Chapter 4
Marketing’s impact on individuals

Accusations of harming consumers through high prices, deceptive practices, high-pressure selling, shoddy or unsafe products, high mark-ups, poor service.

High prices

High prices that are difficult for consumers to swallow
· High cost of distribution
· Charge beyond the value of their service
· Too many intermediaries, provide unnecessary or duplicate services
· Intermediaries do work that would otherwise have to be done by manufacturers or consumers
· Markups reflect the service that the customers want
· More convenience, larger stores and selection, more service, longer store hours, return privileges
· High advertising and promotion costs
· Pushing up prices to finance heavy advertising and sales promotions
· Promotion and packaging costs can amount to 40% or more of the manufacturers price to the retailer and only add physiological, not functional value to the product.
· Although advertising adds to product cost, adds value by informing potential buyers of the availability and merits of a brand
· Costs more but branding gives buyers assurance of consistent quality
· People want and are willing to pay more for the status that comes along with the purchase (psychological benefits)
· Excessive mark up
· Some company’s mark up because they have extra costs that need to be covered in order to provide the consumer with the product
· Distribution
· Promotion
· Research
· Costs of production

Deceptive practices

Customers believe that they will get more value than they really do
· Pricing
· Promotion
· Misrepresenting products features or performance or luring customers to a bargain that is out of stock
· Packaging
· Misleading labeling, describing size in misleading terms

Firms claiming that they are environmentally responsible;  biodegradable, eco-friendly, recycled, green, carbon neutral, carbon offsets, made from sustainable resources.

High pressure selling

Selling that persuades people to buy goods that they had no though of buying
· Insurance, used cars, real estate are SOLD not bought
· They sell with promises of compensation like prizes for those who sell the most
· Create a sense of consumer urgency (infomercials)
· Very little to gain from high-pressure selling; may work in one time-selling situations for short-term gain
· Damage relationships

Shoddy or unsafe products

Poor product quality or function
· Products are not made to perform well
· Product safety
· Health threats due to negligence or misuse of materials
· Product recalls

Planned obsolescence

Causing products to become obsolete before the actually should need replacement
· Using materials and components that will break, wear, rust, or rot sooner than they should.
Perceived obsolescence
· Continually changing consumer concepts of acceptable styles to encourage more and earlier buying (fashion trends)
Introducing planned streams of new products that make older models obsolete (technology)
· Anything more than a year or two old is out of date

Most people like the change and will most likely buy the new product.

Companies don’t design the products to fail because they don’t want to lose their customers to the competition.

Companies seek constant improvement to ensure that products will consistently meet or exceed customer expectations.



Poor service to disadvantaged consumers

Urban poor often have to shop in smaller stores that carry inferior goods at higher prices
· Presence of large national chain stores would keep prices down in lower-income neighborhoods
· Companies draw red lines around disadvantaged neighborhoods and avoid putting stores there
· Little to no access to fresh foods for those who have limited methods of transportation

Marketing’s impact on society as a whole

False wants and too much materialism

Too much interest in material possession
· People are judged by what they own, not who they are
· Not a natural state of mind, rather false wants created by marketing
· Growing aspirational gap (between what we have and what we want, lifestyles we can afford and those we wish to aspire)
· Aspire to celebrity lifestyles, to keep up with the Joneses by acquiring more stuff
· False wants that benefit industry y more than consumers
· Wants and values influenced by family, peer groups, religion, cultural background and education

Too few social goods

Overselling private goods at the expense of public goods
Ex:
· Increase automobile ownership; requires more highways, traffic control, parking spaces, and police services
· The overselling results in social costs such as traffic congestion, gasoline shortages, and pollution.
· Solution: make producers bear the full social costs of their operations
· Absorb the social costs so that they do not get passed onto consumers

Cultural pollution

Daily activities interrupted by advertisements
· Pollutes peoples minds with messages of sex, materialism, power or status
· They hope to reach target audience, cannot control if people who have no interest in the product happen to come across the ad as well.
· Ads keep down prices of services such as television, newspapers, magazines
Sustainable marketing 

Developing strategies that both sustain the environment and produce profits for the company

Marketing that meets the present needs of consumers and businesses while preserving or enhancing the ability of future generations to meet their needs
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Universal functions of marketing (internal)
Transactional
Buying and selling (exchange & promotion process)
Buy something for less than what your selling it for to make a profit
Logistical:
Transporting and sorting (material handling and distribution)
Manufacturers want to get rid of inventory as soon as possible, retailers want it until the last minute
Facilitating
Making it easier to buy
Bulk breaking: ability to buy single units
Risk taking: trends change, damage (risks that can occur after buying a product)

