensation elements

· Salary, bonuses, commissions, expenses, and fringe benefits.

· Basic compensation plans

· Straight salary

· Straight commission

· Salary plus bonus

· Salary plus commission
· Compensation plans should direct the sales force toward activities that are consistent with overall marketing objectives.

· Supervising salespeople

· Supervision is used to direct and motivate salespeople.
· Companies will vary in how closely they supervise their salespeople; will vary depending on the skill level and maturity of the sales force, and type of selling.
· Tools used

· Annual call plans, and time-and-duty analysis can help provide direction.
· Sales force automation systems assist in creating more efficient sales force operations.
· The Internet is the fastest-growing sales technology tool.

· Effective supervisors also motivate the sales force

· Organizational climate

· Sales quotas

· Sales meetings

· Positive incentives (sales meetings, sales contests, honours, etc.)

· Evaluating salespeople

· Several tools can be used

· Sales reports

· Call reports

· Expense reports

3. The Personal Selling Process:
Selling process

· The goal of the personal selling process is to find new customers and sell them something.
· Most salespeople spend their time maintaining existing accounts and building long-term customer relationships.
Steps in the selling process

· Prospecting and qualifying

· Identifying customers that may have a need for the product or service being sold.
· Only a small number of prospects become customers.
· Prospecting requires effort, time, and commitment.

· Preapproach

· Learn as much about the prospective customer as possible, prior to approaching them to ask for a meeting.
· Use all resources to learn before meeting.
· Setting call objectives is important to being productive and not wasting the customer’s time.
· Approach

· Meeting and greeting the customer for the first time.
· Involves salesperson’s appearance, opening lines, and the follow-up remarks.
· Listening to the customer is crucial.
· Presentation and demonstration

· What happens during the sales call.
· Purpose is to uncover needs and then attempt to satisfy them.
· Questioning and listening skills are important.
· Technology can help or get in the way.
· Customers value empathy, honesty, punctuality, reliability, thoroughness, and follow through.
· Handling objections

· The salesperson seeks out, clarifies, and overcomes customer objections to buying the product or service

· Customers object for different reasons: no need, lack of information, product limitation, or as a negotiating tactic

· Handling objections is important, but preventing them is more effective; need to look at qualifying skills and use of features, advantages, and benefits

· Closing the sale

· Asking the customer to buy (order) the product.
· The only step that produces revenue; most important.
· Fear of rejection makes this step the most difficult.
· Keep it simple, honest, and direct; different types of closing techniques make assumptions that can be dangerous if used improperly.
· Follow-up

· Takes place after the sale.
· To ensure customer satisfaction.
· To keep the door open for repeat business.
· Ask for referrals.

Personal selling and customer relationship management

· The principals just described are transaction-oriented.
· Companies want to encourage repeat purchasing because it is more efficient than trying to replace lost customers.
· It takes different skills to build relationships with customers.
· Mutually profitable relationships are built on creating value, offering packaged solutions to problems, and improving products and processes.
4. Direct Marketing:

Direct marketing

· Direct communications with carefully targeted individual consumers to both obtain and immediate response and cultivate lasting customer relationships.
· Many forms: Telephone marketing, direct mail, online marketing, etc.

· Four distinctive characteristics:

· Nonpublic

· Immediate

· Customized

· Interactive

· Well-suited to highly targeted marketing efforts.
The new direct marketing model

· Direct Marketing is both, a direct marketing channel and an element of the marketing communications mix.
· Technology has made of direct marketing a new and complete model for doing business.

· Firms employing this direct-marketing model (such as Dell Computer) use it as the only approach.
Benefits and growth of direct marketing

· For buyers, it is convenient, easy to use, and private. It’s also immediate and interactive.

· For sellers, it’s a powerful tool for building customer relationships, and low cost.
Customer databases and direct marketing

· Customer database

· Organized collection of comprehensive data about individual customers, including geographic, demographic, psychographic, and behavioural data.

Forms of direct marketing

· Telephone marketing

· Outbound and inbound telephone marketing.

· Suffers from consumer burnout, and technology that blocks calls.

