CHAPTER 1: Creating/Capturing Customer Value

Marketing: aim of marketing is to create value for customers and to capture value from customers in return
· The activity, set of institutions, and processes for creating, communicating, delivering, and exchanging products that have value for customers, clients, partners, and society at large
-The Firm’s Stakeholders: these include employees, unions, customers, competitors, activists, government and the press (these people affect company)

The Marketing Process: 1) Understand the marketplace + customer’s needs/wants 2) Design a customer-driven market strategy 3) Construct a marketing program that delivers superior value 4) build relationships + create customer delight *5) Capture value from customers to create profits and customer equity ($$$)


· Human Needs: states the felt deprivation; include basic physical needs for food, clothing, warmth, and safety; social needs for belonging/affection, and individual needs for knowledge and self-expression. These needs are not created by marketers
· Human Wants: the form of human needs take as shaped by culture and individual personality Wants are shaped by one’s society + marketing programs 
· Need food but want a breakfast sandwich and espresso at Tims
· Human Demands: when backed by buying power, wants become demands. Given someone’s wants, people demand products that add up to most value + satisfaction

Marketing Offerings: a combination of products, services, information, or experiences offered to a market to satisfy a need or want. Not only products also services (bank/hotel)

Marketing Myopia: the mistake seller’s make of paying more attention to the specific products a company offers than to the benefits & experiences produced by these products. Goal of Marketing: satisfying consumer needs and building customer relationships

· Exchange: the act of obtaining a desired object from someone by offering something in return. Marketing consists of actions to build/maintain desirable exchange relationships with target audiences involving a product, service, idea, etc.
· Markets: the set of actual and potential buyers of a product. These buyers share a particular need/want that can be satisfied through exchange relationships

Designing a Customer-Driven Marketing Strategy

Marketing Management: the art/science of choosing target markets and building profitable relationships with them. 
· The marketing manager’s aim is to find, attract, keep, and grow target customers by creating and delivering superior customer value

The company must first decide whom it will serve. Done by dividing the market into segments of customers (market segmentation), and selecting which segments it will go after (target marketing)

Value Proposition: The Company must also decide how it will serve its target customers- how it will differentiate and position itself in the marketplace. 
· A company’s value proposition is the set of benefits/values it promises to deliver to consumers to satisfy their needs                  (BMW: ultimate driving machine, APPLE: touching is believing)

Production Concept: the idea that consumers will favor products that are available and highly affordable. Also that the company should focus on improving production and distribution efficiency. (Low labor costs, high production efficiency + mass distribution)

Product Concept: the idea that consumers will favor products that offer the most quality, performance, and features. Also that the company should devote its energy to making continuous product improvements (can lead to marketing myopia) (mousetrap – spray)

Selling Concept: the idea that consumers will not buy enough of the firm’s products unless it undertakes a large-scale selling and promotion effort. The selling concept is typically practiced with unwanted goods that buyers don’t normally think of buying (ex: insurance, giving blood, etc.)

Marketing Concept: idea that achieving organizational goals depends on knowing the needs and wants of target markets and delivering desired satisfactions better than competitors do. Customer focus and value are the paths to sales and profits. 

Selling vs. Marketing Concept:
Selling: starting point: factory – focus: existing products – ends: profits through sales
Marketing: starting point: market – focus: customer needs – ends: profits through consumer satisfaction

Societal-Marketing Concept: the idea that a company’s marketing decisions should:     1) Consider consumers’ wants + the Company’s requirements 
2) Consumers and society’s long-run interests 
· This concept believes that marketing strategy should deliver value to customers in a way that maintains or improves both the consumer’s and society’s well being.
· Companies should balance three considerations: 1) Consumer’s wants 2) Company’s profits) and 3) Society’s interests/welfare (credo: honesty, integrity, people>profits)

· Marketing Mix: classified into the four Ps:
· Product: the firm must first create a need-satisfying market offering/product
· Price: it must decide how much it wall charge for the offering
· Place: how it will make the offering available to target consumers
· Promotion: communicate with target consumers bout the offering and persuade them of its value/merits
Customer Relationship Management: the overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction. Deals with all aspects of acquiring, keeping, and growing customers.

Relationship Building Blocks: Customer Value & Satisfaction 

1. Customer-Perceived Value: customer buys from the firm that offers the highest CPV – the customer’s evaluation od the difference between all the benefits and costs of a marketing offering relative to those of competing offers

2. Customer Satisfaction: depends on the product’s perceived performance relative to a buyer’s expectations. Product performance < expectations: dissatisfied and vice-versa
· Higher levels of satisfaction  greater customer loyalty  company profits

· Frequency Marketing Programs: reward customers who buy frequently or large amounts. Ex: airlines (upgrades, points) and supermarkets (discounts)
· Club Marketing Programs: offer members special benefits and create member communities (Ex: Harley Davidson: magazines, custom dream Harley)
· Selective Relationship Management: can’t attract every customer, so target fewer and more profitable customers with attractive offers to capture and get their loyalty (Ex: Best Buy’s angel customers: 20% of customers that produce most of its profit, buy new released electronics without waiting for a sale, and demons: slap down rock-bottom prices from websites and demand best buy to match, only buy on sale). 

· Consumer-Generating Marketing: marketing messages, ads, and other brand exchange created by consumer themselves – both invited and uninvited. Basically customers (us) making videos or other things of products we like (consumer is king)

· Partner Relationship Management: working closely with partners in other company departments and outside the company to jointly bring value to customers.
· More areas of a company than just marketing take on understanding customers and representing customer needs. Teams are now made, consisting of sales/marketing people, operations specialists & market/financial analysts
 
Creating and Capturing Customer Value

First four steps in the marketing process involve building customer relationships by creating/delivering superior customer value. Final step: capturing value in return in the form of current and future sales, market share, and profits

· Superior Customer Value = highly satisfied customers who stay loyal and buy more = greater long-run returns for the firm… The outcomes of creating customer value are:

1. Creating customer loyalty & retention: delighted customers remain loyal and talk favorably to others about company and its products. Aim of Customer Relationship Management is to create not just customer satisfaction, but customer delight (loyal)
· Customer Lifetime Value: the value of the entire stream of purchases that a customer would make over a lifetime of purchasing/shopping.

2. Growing Share of Customer: the portion of the customer’s purchasing that a company gets in its product categories. Companies want to increase the amount of money they get from your total shopping budget. (Ex: car companies want to increase their “share of garage”, airlines “share of travel”, and restaurants “share of stomach”.

3. Customer Equity: It’s not just important to acquire customers, but keeping and growing them as well. CRM takes a long-term view: companies want to not only create profitable customers, but to “own” them for life = greater share of their purchases + capture their customer lifetime value
· Customer Equity: total combined lifetime value of all the company’s clients, not only looking at current shares/profits but FUTURE as well

Building the Right Relationships with Right Customers

1. Strangers: low potential profitability + low loyalty (lowest profit potential)
2. Butterflies: potentially profitable + low loyalty (high profit potential)
3. True Friends: very profitable + high loyalty (best profit potential)
4. Barnacles: low potential profits + highly loyal (low profit potential)

There must be a fit between a company’s offerings and customer’s needs
· Strangers: little fit between offerings + needs
· Butterflies: good fit between company’s offerings + customer needs
· True Friends: good fit between company’s offerings + needs
· Barnacles: limited fit between offerings + needs

· Different types of customers require different relationship management strategies

The Major Trends/Forces that change the Marketplace  + Marketing Strategy

1. Digital Age:  the recent technology boom has created a digital age. Everyone’s more and faster connected through computers and other technology. This gives marketer’s new ways to learn & track customers + create products tailored to individual needs. New wave of communication, advertising – online advertising & social media

2. Rapid Globalization: in an increasing smaller world, marketers are now connected globally with their customers + marketing partners. Every company now in some way touched by global competition. 

3. Call for more Ethics & Social Responsibility: today’s marketers take greater responsibility for the social and environmental impact of their actions. Environmental movement for “greener” products. Some companies do it, some only within laws

4. Growth of Non-for-Profit Marketing: In recent years, marketing has become a part of strategies for non-profit orgs’ like universities, hospitals, museums, zoos, etc. Good marketing can help them attract membership and support.