Marketing tasks an goals (external)
Conversional
Convert consumers from one brand to another
Better commercials, price, branding, packaging
Stimulational
Buying more for multiple purposes
Stimulate more sales by encouraging multiple purpose use
The ability to use a single product for multiple purposes
Developmental
Developing new clientele for a product
Targeting more than one audience for a single product
Remarketing
Bringing back something that is old and making it popular again

Synchromarketing 
Timing is everything
Back to school, Christmas
When hype for an iPhone dies, they come out with a new one
Maintenance marketing
Maintain market share
Keep the brand on consumers mind 
De-marketing 
Cut back on sales
Project a good corporate image
Ex: Cigarette pack pictures
Promoting social responsibility by making the packaging unattractive because they product that they are selling is not socially conscious
Counter marketing
Taking responsibility for mistakes and taking a product off the market (recall)

Purpose of marketing
Attract new clients with something better than what they’re getting 
Always trying to sell

Definition of marketing

**A human activity directed at satisfying needs and wants through exchange processes

Exchange of product or service for revenue or feedback

Managing profitable customer relationships

Attract new customers by promising superior value, keep and grow current customers by delivering satisfaction

Satisfying customer needs in a socially responsible and ethical manner
A marketer understands consumer needs; develops products that provide superior customer values; and prices, distributes, and promotes them effectively and ethically, these products will sell easily

Make selling unnecessary

Problems:
Needs of the consumer are not defined
Definition sounds like strictly a distribution activity
Fails to recognize the use and need of marketing by non-profit or non business organizations
The need to project a favorable image 
Ex: government, schools hospitals, universities…etc. 
Definition: human activity directed as satisfying needs and wants through exchange processes.
The process by which companies create value for customers an build strong consumer relationships in order to capture value from customers in return

Marketing myopia

 The mistake of paying more attention to the specific products a company offers than to the benefits and experiences produced by these products
· Focus only on existing wants and lose sight of underlying customer needs
· They forget that the product is only a tool to solve the customer’s problem

Purpose of marketing

The purpose of marketing is to attract and retain clients by delivering superior value. 

Marketers do this by understanding consumer wants and needs and delivering the most value and satisfaction.

By meeting and exceeding consumer needs, this allows companies to keep and grow clients by delivering satisfaction.

Marketing management

Marketing management wants to design strategies that will build profitable relationships with target consumers by communicating, delivering and exchanging offerings that have value for customers, clients, partners & society at large.
· Companies create value for customers and build strong customer relationships in order to capture value from them in return

Production concept
The idea that consumers will favor products that are available and highly affordable. Therefore, the organization should focus on improving production and distribution efficiency.

Product concept
Consumers will favor products that offer the most in quality, performance, and innovative features.
· Making continuous product improvements




Selling concept
Consumers will not buy enough of the firm’s products unless it undertakes a large-scale selling and promotion effort.
· Typically used for unsought goods that consumers don’t usually think to buy
· Track down consumers and sell them on the product’s benefits
· Creates sales transactions rather than developing on long-term, profitable relationships
· Selling what the company sells, not what the consumers want
· Convinced that customers who are coaxed into buying the product will like it

Marketing concept
A companies’ marketing decisions should consider consumers’ wants, consumers’ long-run interests and society’s long-run interests
· Fulfilling short-term needs isn’t always what’s best for consumers in the long-run
· Marketing strategy should deliver value to customers in a way that maintains or improves both consumers’ and society’s well-being
· Socially and environmentally responsible
· Should balance three considerations
· Company profits
· Consumer wants
· Society’s interests

Societal marketing concept
Questions whether the pure marketing concept overlooks possible conflicts between consumer short-run wants and consumer long-run welfare
· Satisfying immediate needs isn’t always what’s best the long-run welfare
· Should deliver value to customers in a way that maintains or improves both consumers and society’s well-being
· Socially and environmentally responsible marketing meets the present needs of consumers and businesses while preserving or enhancing the ability of future generations to meet their needs. 
· Must consider: company profits, consumer wants, and society’s interests.