· Direct-mail marketing

· Flexible, personalized, but suffers from junk mail image.
· Catalogue marketing

· The big winners in the rise of the Internet. 
· Huge cost efficiencies by moving catalogue offering online

· Direct-response television marketing

· Infomercials work, despite a poor reputation. 
· Kiosk marketing

· Going to where the customers are.

Integrated direct marketing

· Direct marketing campaigns that use multiple vehicles and multiple stages to improve response rates and profits.

Chapter 18 – The Global Marketplace

1. Global Marketing in the 21st Century:

Global marketing in the 21st century

· World is shrinking.
· International trade is booming.
· Cultural diversity is a reality of our major cities: Montreal, Toronto, and Vancouver.
· Scope of every manager is the world.
· Global competition is intensifying.
Globalization

· Refers to the shift toward a more integrated and interdependent world economy.
· Two aspects – Global Market & Global Production.
Global firm

· A firm that, by operating in more than one country, gains R&D, production, marketing, and financial advantages in its costs and reputation that are not available to purely domestic competitors.

2. Decisions in Global Marketing:

Decisions in global marketing

· Looking at the global marketing environment.

· Deciding whether to go international.

· Deciding which markets to enter.

· Deciding how to enter the market.

· Deciding on the global marketing program.

· Deciding on the global marketing organization.

3. Looking at the Global Marketing Environment:
International trade system

· Tariffs, quotas, embargos, exchange controls, non-tariff trade barriers.
· World Trade Organization & GATT.
· Regional economic communities or free trade zones
· EU - European Union

· NAFTA - North American Free Trade Agreement
· MERCOSUR

· Other free trade areas

Political economy

· The political, economic, and legal environment of a country influences the attractiveness of that country as a market and/or investment site.
Economic environment

· Industrial structure
· Subsistence economies

· Raw material exporting economies

· Industrializing economies

· Industrial economies

· Income distribution
Political-legal environment

· Attitudes toward international buying
· Government bureaucracy
· Political stability
· Monetary regulations
· Exchange rates, exchange controls, etc.

· Counter-trade
· Barter, compensation/buyback, counter-purchase

Cultural environment

· Impact of culture on marketing strategy

· Cultural traditions, preferences, business norms & behavior vary from country to country.
· Impact of marketing strategy on cultures

· Exposure to foreign products and media cause changes in values, much to chagrin of some within local markets.
· “Globalization” or “Americanization”.
4. Deciding whether to go Global:
Deciding whether to go global

· Domestic marketplace can be easier and safer.

· Companies need to monitor international businesses

· Growth opportunities outside domestic markets.
· As a counterattack against competition at home.
· Reduce dependence on existing markets.
· Need larger customer base to achieve economies of scale.
· Company must evaluate its abilities & consumer/business environments in other countries.
5. Deciding which Markets to Enter:

Deciding which markets to enter

· Company should define its international marketing objectives and policies.

· Should decide what volume of foreign sales it wants.

· Also needs to choose how many countries it wants to market in.

· Needs to decide on the types of countries to enter.

· Should be ranked on several factors

· Market size, growth, cost of doing business, competitive advantage, and risk level.

· Marketers must then decide which markets offer the greatest long-run ROI.
6. Deciding how to Enter the Market:

Figure 18.2

How to enter the market

· Exporting

· Indirect 


· Company works through independent international marketing intermediaries.

· Involves less investment, since the firm does not require an overseas marketing organization or set of contacts.

· Involves less risk.

· Direct

· Company handles their own exports.

· Has more risk and potential return.

· Joint venturing

· Entering foreign markets by joining with foreign companies to produce or market a product or service.

· Licensing

· Company enters into an agreement with a licensee in the foreign market, offering the right to use a product for a fee or royalty.

· Company gains entry with little risk, but has less control over the licensee.

· If licensee becomes successful, the firm has given up these profits and may find it has created a competitor.

·  Contract manufacturing

·  Company contracts with manufacturers in a foreign market to produce the product or service.