Important Notes

· The first four steps of the marketing process focus on creating value for customers
· First, the company gains an understanding of marketplace + customer needs
· Then, designs a customer-driven marketing strategy
· Then, constructs a marketing program of the four marketing mix elements (4 Ps: Place, Product, Price & Promotion 

· The most important step in the marketing process involves building valuable, profitable relationships with target customers





 


























CHAPTER 2: Partnering to build Customer Relationships

Strategic Planning: developing and maintaining a strategic fit between the organization’s goals and capabilities and its changing marketing opportunities

1) Defining the company mission 2) Setting company objectives/goals 3) Designing the    business portfolio 4) Planning marketing and other functional strategies 
· Each company must find a game plan for long-run survival & growth
· Companies prepare annual plans and long-range plans for the company’s current business & future and strategic plans that involve adapting the firm to take advantage of opportunities in the constantly changing environment

Mission Statement: a statement of the organization’s purpose – what it wants to accomplish in the larger environment. A clear mission statement acts as an invisible hand

· Companies have product-oriented definitions and market-orientated definitions:
· Disney: Product: we run theme parks. Market: we create fantasies – dreams 
· Home Depot: Product: we sell tools & home repair items. Market: we empower consumers to achieve the homes of their dreams
· Basically market-oriented is fruity and should be meaningful & motivating

· Business Portfolio: the collection of businesses & products that make up a company
· 1) Company must analyze current portfolio and decide which businesses should get more, less, or no investment
· 2) Shape the future portfolio by developing strategies for growth & downsizing 

· Portfolio Analysis: management evaluates the products and business that make up the company. Company will want to put strong resources in most profitable business and phase down or drop its weaker ones.
· Strategic Business Unit (SBUs): a company division, product line within a division, or sometimes a single product or brand

· Growth-Share Matrix: a portfolio-planning method that evaluates a company’s strategic business units in terms of its market growth rate and relative market share.  
· Vertical Axis: market growth rate. Horizontal Axis: relative market share
· Problems: Difficult, expensive, time consuming and little long-term advice

1. Stars: High-growth and high-share businesses/products. 
· Often need heavy investments to finance their rapid growth. Eventually will slow and be cash cows

2. Cash Cows: Low-growth and high share businesses/products. 
· These established SBUs need less investment to hold their market share. Produce a lot of cash for company and can use $ for other SBU



3. Question Marks: High-growth and low-share businesses/products.
· Need a lot of cash to hold their share, management needs to think which products it should build into stars and which to phase out

4. Dogs: Low-growth and Low-share businesses/products.    						May generate cash to maintain themselves but not large amounts of $

Marketing has the main responsibility for achieving profitable growth for the company. Marketing needs to identify, evaluate, and select market opportunities & lay strategies

Product/Market Expansion Grid

· Market Penetration: company growth by increasing sales of existing products to existing market segments without changing the product (Existing product + market)
· +: Know products + market segments well
· -: Growth limited to this segment 

· Market Development: a strategy for growth by identifying/developing new markets for the existing products  (Existing product – New Markets)
· +: Can gain R&D and manufacturing economies
· -: Need new sales training and distribution

· Product Development: company growth by offering modified/new products to current market segments (New products – Existing markets)
· +:  Can gain marketing economies of sale
· -: Need new R&D and manufacturing, can cannibalize old sales

· Diversification: a strategy for growth through starting up or acquiring businesses outside the current products or markets (New products – New Markets)
· +: Can mitigate swings in core business by products in new marketplace
· -: No economies of scale in R&D or marketing


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.

1) Guiding Philosophy: marketing concept provides this – suggests that company strategy should revolve around building profitable relationships with important customers
2) Inputs: marketing provides inputs to strategic planners by identifying attractive market opportunities and by assessing firm’s potential advantage to take them.
3) Strategies: marketing designs strategies for reaching the company’s objectives

· Value Chain: the series of departments that carry out value-creating activities to design, produce, market, deliver and a support a firm’s products.
· A company’s value chain is only as strong as its weakest link. Success depends on how well each department does its work of adding customer value and how well the activities of various departments are coordinated

· 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.
· Ex: Toyota partnering/improving their suppliers to work together to meet its goals, train supplier employees, give daily performance feedback, etc.

Marketing Strategy: the marketing logic where the business units hope to create customer value and achieve profitable customer relationships.
· Company decides which customers it will serve (segmentation/targeting) and how it will serve them (differentiation/positioning)

Customer-Driven Marketing Strategy

Market Segment: a group of consumers who respond in a similar way to a given set of marketing efforts. Companies are wise to focus efforts on meeting distinct needs of individual market segments. (Ex: people who want luxury car no matter the price)

Market Segmentation: the process of dividing a market into distinct groups of buyers who have different needs, characteristics, or behaviors – and who might require separate products or marketing programs. (Geographic, demographic, psychological & behavioral)

Market Targeting: evaluating each market segment’s attractiveness and selecting one or more segments to enter. A company should target segments where it can profitably generate to generate customer value and sustain it long-term 

After a company decides which market segments to enter, it must decide:

Positioning: arranging for a product to be clear, distinctive and desirable relative to competing products in the minds of target consumers. *If a product is seen to be exactly like others on the market, consumers would have no reason to buy it*

Differentiation: actually differentiating the market offering to create superior customer value. Being different than competitors: lower prices, better value, more benefits, etc.

Marketing Mix

· Marketing Mix: the set of controllable, tactical marketing tools – product, place, 	price, and promotion – the company blends for a response it in the target market.
· Product: goods/services combination the company offers to the target market (variety, quality, design, features, packaging, services)
· Price: the amount of money customers must pay to obtain the product         (list price, discounts, allowances, payment method)
· Place: includes company activities that make the product available to target customers. (Channels, coverage, location, inventory, transportation)
· Promotion: activities that communicate the merits of the product and persuade target customers to buy it. (Advertising, public relations)

· 4 Cs: Customer Solution, Customer Cost, Convenience and Communication




Marketing Analysis

SWOT Analysis: an overall evaluation of the company’s strengths (S), weaknesses (W), opportunities (O), and threats (T).
1. Strengths: internal capabilities, resources, positive situational factors
2. Weaknesses: internal limitations, negative situational factors that may interfere with the company’s performance
3. Opportunities: favorable factors/trends in the external environment that the company may be able to exploit to its advantage
4. Threats: unfavorable factors/trends in the external environment that may present challenges to performance. 

Steps of Marketing Plan

1. Executive Summary: brief summary that reviews major goals and recommendations
2. Current Marketing Situation: describes target market and company’s position in it; including information on the market (segments), product performance (sales, prices), competition, and distribution (recent sales trends).
3. Threats & Opportunities analysis: T&O the product might face, helping management to anticipate important positive/negative development that impacts it.
4. Objectives/Issues: states marketing objectives that company would like to attain during the plan’s term and discusses keys issues that affect their attainment.
5. Marketing Strategy: outlines broad marketing logic where company hopes to create customer values and relationships & specific target markets and position.
6. Action Programs: how marketing strategies will be turned into specific action programs that answer: what will be done, when, who will do it, and how much $?
7. Budgets: details a supporting marketing budget that is essentially a projected profit-and-loss statement. Shows revenues & costs, the difference is projected profits
8. Controls: outlines the control that will be used to monitor progress and allow higher management to review implementation results and see products not meeting goals

· Market Implementation: the process that turns market strategies/plans into market actions to accomplish marketing objectives. Implementation is difficult – often easier to think of good marketing strategies than to carry them out.

· Marketing Control: measuring and evaluating results of marketing strategies and taking corrective action to ensure that objectives are achieved. Four steps:
· 1) Management sets goals 2) measures performance in marketplace 3) evaluates causes of reality/expectations 4) take corrective action to close gaps between its goals and performance

· Marketing ROI (Return On Investment): the net return from a marketing investment divided by the costs of the marketing investment. Measures the profits generated by investments in marketing activities. Not easy to put into dollars though


CHAPTER 3: Analyzing the Marketing Environment

Marketing Environment: this includes a company’s actors and forces outside marketing that affect marketing management’s ability to build and maintain successful relationships with target customers.

Microenvironment: the actors close to the company that affect its ability to serve its customers – the company, suppliers, marketing intermediaries, customer markets, competitors and publics.

Macroenvironment: the larger societal forces that affect the microenvironment – demographic, economic, natural, technological, political, and cultural forces. 