Growing share of customer
Share of customer: the portion of the customer’s purchasing that a company gets in its product categories.
Ex: banks want to increase ‘share of wallet’, resto’s and grocery stores want to increase ‘share of stomach’
· Offer great variety to current customers
· Cross-sell and up-sell more products and services to existing customers





Building customer equity
Total combines customer lifetime values of all of the company’s current and potential customers.
· Projects the future of the company by measuring the firm’s performance based on the level of customer equity
· The more loyal the firm’s profitable customers, the higher the customer equity
· Better measure of performance than current sales or market share
· Equity can go down if: loyal customers are getting older and they are not generating any new ones to keep their place
· The younger the customer, the higher the life-time value


Retaining and growing old customers can be more important and more profitable than trying to acquire new ones. This will help increase customer equity.


Brand’s value proposition
The set of benefits or values it promises to deliver to consumers to satisfy their needs.
· Why should I buy this brand rather than the competitors?
· Brands will offer benefits and create value for the consumer beyond the tangible product that will make customers prefer them over the competition

Changing marketing landscaping

The digital age
The recent boom in technology has majorly impacted the ways companies bring value to their customers
· Created new ways for marketers to learn about and track customers and create products and services tailored to individual customer needs.
· Create detailed databases and use them to target individual customers with offers designed to meet their specific needs.
· No control over what is said about an ad or where its share or who its shared with.
· 24/7 marketing through the internet

Rapid globalization
Every company is connected in competition with other companies all over the world.
· Companies need to take into consideration other companies around the world when measuring competition, opportunities and their view on the industry.
Ex: North American vs. European and Asian marketing efforts
Ex: Quebec Bombardier has become the leader in aviation and rail transportation industries
· Greater market coverage
· More options for purchasing and manufacturing
· Increased competition from foreign competitors

Ethics and social responsibility
Marketers need to take great responsibility for the impact of their actions.
· Corporate ethics and social responsibility
· Actions that companies take affect customer relationships
· Profit by serving immediate needs and the best long-run interests of their customers and communities

Not-for-profit marketing
Many non-profit organizations are realizing the importance of strategic marketing
· Universities, hospitals, zoos, museums, symphony orchestras and churches.

Competition for support and membership
· Fundraisers
· Workshops
· Attracting recruits for the military (campaigns)
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Strategic Planning
The process of developing and maintaining a strategic fit between the organization’s goals and capabilities and its changing marketing opportunities
		
Game plan for long-run survival and growth

· Adapting the firm to take advantage of opportunities in its constantly changing environment
· Four steps: Defining mission statement, setting company objectives and goals, designing the business portfolio, planning marketing and other functional strategies

Defining a Market-Oriented Mission
Mission statement: A statement of the organization’s purpose- what it wants to accomplish in the larger environment
Answers the questions: What is our business? Who is the customer? What do customers value? What should our business be?
Should be market oriented and defined in terms of satisfying customer needs and not focused on the product itself
	Not myopically by saying: “we sell couches”, or “We produce milk”.
· Tangible elements may eventually become outdated but basic market needs may last forever
· Should emphasize the company’s strengths and weaknesses
· Should not be stated as making more sales or profits
· A reward for creating value for customers
· Focus on customers and the customer experience the company seeks to create
McDonalds: “to be our customers favorite place and way to eat”
Under Armor: ”to make all athletes better through passion, science and the relentless pursuit of innovation”


‘SMART’
· Specific - precise description
· Measurable - quantitative value to show attainment
· Attainable - be achievable but challenging
· Relevant - be pertinent to co. mission
· Time-Based - have a deadline for completion

Managing the marketing effort
Marketing Analysis (SWOT)
· Understanding strengths
· Internal capabilities, resources, and positive situational factors that may help the company serve its customers and achieve its objectives
· Analyzing weaknesses
· Internal limitations and negative situational factors that may interfere with the company’s performance
· Finding opportunities
· Favorable factors or trends in the external environment that the company may be able to exploit to its advantage
· Avoiding threats
· Unfavorable external factors or trends that may present challenges to performance

Goal: to match the company’s strengths to attractive opportunities in the environment, while eliminating or overcoming the weaknesses and minimizing the threats.

Marketing Planning 
Choosing marketing strategies that will help the company attain its overall strategic objectives

Marketing strategy outlines how the company indents to create value for target consumers in order to capture value in return.
· Marketing plans include: 
· Executive summary: brief summary of the main points and recommendations of the plan for management to review

· Analysis of current situation: consists of a market description (defines major market segments, considers customer needs and environment), product review (sales, prices, gross margins for major products), review of competition, review of distribution (evaluates recent sales trends & other developments in major distribution channels)

· Objectives: states the marketing objective that the company would like to attain during the plan’s term and key issues that will affect their attainment.