· Provides a chance to start faster, with less risk, and the later opportunity either to form a partnership with or to buy out the local manufacturer.

· Management contracting

· The firm exports management services rather than products.

· Low-risk method of entry, and yields income from the beginning.

· Prevents the company from setting up its own operations for a period of time. 

· Joint ownership

· Company joins investors in a foreign market to create a local business in which the company shares joint ownership and control.

· Partners may disagree over investment, marketing, or other policies.

· Direct investment

· Assembly facilities, manufacturing facilities.

· Creates jobs, but yields the greatest risk and the greatest returns.
7. Deciding on the Global Marketing Program:

Deciding on the global marketing program

· Constant search for a balance between standardization & adaptation.
· Companies should “think globally but act locally” & use a “glocal” strategy.
· Standardized marketing mix

· The same basic 4 P’s are used in all markets.

· Adapted marketing mix

· The 4 P’s are adjusted for each international target market.
Product (Figure 18.3)

· Straight product extension

· Marketing a product in a foreign market without any change.

· Product adaptation

· Adapting a product to meet local conditions or wants in foreign markets.

· Product invention

· Creating new products or services for foreign markets.
Promotion

· Communication adaptation

· Fully adapting advertising messages to local markets.

Price

· Companies face many problems setting international prices

· Could charge a price that customers in foreign markets can support, but ignores differences in actual costs from country to country.

· Could use a standard markup, but may price the company out of the market in some countries.

· Price escalation, recent economic and technological forces, and the Internet.

· Companies also have problems setting a price for goods that a company ships to its foreign subsidies.
Place (Figure 18.4)

· Whole-channel view

· Designing international channels that take into account all the necessary links in distributing the seller’s products to buyers, including the seller’s headquarters organization, channels among nations, and channels within nations.
8. Deciding on the Global Marketing Organization:

Companies manage their international marketing activities in 3 different ways

· Most companies first organize an export department.

· Then create an international division.

· And finally become a global organization.
Chapter 4 – Marketing and Society: Social Responsibility and Marketing Ethics

1. Social and Ethical Criticisms of Marketing:

Impact on individual consumers

· High Prices
·  High costs of distribution

·  High advertising and promotion costs

· Excessive markups

· Deceptive Practices
·  Pricing/Promotion/Packaging

· High-Pressure Selling
· Shoddy or unsafe products
· Planned obsolescence
· Poor service to disadvantaged consumers
Impact on society

· False wants & too much materialism.
· Too few social goods.
· Cultural pollution.
· Too much political power.
Impact on other businesses

· Acquisitions of competitors.
· Marketing practices that create barriers to entry.
· Unfair competitive marketing practices.
2. Citizen and Public Actions to Regulate Marketing
Consumerism

· An organizational movement of citizens and government agencies to improve the rights and power of buyers in relation to sellers.

· Traditional seller’s rights

· Fundamental consumer rights

· The right to safety

· The right to be informed

· The right to choose

· The right to be heard

· The right to redress against damage

· The right to consumer education
Environmentalism (Figure 4.1)

· An organized movement of concerned citizens and government agencies to protect and improve people’s living environment.

· Environmental Sustainability

·  Pollution prevention

· Product stewardship

· New environmental technologies

· Sustainability vision

Public actions to regulate marketing

· Major legal issues affect all marketing management areas 
· Selling & advertising decisions

· Channel decisions

· Product decisions

· Packaging decisions

· Price decisions

· Competitive reaction decisions

3. Business Actions Toward Socially Responsible Marketing:
Enlightened marketing

· Consumer-Oriented Marketing
· Companies view & organize marketing activities from consumer’s point of view.
· Innovative Marketing
· Companies seek real product & marketing improvements.
· Customer-Value Marketing
· Companies put most of their resources into value-building marketing investments.

· Sense-of-Mission Marketing
· Companies define their mission in broad social terms rather than in narrow product terms.

· Societal Marketing
· Companies make marketing decisions by considering consumers’ wants, company’s requirements & long-run interests of both consumers & society.
Societal classification of products
· Deficient
· Pleasing
· Salutary
· Desirable
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