The Company’s Microenvironment

1. The Company: marketing management takes other company groups into account: top management, finance, R&D, purchasing, operations, and accounting. All these groups form the internal environment. Top Mana forms company’s missions & goals.

2. Suppliers: suppliers form an important link in the company’s overall customer value delivery system. They give resources needed by the company to produce goods/services. Marketing managers must watch supply availability + costs. 

3. Marketing Intermediaries: firms that help the company promote, sell, and distribute its goods to final buyers. Includes resellers, physical distribution firms, marketing services agencies, and financial intermediaries. 
· Resellers: distribution firms that help the company find customers or make sells for them. Includes wholesalers and retailers who buy/sell merchandise.
· Physical Distribution Firms: help company stock and move goods 
· Marketing Service Agencies: marketing research firms, advertising agencies
· Financial Intermediaries: banks, credit companies, insurance companies, etc.

4. Competitors: company must gain strategic advantage by positioning their offerings strongly against competitors’ offerings in the minds of consumers. 

5. Publics: any group that has an actual or potential interest in or impact on an organization’s ability to achieve its objectives.  These are all types/groups of publics:
· Financial: influences the company’s ability to obtain funds (banks, investment houses, and shareholders)
· Media: carries news, features, & editorial opinion (newspapers, magazines)
· Government: management must take gov’ developments into account. Marketers must often consult company’s lawyers on issues of safety & health
· Citizen-action: a company’s marketing decisions may be questioned by consumer organizations, environmental groups, minority groups, or others.
· Local: neighborhood residents and community organizations.
· General: a company needs to be concerned about the general public’s attitude to its products and activities. Public image of company affects buying habits
· Internal: includes workers, managers, volunteers, and the board of directors. Large companies use newsletters to inform/motivate their internal publics

6. Customers: customers are the most important actors in the company’s microenvironment. The aim of the entire value delivery system is to serve target customers and create strong relationships with them.

The Company’s Macroenvironment

1. Demographic Environment: Demography: the study of human populations in terms of size, density, location, age, gender, race, occupation, and other statistics.
· Important to marketers because it involves people  people make up markets
· Baby Boomers: 9,8 million Canadians born during WWII lasting till mid-1960s. Average of 4 children/family. Boomers spend a lot on a lot of luxuries
· Generation X: 7 million Canadians born 1967-1976 in the “birth dearth”. 
· Millennials (Y): 10.4mill children born between 1977-2000. A huge market

2. Economic Environment: factors that affect consumer buying power & spending patterns. Marketers must pay attention to major trends & consumer spending patterns
· Industrial economies: rich markets for many different kinds of goods
· Subsistence economies: consume most of their own agricultural and industrial output and offer few market opportunities
· Developing economies: can offer outstanding marketing opportunities for the right kinds of products
· Engel’s laws: differences noted in how people shift their spending across food, housing, transportation, health care, and other goods/services categories as family income rises  % spent on food declines, % spent on housing remains constant, other items (leisure, education, medical) increases

3. Natural Environment: involves natural resources that are needed as inputs by marketers or that are affected by marketing activities. Environmental concerns growing rapidly. Marketers should be aware of trends in the natural environment:
· Shortages of raw materials: air & water, renewable resources (trees/food), and nonrenewable resources (oil, coal)
· Increased pollution: industry will almost always damage natural environment
· Increased government intervention: governments in different countries vary in their concerns/efforts to promote a clean environment. 
· Environmental Sustainability: developing strategies and practices that create a world economy that the planet can support indefinitely. 

4. Technological Environment: forces that create new technologies, creating new product and market opportunities.  Technology released wonders (antibiotics, laptops) and horrors (nuclear missiles, assault rifles).
· The technological environment changes rapidly
· New technologies create new markets & opportunities, however each new technology replaces an older technology.

5. Political Environment: laws, government agencies, and pressure groups that influence and limit various organizations/individuals in a given society.
· Governments adopt a public policy – sets of laws/regulations that limit business for the good of society as a whole.

6. Cultural Environment: institutions and other forces that affect society’s basic values, perceptions, preferences and behaviors. People’s society shapes their basic beliefs and values. 
· Core beliefs have a high degree of persistence; passed from family and reinforced by schools/churches/business/government.
· People’s Views of Themselves: people vary in their emphasis on serving themselves versus serving others. Some people seek personal pleasure (fun, change, escape). Others seek self-realization through religion, recreating, etc.
· Do-it-yourselfers-Recent Movers: embody the whole do-it-yourself attitude, live through self-expression. Mostly Gen X families
· Adventurers: this type of person rarely does the same thing twice. Do activities most people think are too dangerous or wouldn’t dare to do.
· People’s Views of Others: recent years, there’s a shift in people’s attitudes towards others. People going out less with others and staying home more to enjoy comforts of home with technology.  “Home sweet home”
· People’s Views of Organizations: people willing to work for major companies, and expect them in turn to carry out society’s work. Also a large decrease in loyalty toward confidence in business/political organizations
· People’s View of Society: people’s attitudes toward society vary – nationalists want to defend it, reformers want to change it, malcontents want to leave it. People’s orientation to the society influences their consumption patterns (Canadian pride: Molson, petro-Canada, etc.)





CHAPTER 4: Sustainable Marketing

Sustainable Marketing: marketing that meets the present needs of consumers/businesses while also preserving/enhancing the ability of future generations to meet their needs.

Needs of Consumers vs. Needs of Business

1. Marketing Concept: Needs of Business: NOW – Needs of Consumers: NOW
· Focuses on meeting company’s short-term sales, growth & profit by giving consumers what they want now. Focus on needs of target-group better than competition. Doesn’t serve future best interests for customers or business

2. Societal Mark Concept: Needs of Business: NOW – Needs of Consumer: FUTURE
· Considers future welfare of consumers, while making money right away

3. Strategic Planning Concept: Needs of Business: FUTURE – Needs of C: NOW
· Considers future company needs

4. Sustainable Mark Concept: Needs of Business: FUTURE – Needs of C: FUTURE
· Calls for socially and environmentally responsible actions that meet both the immediate and future needs of customers and the company.

Marketing’s Impact on Individual Consumers

High Prices: critics say marketing system causes prices to be higher than usual:
· High Costs Of Distribution: too many intermediaries that end up causing distribution to cost too much and consumers pay for the excessive costs
· High Advertising Costs: pushing up prices to finance heavy advertising and sales promotion. Advertising expensive and marks up prices of goods
· Excessive Markups: some companies mark up goods excessively. 

Deceptive Practices: marketers sometimes accused of deceptive practices that lead consumers to believe they will get more value than they actually do.  3 categories:
1. Deceptive Pricing: falsely advertising “factory/wholesale” prices or larger price reduction from a phony high retail list price
2. Deceptive Promotion: misrepresenting the product’s features or performance or luring customers to the store for a bargain that is out of stock (seaweed top)
3. Deceptive Packaging: exaggerating package contents through subtle design, using misleading labeling, or saying size in misleading terms.

High-Pressure Selling: salespeople sometimes accused of high-pressure selling that persuades people to buy goods they had no intention of buying. Example; insurance, real estate, and used cars are sold not bought. Only works short-term, not giving value LT

Shoddy, Harmful & Unsafe Products: products sometimes not made well and services are not performed well. Also products deliver little benefit or might even be harmful.

Planned Obsolescence: some companies accused of sing materials/components that will break, wear, rust, or rot sooner than they should. (Ex: cars rusting 2-3 years). Also continually changing consumer concepts of acceptably styles (fashion, electronics).

Poor Service to Disadvantaged Customers: critics claim urban poor have to shop in smaller stores that carry inferior goods and charge higher prices. “Redlining” – drawing a line around disadvantaged neighborhoods and avoiding placing stores there


Marketing’s Impact on Society as a Whole

False Wants & too much Materialism: marketing system urges too much interest in material possessions and that North Americans’ love with all this is not sustainable. People judge by what they own not who they are; “greed is good” “shop till you drop”

Too Few Social Goods: businesses accused of overselling private goods at the expense of public goods. As private goods increase (cars), they require more public services (highways, traffic control) that result in social costs (traffic, gasoline shortage, pollution)

Cultural Pollution: our senses are constantly being assaulted by marketing and advertising. Commercials interrupt programs, billboards everywhere, spam emails, and etc. These interruptions constantly pollute people’s minds with materialism/sex/power

Marketing’s Impact on Other Businesses

· A company’s marketing practices can harm other companies and reduce competition. Three problems: 1) Acquisitions of competitors: big companies buy up smaller ones instead of developing their own brand 2) Marketing practices that create barriers to entry: big marketing companies can use patents, heavy promotion spending and tie up suppliers/dealers to drive out competitors 3) Unfair competitive marketing practices:  set prices below costs, threaten to cut off business with suppliers, “predatory” method

Sustainable Marketing calls for more responsible action by both Businesses and Consumers. Two major movements have arisen: Consumerism & Environmentalism

Consumerism: an organized movement of citizens and government agencies to 		improve rights and power of buyers in relation to sellers. 3 movements: 1) 1900s 	2) Great Depression 3) 1960s. Checks marketing system serves customer wants

Seller’s Rights: 1) right to introduce any products in any size/style as long as its not hazardous to health 2) right to charge any price for the product 3) right to spend any amount to promote the product, as long as its not unfair competition 4) right to use any product message and buying incentive programs as long its not misleading/dishonest
Buyer’s Rights: 1) right to not buy a product that’s offered for sale 2) right to expect a product to be safe 3) right to expect the product to perform as claimed 
· Consumerism Advocates call for the following additional consumer rights: 1) right to be well informed about important aspects of the product 2) right to be protected about questionable 3) right to influence products/marketing practices in ways that will improve quality of life 4) right to consume now that will preserve world sustainable 
------------------------------------------------------------------------------------------------------------Environmentalism: an organized movement of concerned citizens, businesses, and 	government agencies to protect and improve people’s current and future living 	environment.
· Environmentalists concerned with marketing’s effects on environment & the environmental costs of serving consumer wants/needs. Want more care with nature
1. 1960-70s: concerned with damage to ecosystem (mining, acid rain), loss of recreational areas, and increase in health problems (bad air, polluted water)
2. 1970s-80s: Government passed laws/regulations against industrial practices impacting environment. Companies invested billions to start controlling it

Environmental Sustainability: Generating profits while helping to save the planet.
 Involves developing strategies that both sustain the environment and produce profits
 Some companies only do what’s required to meet laws and keep environmentalist shut

The Environmental Sustainability Portfolio

Today’s “green”: focus on improving what companies already do to protect environment
Tomorrow “beyond greening”: looks to the future 

1. Pollution Prevention: INTERNAL and SHORT-RUN (“greening” today)
· Most basic level, eliminating/minimizing waste before it’s created
· Producing ecologically safer products, recyclable packaging, pollution control

2. Product Stewardship: EXTERNAL and SHORT-RUN (“greening” today)
· Minimizing environmental impact throughout the entire product life cycle
· Not just minimizing pollution from product design (internal), but all environmental impacts throughout life cycle (external)

3. New Clean Technology: INTERNAL and LONG-RUN (“beyond greening”)
· Developing new sets of environmental skills and capabilities, planning for it
· Need to develop innovative new technologies (Ex: Coke – investing in research for the future: safer packaging, vending machines

4. Sustainability Vision: EXTERNAL and LONG-RUN (“beyond greening”)
· Creating a strategic framework for future sustainability – guide for the future
· Shows how company’s products/services/policies/new technologies must be developed to get there. Provides framework for other 3 strategies

Business Actions towards Sustainable Marketing

1. Consumer-Oriented Marketing: company should view and organize its marketing activities from the consumer’s point of view. It should work to sense, serve, and satisfy needs of a defined group of customers, both now and future (all companies)

2. Customer-Value Marketing: company should put most of its resources into customer-value building marketing investments. 
a. Little changes companies do may raise sales ST, but add less value than actual improvements in product’s quality/features. Long run loyalty by adding value

3. Innovative Marketing: company continuously seeks real product and marketing improvements. New products to beat old ones (Ex: Wii outselling 360 + PS3)

4. Sense-of-Mission Marketing: company should define its mission in broad social terms rather than narrow product terms. A social mission helps employees feel better about their work and have a clearer sense of direction (“invisible hand”)

5. Societal-Marketing: a company makes marketing decisions by considering consumers’ wants and interests, the company’s requirements, and society’s long run interests.  *Alert companies see societal problems as opportunities. 
I. Deficient Product: low immediate satisfaction & low long-run benefits       (Ex: bad tasting ineffective medicine)
II. Pleasing Products: high immediate satisfaction & low long-run benefits     (Ex: cigarettes & junk food)
III. Salutary Products: low immediate satisfaction & high long-run benefits          (Ex: bicycle helmets or Buckley’s medicine) 
IV.  Desirable Products: high immediate satisfaction & high long-run benefits      (Ex: tasty and nutritious breakfast food, Toyota Prius (quiet and fuel)

Marketing Ethics

· Sustainable marketing goals of long-term consumer and business welfare (profitable) can be achieved only through ethical marketing conduct

· Corporate Marketing Ethics Policies: broad guidelines that everyone in the organization must follow.
· Another philosophy not on the system but in the hands of individual companies and managers. This suggests a company should have a “social conscience”. 


CHAPTER 5: Managing Marketing Info to Gain Customer Insights

· Companies use customer insights to develop competitive advantage through good marketing information. This builds customer value and relationships (long-term)

The real value of marketing research and marketing information lays in its:
· Customer insights: fresh understandings of customers and the marketplace derived from marketing information that becomes the basis for creating customer value & relationships
· Customer Insight groups collect customer and market information from a wide range of sources – traditional research studies to mingling with observing consumers to monitoring consumers online 
· They then use the marketing information to develop important customer insights from which the company can create more value to customers

Marketing Information System (MIS): consists of people and procedures for assessing information needs, developing the needed information, and helping decision makers to use the information to generate and validate actionable customer and market insights.
 Basically getting useful information to find customer/market insights
· A good MIS balances the information users would like to have against what they really need and what is possible to offer
· Sometimes the information needed is not available or because MIS limitations
· The costs of obtaining/analyzing/storing/delivering this information can be expensive. The cost and value of the information must be assessed.

Marketers get info: 1) Internal Data 2) Marketing Intelligence 3) Marketing Research

Internal Databases: electronic collections of consumer and market information obtained 	from data sources within the company’s network. Many companies build 	intensive ID. Marketing managers can assess info in the database to 	identify marketing opportunities/problems, to plan & evaluate performance
· Internal Databases can be accessed more quickly and cheaply than other information sources, but can be incomplete/slightly wrong/data ages quickly/adds up quickly

Marketing Intelligence: the systematic collection and analysis of publically available 	information about consumers, competitors, and developments in the marketing 	environment. 
· Goal is to improve strategic decision making by understanding the consumer environment, assessing/tracking competitors, and providing early warnings from threats and opportunities
· Good MI can help marketing gain insights into how consumers talk and connect with their brands. Also need to monitor competitor’s activities 
· Most of this lays on gaining an advantage on competitors 


Marketing Research: the systematic design, collection, analysis, and reporting of data 	relevant to a specific marketing situation facing an organization. 
· This gives marketers insights into customer motivations, purchase behavior, and satisfaction. Can also help assess market potential and measure effectiveness of the 4 Ps (place, price, product, promotion)

The Marketing Research Process: 1) Define the problem and research goals 2) Developing the search plan 3) Implementing the research plan 4) interpret/report the findings. 

1. Defining the Problem & Research Objectives (goals):
· Hardest step in Research Process; might know something is wrong, not what
· After the problem is defined carefully, manager and research sets the research objectives. Marketing Research might have one of three types of objectives:
· Exploratory Research: gather preliminary information that will help define the problem and suggest hypotheses
· Descriptive Research: to better describe marketing problems, situations, markets or market potential for a product (demographics)
· Causal Research: Test hypotheses on cause-and-effect relationships

2. Developing the Research Plan: 
· The Research Plan outlines sources of existing data and spells out the specific research approaches, sampling plans and instruments the research will use to gather new data. 
· Primary Data: information collected for the specific purpose at hand. Primary data has to be relevant, accurate, current, and unbiased. 
· Secondary Data: information that already exists somewhere, having been collected for another purpose. Researchers usually start by gathering secondary data.
· Commercial Online Databases: computerized collections of information available from online commercials sources or by the Internet. 

PRIMARY DATA: Research Approaches

Observational Research: gathering primary data by observing relevant people, actions, 	and situations. Researches observing consumer behavior to get customer insights 	they cant obtain by simply asking questions (Ex: watching kids play with toys)
· Drawbacks: some things cant be observed (feelings/motives), long-term behavior difficult to observe, and observations are difficult to interpret
· Ethnographic Research: OR that sends trained observers to watch and interact with consumers in their natural habitat. 

Survey Research: gathering primary data by asking questions about their knowledge, attitudes, preferences, and buying behavior. Best suited approach or descriptive info.
 Pro: flexibility: can be used to obtain many different kinds of information in many different situations. Can be conducted by phone, mail, in person, or on the web.

Experimental Research: gathering primary data by selecting matched groups of subjects, giving them different treatments, controlling other factors and checking differences in group responses. Tries to explain cause-and-effect relationships

Contact Methods
Flexibility, Quantity of Data Collected, Speed of Collection, Response Rate, Cost

1. Mail (worst): Poor, Good, Poor, Poor, Good
2. Telephone: Good, Fair, Excellent, Poor, Fair
3. In Person (best): Excellent, Excellent, Good, Good, Poor
4. Online: Good, Good, Excellent, Good, Excellent

· Individual Interviewing: talking with people in their homes/offices/streets/malls
· Group Interviewing: 6-10 people to meet with a trained moderator about a product, service, or organization.
· Focus Group Interviewing: personal interviewing that involves 6-10 people for a few hours with a trained interviewer that “focuses” group discussion on specific questions

Online Marketing Research: collecting primary data online through internet surveys, online focus groups, web-based experiments or tracking consumers online behaviors
Quantitative Research: conducting marketing surveys and collecting data
Pros over Phone/Mail: cheaper and faster, more interactive and engaging, easier to 	complete, less intrusive and higher response rates
Quantitative Web-Based Research: online focus groups or depth interviews
· Online Focus Groups: gathering a small group of people with a trained moderator to chat about a product/service/organization and gain qualitative insights about consumer attitudes and behavior. 
· Pros: low cost, easy to operate, results are immediate (fast)
· Cons: lack real world dynamics, controlling whose in the online sample, restricted internet access

Sample: a segment of the population selected for marketing research to represent the population as a whole; draw conclusions about large groups by studying a small sample
1. Who is to be surveyed? (What info is needed and who is likely to have it
2. How many people to be surveyed? (Large samples more reliable but cost more, but not necessary to sample entire target market to get reliable results
3. How should the people in the sample be chosen? 

Probability Sample:
· Simple Random Sample: every member of the population has an equal chance
· Stratified Random Sample: population divided into mutually exclusive groups (age groups), and random samples drawn from each group
· Cluster Sample: population divided into mutually exclusive groups (blocks), and the researcher draws a sample of the group to interview

Nonprobability Sample:
· Convenience Sample: researcher selects easiest population members from which to obtain information
· Judgment Sample: researcher uses his judgment to select population members who are good prospects for accurate information
· Quota Sample: researcher finds and interviews a prescribed number of people in each of several categories.

Research Instruments: in collecting Primary Data, two main choices:

1. Questionnaires: the most common survey instrument – in person/phone/online
· Very flexible – many ways to ask questions
· Choice of open-ended (opinion) and closed-ended (multiple choice)
2. Mechanical Instruments: instruments used to monitor consumer behavior


3. Implementing the Research Plan:  
· Putting Research Plan into action: collecting/processing/analyzing information
· Data collection is done here, check data for accuracy, then tabulate results and compute statistical measures

4. Interpreting and Reporting the Findings:
· Market researcher now draws conclusions and reports them to management
· Present important findings and useful insights that can be used

Customer Relationship Management (CRM)

Many companies turn to CRM to manage detailed information about individual customers and carefully manage customer “touch points” to maximize customer loyalty. 
· Touch Points: Every contact between the customer and company –            (Ex: Customer purchases, service/support calls, website visits, satisfaction surveys, credit/payment interactions, and market research studies)
· Pros: customer retention and increase in sales












CHAPTER 6: Consumer Markets & Consumer Buyer Behavior

Consumer Buyer Behavior: the buying behavior of final consumers –   
· Individuals & households that buy goods & services for personal consumption

Consumer Market: all the individuals & households who buy/acquire goods and 			services for personal consumption. (NA: 333 million people – consume trillions)

Consumers: 
· Vary tremendously in age, income, education level, and tastes.
· Also buy an incredible variety of goods and services
· Don’t know exactly what influences their purchases 

Factors Affecting Consumer Behavior

Cultural Factors: 1) Culture		2) Subculture		3) Social Class

1. Culture: the set of basic values, perceptions, wants, and behavior learned by a member of society from family and other important institutions – Largely learned
· Each group or society has a culture, and cultural influences on buying behavior may vary from country to country (Ex: Canada – many cultures)

2. Subculture: Every culture has smaller subcultures: a group of people with shared value systems based on common experiences and situations.  	
· Subcultures make up important market segments 
· (Ex: nationalities, religions, racial groups, and geographic regions)
· Regional Subcultures: marketers may develop distinctive programs for each region in Canada that’s shaped with distinctive characteristics for consuming

3. Social Class: relatively permanent and ordered divisions in a society whose members share similar values, interests, and behaviors. Determined by a combination of factors: occupation, income, education, wealth, or other variables. 


Social Factors: 1) Reference Groups	2) Family		3) Social Roles/Status

1. Reference Groups: any external influence that serves as a direct or indirect point of comparison or reference in forming a person’s attitudes or behavior. Exposes a person to new behaviors and lifestyles, and influences people’s attitudes + self-concept
· Groups: Two+ people who interact to accomplish individual or mutual goals
i. Membership Group: group where someone belongs + has a direct influence
ii. Aspirational Group: the group where the individual wishes to belong
· Opinion Leader: a person within a reference group that exerts social influence on others because of special skills, knowledge, personality, and other traits. More likely to be trusted than credible sources (newspapers)
2. Family: family members can strongly influence buyer behavior. The most important consumer buying organization in society. 
· Marketers interested in the roles/influences the husband/wife/child has on the purchase of different products and services
· Women make almost 85% of all family purchases. Disgusting. 

3. Roles & Status: a person belongs to many groups – family, clubs & organizations
· Role: activities people are expected 2 perform according to those around them
i. Each role carries a status given to it by society
ii. People usually choose products appropriate to their roles & status


Personal Factors: 5 personal factors that affect consumer behavior

1. Age & Life-Cycle Stage: people change the goods/services they buy over their lifetimes. Tastes in food, clothes, furniture, and recreation often age related
· Family Life Cycle: the stages through families might pass as they mature over time (young singles, married with children, childless couples, same-sex, etc.)

2. Occupation: a person’s occupation affects goods and services bought. Marketers try to identify the occupational groups that have high interest in their products/services. 
· Companies even specialize in making products needed by a given occ’ group

3. Economic Situation: a person’s economic situation will affect product choice. 
· Marketers of income-sensitive goods watch trends in personal income, savings, and interest rates. Some companies target high-income consumers

4. Lifestyle: a person’s pattern of living as expressed in his/her activities, interests and opinions. Lifestyle captures more than a person’s social class or personality: AIO
· Activities: work, hobbies, shopping, sports & social events
· Interests: food, fashion, family & recreation
· Opinions: about themselves, social issues, business & products
· Consumers don’t just buy products, they buy the values/lifestyles the products represent (Ex: BMW don’t sell convertibles but the convertible lifestyle)

5. Personality & Self-Concept: each person’s personality influences buying behavior
· Personality: the unique psychological characteristics that lead to relatively consistent and lasting responses to one’s own environment. (Self-confidence, dominance, sociability, autonomy, defensiveness, adaptability, etc.)
· The idea is brands also have personalities, and consumers are likely to choose brands with personalities that match their own
· Brand Personality: the specific mix of human traits that may be attributed to a particular brand. 1) Sincerity-Dove 2) Excitement-Apple 3) Competence-CNN 4) Jeep-Ruggedness 
· Ex: Apple commercial “I’m a Mac” – cool, hip & “I’m a PC” – loser

Psychological Factors: a person’s buying choices influenced by 4 Psycho factors:

1. Motive/Drive: a need that is sufficiently pressing to direct the person to seek satisfaction of it. A need  motive when it’s aroused to a sufficient level of intensity
· Sigmund Freud: people are largely unconscious about the real psychological forces shaping their behavior. Buying decision affected by subconscious motives
· Maslow: human needs are arranged in a hierarchy, from the most pressing at the bottom to the least pressing at the top; person tries to satisfy most important need first (Page 195) 

2. Perception: the processes where people select, organize, and interpret information to form a meaningful picture of the word. A motivated person is ready to act. How the person acts is influenced by his/her own perception of the situation.
· Selective Attention: tendency for people to screen out most of the information that they’re exposed – marketers work especially hard to attract consumer attention
· Selective Distortion: the tendency of people to interpret information in a way that will support what they already believe
· Selective Retention: consumers likely to remember good points about a brand they favor and to forget good points about competing brands.

3. Learning: changes in an individual’s behavior arising from experience. Learning occurs through interplay of drives, stimuli, cues, responses, and reinforcement

4. Beliefs & Attitudes: through doing and learning, people acquire beliefs and attitudes.
· Beliefs: a descriptive thought that a person holds about something. It may be based on real knowledge, opinion, or faith + may/may not carry emotions.
· Beliefs that people formulate about specific products/services make up product and brand image that affect buying behavior
· Attitudes: a person’s consistently favorable or unfavorable evaluations, feelings, or tendencies toward an object or idea. Attitudes put people into a frame of mind of liking/disliking things or moving toward/away from them


Types of Buying Decision Behavior

Complex Buying Behavior: High involvement & Significant differences with brands
· Consumers involved when product is expensive, risky or not bought often
· The consumer has much to learn about the product. Buyer pass through a learning process, developing first beliefs on the product, then making a thoughtful purchase choice

Dissonance-Reducing Buying Behavior: High Involvement & Few Brand Differences
· Consumers highly involved with expensive/infrequent/risky purchases
· Brand differences not large, buyers respond to good price or convenience 


Habitual Buying Behavior: Low involvement & Few Brand Differences 
· Ex: Salt – little involvement in this product; go to the store and take a brand
· Consumers have low involvement with the most low-cost/frequently purchased products.

Variety-Seeking: Low Involvement & A lot of Brand Differences
· In this case, consumers often do a lot of brand switching (ex: cookies)
· Market leader will try to encourage habitual buying behavior by dominating shelf-space, keeping shelves fully stocked, and a lot of advertising

The Buyer Decision Process: 5 stages

1. Need Recognition: Buyer recognizes a problem/need; the need can be triggered by: 
· Internal Stimuli: a person’s normal needs (hunger/thirst/sex) – rises to a level high enough to become a drive (need)
· External Stimuli: advertisement or a discussion with a friend

2. Information Search: the consumer is aroused to search for more information.
· The amount of searching you do depends on: the strength of your drive, the amount of info you start with, the ease of getting the info, the value you place on additional info & the satisfaction you get from searching

3. Evaluation of Alternatives:  the consumer uses information to evaluate alternative brands in the choice set. Some cases, consumers use careful calculations/logical thinking. Other times, the same consumers do little or no evaluating; buy in impulse/intuition

4. Purchase Decision: the buyer’s decision about which brand to purchase. Generally, the consumer’s purchase decision is the most preferred brand; two factors can interfere: attitudes of others & unexpected situational factors (competitor low price, lose job)

5. Post-purchase Behavior: stage where consumers take further action after purchase based on their satisfaction or dissatisfaction. 
· Satisfaction based on relationship between consumer’s expectations and the product’s perceived performance
· Cognitive Dissonance: buyer discomfort by post-purchase conflict for every purchase. Always comprise other brands for the chosen one

The Buyer Decision Process for New Products

New Product: a good, service, or idea that is perceived by some potential customers as new. May have been around for a while, but interest is how consumers learn about products for the first time and make decisions on whether to adopt (buy) them

Adoption Process: the mental process through which an individual passes from first hearing about an innovation to final adoption. Stages in adoption process:
I. Awareness: Consumer aware of new product but lacks information about it
II. Interest: Consumer seeks information about the new product
III. Evaluation: Consumer decides whether trying the new product makes sense
IV. Trial: Tries new product on a small scale to improve estimate of its value
V. Adoption: Consumer decides to make full and regular use of the product

5 Adopter groups that have different values:
1. Innovators: venturesome – try new ideas at some risk
2. Early Adopters: guided by respect - opinion leaders + adopt ideas early but carefully
3. Early Majority: deliberate – rarely leaders, adopt new ideas before average 
4. Late Majority: skeptical – adapt an innovation only after majority tried it
5. Laggard: tradition bound – suspicious of changes + adopt innovation when it become something of a tradition itself






























CHAPTER 8: Creating Value for Target Customers

Companies today recognize they can’t appeal to all buyers in the marketplace, or at least not all the buyers the same way; buyers 2 numerous, widely scattered, needs widely vary
· Instead of scattering their marketing efforts “shotgun approach”, firms are now focusing on buyers who have greater interest in the values they create best “rifle approach”

1) Market Segmentation: dividing a market into smaller groups with distinct needs, characteristics, or behaviors that might require marketing strategies or mixes
2) Market Targeting: process of evaluating each market segment’s attractiveness and selecting one or more segments to enter. 

Final 2 steps: company decides a value proposition – how to create value to target customers. Two ways: Positioning and Differentiation

· Differentiation: actually differentiating the market offering (product/service) to create superior customer value.
· Positioning: arranging for a market offering to occupy a clear, distinctive, and desirable place relative to competing products in the mind of target consumers

MARKET SEGMENTATION

Geographic Segmentation: dividing a market into different geographical units such as nations, regions, provinces, counties, cities, or neighborhoods. 
· A company can decide to operate in one/few geographical areas, or in all but pay attention to geographical differences in needs & wants
· Many companies localize their products, advertising, promotion, and sales efforts to fit the needs of individual regions, cities, or even neighborhoods (Video games)

Demographic Segmentation: dividing the market into groups based on variables such as age, gender, family size, family life cycle, income, occupation, education, religion, race, generation, and nationality. Demographic variables easier to measure than most others 
· Age and Life-Cycle segmentation: dividing a market into different age and life-cycle groups (Ex: Oscar Mayer: Lunchables for kids, Deli Creations for older 

Gender Segmentation: dividing a market into different based on gender. 
· Used in clothing, cosmetic, toiletry, and magazines

Income Segmentation: dividing a market into different income groups
· Widely used by marketers of products/services like cars, clothing, cosmetics, financial services, and travel. Ex: (Rolex, Dollar Store)

Psychographic Segmentation: dividing a market into different groups based on social class, lifestyle, or personality traits. 
Behavioral Segmentation: dividing a market into groups based on consumer knowledge, attitudes, uses, or responses to a product. Marketers believe this is best starting point for building market segments
· Occasion Segmentation: dividing a market into groups according to occasions when the buyer gets the idea to buy, actually makes the purchase, or use the item
· Benefit Segmentation: dividing the market into groups according to the different benefits that consumers seek from the product.
· 1) User Status (nonusers, ex-users, potential users, first-time users, regular users)
· 2) Usage Rate (light, medium, heavy users)
· 3) Loyalty Status: market can be segmented by consumer loyalty

Marketers often use multiple segmentation bases in an effort to identify smaller, better-defined target groups. (Bank: not just high income retired adults, but also segments on current income, assets, saving, risk preferences, housing and lifestyles

For Consumer Segmentation, many marketers believe that buying behavior and benefits provide the best basis for segmenting business markets. 

International Segmentation: forming segments of consumers who have similar needs of buying behavior even though they are located in different countries. (Lexus – global elite)

Requirements for Effective Segmentation:
· Measurable: the size and purchasing power can be measured
· Accessible: the market segments can be effectively reached and served
· Substantial: market segments are large and profitable enough to serve
· Differentiable: the segments are conceptually distinguishable and respond differently to different marketing mix elements (4 Ps) and programs
· Actionable: effective programs can be designed for attracting and serving the segments.

When evaluating different market segments, a firm must look at three factors:
1) segment size  2) segment structural attractiveness	3)company objectives/resources


SELECTING TARKET MARGET SEGMENTS

Target Market: a set of buyers sharing common needs or characteristics that the company decides to serve. Companies choose the target market they want to sell to

1. Undifferentiated Marketing (Mass Marketing): A market coverage strategy where a firm decided to ignore market segment differences and goes after the whole market with one offer.
· Company focuses on what is common in the needs of consumers
· Mass marketers have trouble competing with more focused firms that satisfy needs of specific segments and niches

2. Differentiated Marketing (Segmented): strategy where a firm decides to target several market segments and designs separate offers for each
· Offering product/marketing variations to segments, companies hope for higher sales and a stronger position within each market segment.
· Developing stronger position in several segments = more sales than undiff’

3. Concentrated Marketing: strategy where a firm goes after a large share of one or a few segments or niches.  
· Firms get stronger market position because of greater knowledge of consumer needs in the niches it serves and the special reputation it acquires.
· Market more effectively by fine-tuning products, prices & programs to needs
· Ex: Whole Foods; catering to “organic, natural, and gourmet foods”

4. Micromarketing: the practice of tailoring products and marketing programs to the needs and wants of specific individuals and local customer groups; 2 types:
I. Local Marketing: tailoring brands/promotions to the needs and wants of local customer groups – cities, neighborhoods, and even specific stores                (Ex: Wal-Mart: customizes its merchandises store by store to meet needs of local shoppers (Next to beach – extra suntan) 

II. Individual Marketing: tailoring products and marketing programs to the needs and preferences of individual customers – “one-to-one marketing”.         (Ex: Mini Cooper’s endless customization options)

Choosing a Target Strategy

1. Company Resources: If firm’s resources are limited, concentrated marketing is best
2. Product Variability: Undifferentiated marketing best for uniform products (grapefruit – steel). Products that vary in design (cameras/cars) best suited to differentiation or concentration
3. Product’s Life Cycle Stage: new product with 1 version: undifferentiated is the best
4. Market Variability: if buyers have the same tastes, buy the same amount, and react the same way – clearly undifferentiated (mass marketing) is the best choice
5. Competitor’s Marketing Strategies:  depends on what competitors do, if they do specific (differentiated/concentrated), mass marketing can be suicidal 

Product Position: the way the product is defined by consumers on important attributes – 	the place the product occupies in consumers’ minds relative to other products
· Ex: Subway “eat fresh”, Honda – “economy”, BMW “performance”
· To simplify buying process, consumers organize products/services/companies into categories and “position” them in their mind
· A product’s position is the complex set of perceptions, impressions, and feelings the consumers have for the product compared with competing products
Perceptual Positioning Maps: when planning their differentiation and positioning 	strategies, marketers prepare PPMs, that show consumer perceptions of their 	brands versus competing products on important buying dimensions.

To build profitable relationships with target customers, marketers must understand customer needs better than competitors and deliver more value to the customer.

Competitive Advantage: an advantage over competitors by offering greater customer value, either through lower prices or providing more benefits that justify higher prices
· If a company positions its product as the best; it actually has to differentiate the product so it delivers the promised quality/service. Value differences:
· Product: different on features, performance, style or design (Bose)
· Services: differentiation through speedy, convenient or careful delivery (TD- longer operating hours or Lexus known for HQ customer care)
· People: hiring and training better people than their competitors (Disney)
· Image: a company/brand image should convey product’s distinctive benefits and positioning. Calls for creativity and long-term hard work (Nike swoosh, McDonald’s arches, or associated with colors – UPS)

Choosing the right Competitive Advantage

1. How Many Differences to Promote: 
· Many marketers think companies should aggressively promote only one benefit to the target market. (Wal-Mart: low prices / BK: “have it your way”)
· Some think companies should position themselves on more than one differentiator; necessary if a lot of competitors claiming to be best on the same attribute (Pledge: woods, electronics, marble, stainless steel) 

2. Which Differences to Promote:
· Not every difference makes a good differentiator; has to have potential to make profits as well as add customer benefits: must satisfy following criteria:
· Important, Distinctive, Superior, Communicable, Affordable, Profitable & Preemptive (competitors cant easily copy difference)

Selecting an Overall Positioning Strategy

Value Proposition: the full positioning of a brand – the full mix of benefits that the 	brand is differentiated and positioned. Answer to “Why should I buy your brand?”
· 5 possible winning value propositions where a company can position its products:

1. More for More: More benefits (best product) & More expensive (higher price) 
2. More for the Same: More benefits for the Same price 
3. Same for Less: Same benefits for Less (cheaper)  - Wal-Mart / Discount Stores
4. Less for Much Less: Less than optimal performance for Much Less – Dollar Store
5. More for Less: Ultimate value proposition – easier said than done. Hard to sustain 

Developing a Positioning Statement: statement that summarizes company/brand position. To (target segment and need) our (brand) is (concept) that (point to difference)
CHAPTER 9: Products/Services/Brands to build Customer Value

Product: anything that can be offered to a market for attention, acquisition, use, or 	consumption that might satisfy a want or need. (Car, computer, services, events)

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 (Banking, hotel, airline)

Marketing-Mix: begins with building an offering that brings value to target customers

Market Offerings: Often include both tangible goods & services
· Pure Tangible Good: One extreme - no services come w/ the product (soap, salt)
· Pure Services: Other extreme - The offer is primarily a service (financial advice)
· Experiences: companies creating/managing customer experiences to differentiate their offers beyond simple product/service. (BMW; driving experience)

Levels of Products/Services: 3 levels; each level adds more customer value
1. Core Customer Value: most basic level; when designing products, marketers must first define the core, problem-solving benefits or services that consumer seeks
2. Actual Product: turning the core benefit into an actual product. Develop product/service features, design, quality level, brand name, and packaging
3. Augmented Product: this is built around the core benefit and actual product by offering additional consumer services and benefits (installation, warranty, after-sale service, quick repair services)

Consumer Products

Consumer Products are products and services bought by final customers for personal consumption. Classified further on how customers go about buying them
1. Convenience Products: products that customer frequently and immediately buy, with minimum comparison and buying effort (laundry detergent/candy/fast food)
2. Shopping Products: less frequently bought products where the customer usually compares carefully on bases as quality, price, and style (TV, furniture, appliances)
3. Specialty Products: products with unique characteristics or brand identification for which a significant group of buyers is willing to make a special purchase effort – high price, brand loyalty, exclusive (Ferrari, Rolex, LV)
4. Unsought Product: products that the consumer either doesn’t know or knows about but doesn’t think of buying – price varies (life insurance, blood donation)

Business Products

Business Products are products bought by individuals and organizations for further processing or for use in conducting a business. Difference between a consumer product and business product is the purpose the product is business (personal or business use)
1. Materials & Parts: raw materials & manufactured materials/parts. Raw materials (farm products/natural products). Manufactured products (iron/yarn/tires/motors)
2. Capital Items: business products that aid in the buyer’s production/operations including installation & accessory equipment (buildings, generators, computers, elevators, hand tools, desks, etc.)
3. Supplies & Services: operating supplies (lubricants, coal, paper) and repair/maintenance (paint, brooms)

· Other than tangible goods/services, marketers broaden concept of a product to include other market offerings – organizations, people, places & idea
· Social Marketing (IDEA): The use of commercial marketing concepts and tools in programs designed to influence individuals’ behavior to improve their well being and society’s

PRODUCT & SERVICE DECISIONS (3 levels):

1. Individual Product & Service Decisions: 

a) Product/Service Attributes: developing a product involves defining the benefits
· Product Quality: characteristics of a product/service that rely on its ability to satisfy stated/implied customer needs; defined in terms of creating customer value & satisfaction. 2 dimensions: Quality Level & Conformance Quality (consistency in delivering target level results)
· Product Features: products can be offered with varying features - car 
· Product Style & Design: design is a larger concept than style. Style describes the look of a product, design goes to the heart of the product; can make the product better and looks

b) Branding: a name, term, sign, symbol, design, or a combination of these that identify the products/services of one seller & differentiate them from competitors. Brand can add value to a product for consumers (everything is branded nowadays)

c) Packaging: designing and producing the container/wrapper for a product. 
· Recently used as a marketing tool; attracting attention, describing product and making the sale. Badly designed packages can be annoying and lost sales for a company 

d) Labeling: labels range from simple tags attached to products to complex graphics that are part of the packaging. They identify the product (name stamped), describe several things (who made it, when, where, contents), and promote (support its positioning and connect with customers)

e) Product Support Services: customer service, checking up on customers to assess value of current services, then take steps to fix problems or add new services 


2. Product Line Decisions: 

Product strategy also calls for building a product line:
· A group of products that are closely related because they function in a similar manner, sold to the same customer groups, marketed through the same type of outlets, or fall within given price ranges (Ex: Nike’s several lines of shoes)
· Product Line Length: number of items in the product line
· Line length influenced by company objectives and resources
· Line Filling: adding more items in a present range of the line (Pros: extra profits, satisfying dealers, using extra capacity. Cons: cannibalization and customer confusion)
· Line Stretching: when a company lengthens its product line beyond its current range. 
· Downward: done to plug a market hole or add low-end products because of faster growth taking place (VW Routan)
· Upward: done to add prestige to current products (Toyota launched Lexus and Nissan launched Infiniti) 

3. Product Mix Decisions: 

Product Mix (product portfolio): the set of all product lines and items that a particular seller offers for sale. (Ex: Sony: electronics, games, movies, shows, music, etc.)

4 important dimensions:
I. Width: number of different product lines the company has (Sony example)
II. Length: the total number of products within each line (Cannon’s Camera Line: digital cameras, camcorders, photo printers, memory media, accessories)
III. Depth: number of versions offered for each product				 (Sony’s TVs: tube, flat panel, HD, rear projection, front projection, or 3D)
IV. Consistency: how consistent all the products are to each other (being able to buy at the same store and all remotely similar (electronic, appliances)

Brands are a key element in the company’s relationship with consumers. Brands represent consumers’ perceptions and feelings about a product and its performance.

Brand Equity: the differential effect that knowing the brand name has on customer response to the product. A measure of the brand’s ability to capture consumer loyalty
· High Brand Equity gives a company many competitive advantages: higher level of consumer awareness/loyalty, more leverage in bargaining with resellers, high credibility for future products, some defense from competition
 4 consumer perception dimensions: 							1) Differentiation 2) Relevance 3) Knowledge 4) Esteem

Brand Valuation: the process of estimating the total financial value of a brand. 


Major Brand Strategy Decisions

Brand Positioning  Brand Name Selection  Brand Sponsorship  Brand Development

1. Brand Positioning: position their brands clearly in target consumers’ minds
a. Product Attributes: lowest level – marketing focused on attributes 
b. Benefits: associating the brand with a desirable benefit - Volvo (safety)
c. Beliefs/Values: best level – rely less on attributes/benefits & more on creating emotions (surprise, excitement, passion) – Starbucks, Apple, V’s Secret

· A brand is the company’s promise to deliver a specific set of features, benefits, services, and experiences consistently to the buyers.

2. Brand Name Selection: a good name can add greatly to a product’s success + protection of name using the registered trademark symbol

3. Brand Sponsorship: a manufacturer has four sponsorship options:
I. Manufacturer’s Brand: companies that sell products under their own brand names (Sony Bravia HDTV or Kellogg’s Frosted Flakes
II. Store Brand: a brand created and owned by a reseller of a product/service (Costco sells products under its brand Kirkland). Often price their store brands lower than comparable Manufacturer’s brands.
III. Licensed Brand: some companies license names/symbols previously created by other companies, names of well-known celebrities or characters from movies and books (Ex: G of Gucci, SpongeBob, Dora, etc.)
IV. Co-Brand: the practice of using the established names of two different companies on the same product or retail outlet. (Tims + Cold Stone
a. One company licenses another company’s well-known brand to use in with its own to add consumer appeal, brand equity + expansion\

4. Brand Development: a company has four choices to develop its brands
I. Line Extension: existing brand name and same product category
a. New forms, colors, size, ingredients (Jeep: 7 types of SUV models)
II. Brand Extension: existing brand name and new product category
a. Gives a new product instant recognition and faster acceptance
III. Multibrands: new brand name and same product category
a. Introduce additional brands in the same category, add different features and appeal to different buyers motives (VW – Audi)
IV. New Brands: new brand name and new product category
1. (Toyota created the separate Scion brand)






Services Marketing

Services have grown a lot in recent years – 69% of Canadian GDP and ¾ jobs
Governments offer services: courts, hospitals, military services, police & school
Private non-profit org’: museums, charities, churches, colleges & hospitals
Business org’ services: airlines, banks, hotels, insurance companies & retailers

A company considers four service characteristics when designing marketing programs:

1. Service Intangibility: a major of characteristic of services – they cannot be seen, tasted, felt, heard, or smelled before they are bought (Ex: plastic surgery – cant see result until after the purchase – and airline passengers trust to get to location safely)

2. Service Inseparability: they are produced and consumed at the same time and cannot be separated from their providers, whether it’s a person or a machine

3. Service Variability: the quality of service depends greatly, depending on who provides them and when, where, and how. (Ex: car wash, a painter, hotel service)

4. Service Perishability: services cannot be stored for later sale or use.			 (Ex: Dentist appointment, if you miss it, still get charged)

Marketing Strategies for Service Firms

Good service firms use marketing to position themselves strong in chosen target markets

The Service-Profit Chain: the chain that links service firm profits with employee and customer satisfaction. Successful service companies focus attention on both customers & employees. This stupid ass motherfucking chain has 5 links:
1. Internal Service Quality: superior employee training + work environment
2. Satisfied and Productive Service Employees
3. Greater Service Value
4. Satisfied and Loyal Customers
5. Healthy Service Profits & Growth

Service Marketing requires more than just four Ps. Also requires two more shit things:

1. Internal Marketing: the service company must orient and motivate its customer-contact employees and supporting service people to work as a team to provide customer satisfaction.

2. Interactive Marketing: training service employees in the fine art of interacting with customers to satisfy their needs. Must have great people skills



CHAPTER 18: Competition

Competitor Myopia: latest competitors may be more dangerous than current ones. (Ex: books vs. ebooks)

Components of Competition: 
1. Barriers to Entry: via $, promotion expenditure, product identification, distribution access, and switching costs
2. Bargaining power of suppliers & buyers:  less known = more expensive input costs from suppliers. 

Levels of Competition:
1. Pure: many buyers & sellers with easy market entry. Products similar and homogenous in consumers’ eyes (Ex: local restaurants)
2. Oligopoly: relatively few sellers, selling basically same product – inelastic demand with occasional price wars (gas stations)
3. Monopolistic: trying to create a different product in the eyes of consumers. Price is important, but there be many sellers (airlines, newspapers, phones)
4. Monopoly: extreme case of monopolistic competition – typically under government scrutiny (ex: Hydro Quebec)

Competition Strategy

Leader Strategy: expand total market = expand market share & protect turf (market)
 Coke, McDonald’s, Wal-Mart, Google, Nike

Challenger Strategy: frontal & indirect attack via ‘2nd mover advantage
 Pepsi, Colgate, Netscape vs. Internet Explorer

Follower Strategy: follow the leaders
 Zeller, Kmart all follow Wal-Mart
 Nichers strategy: very focused (Chez Cora’s, Dic Ann’s Burger)


Macroenvironment: Political

 Consists of laws, government agencies, and lobby groups
 The Company’s public policy 
 Increasing legislation: protect companies from each other, protect consumers from unfair business & protect interests of society

 Ethics & Social Responsibility: corporate codes & rules of ethics, stresses long run interests of consumers & the environment
1. Moral Idealism: strict laws
2. Intuitionalism: using you own discretion 
3. Utilitarianism: the consequences and results of are more important than the motives or the ethics themselves (results = than motives/ethics themselves)

Consumerism: lack of information, inadequate performance, false advertisement, self-service outlets, changing values, and disillusionment with the system

Abuses of the System: 

1. Trusts & Cartels: bid rigging & price fixing. (Construction/Charbonneau)
2. Price Discrimination: functional discounts, predatory pricing (Wal-Mart) 
3. RPM: Resale Price Maintenance – price fixing -  (Ex: Adidas setting a price to resellers that they must sale, that might have low profit)
4. Bait & Switch: lure customers in with a deal/promotion then the product is no longer there and they offer another one that’s more expensive
5. Reciprocity: giving something to consumers without perceived expectation of a return (gift, bonus points, discounts – example: Air Miles)
6. Pyramid Sales (1-10-100-1000 – Niko Bruno)
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