· Targets and positioning: assesses major threats and opportunities that the product might face, anticipate important positive or negative developments that may impact the firm and strategies

· Marketing mix: how will the company create value for customers in order to capture value from customers? Outlines specific strategies for each marketing mix element.

· Budget: details supporting a marketing budget that is a projected profit-and-loss statement

· Controls: control used to monitor progress and allow higher management to review implementation results and spot products that aren’t meeting their goals

Implementation 

Process turning marketing strategies and plans into marketing actions in order to accomplish strategic marketing objectives.

Addresses; who, where, when and how

Effective implementation can help companies gain a competitive advantage
Companies can have the same strategy but the one that is faster of has a better execution will always win.

Successful implementation depends on how well the company blends its people, organizational structure, decision and reward system, and company culture into a cohesive action plan that supports its strategies



Marketing control
Measuring and evaluating the results or marketing strategies and plans and taking corrective action to ensure that the objectives are achieved
Three steps:
1. Sets specific marketing goals
2. Measures performance in the market place and evaluates the causes of any differences between expected and actual performance.
3. Takes corrective action to close the gaps between goals and performance

Operating control: checking ongoing performance against annual plan and taking corrective action when necessary to ensure company achieves sales, profits, and other goals.
Strategic control: looking at whether the company’s basic strategies are well matched to its opportunities
Make sure that the overall approach is still relevant and effective in relation to changes in the marketplace

Marketing audit:
· Comprehensive, systematic, independent, periodic
· Examination of a company’s environment, objectives, strategies, and activities
· To identify problems, opportunities, and plans of action

Designing the business portfolio

Business portfolio: the collection of businesses and products that make up the company

Strategic business unit (SBU) is a unit of the company that has a separate mission and objectives that can be planned separately from other company businesses
A company division, a product line within a division, or sometimes a single product or brand.

Analyzing the current business portfolio
 The process by which management evaluates the products and businesses that make up the company.
· Want to put strong resources into its more profitable businesses and phase down or drop out weaker ones
· The attractiveness of an SBU’s market or industry and the strength of the SBU’s position in the market or industry






Growth-share matrix
Portfolio planning method that evaluates a company’s SBU’s in terms of its market growth rate and relative market share
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Stars:
· High growth, high share businesses or products
· Company, industry that is in a booming industry, big player in that industry (iPhone)
· Need heavy investments to finance rapid growth
· Will eventually slow down and turn into cash cows
· Ex: Red Bull, iPhone 5s; Nano; IE 9.0, Dell; Amazon - Kindle; Apple - IPAD
Cash cows:
· Industry is starting to fade, still a large player. Still bringing in profits.
· Need less investment to hold market share
· Cigarettes, Chapters, McDonalds, Oil companies
Question marks:
· In a growing industry, not participating at the same rate as the stars 
· Low-share businesses in high-growth markets
· Galaxy Tablets, Reebok, Apple TVs, Blackberry 10  
Dogs:
· Low-growth, low-share businesses and products
· Low market share in a dying industry.
· Record albums, VCR, Plasma TV, Blockbuster

Once the SBU is classified, the company can choose one of 4 options:
1. Invest more in the business unit to build its share
2. Invest just enough to hold the SBU’s share at the current level
3. Harvest the SBU by milking its short-term cash flow regardless of the long-term effect
4. Divest the SBU by selling it or phasing it out and using the resources elsewhere
Many SBUS start as question marks and move onto stars if they succeed. They then later become cash cows as market growth falls and then they die off into dogs towards the end of their life cycle.

Problem with matrix approaches

· Difficult, time consuming and costly to implement
· Difficult to define SBUs and measure market share and growth
· Focuses on classifying current businesses but provide little advice for future planning

Strategies for growth and downsizing

Market penetration
Increasing sales to current customers with the existing product
· Add new stores
· Improvements in advertising, prices, service, menu selection or store design
· Pros: knows product and market well
· Con: limited growth to this segment
Market development
Identifying and developing new markets for its current products
· Adding target audiences
· Expanding into new demographic markets
· Pros: can gain research and development and manufacturing economies
· Cons: need new sales training and distribution
Product development
Offering new or modified products to current markets
· Adding new product categories
· Modifying/increasing product offerings
· Ex: Expanding the product line to attract lunch crowd
· Pro: can gain marketing economies of scale
· Con: need new research and development and manufacturing can cannibalize sales
Diversification
Starting up or buying businesses beyond its current products and markets
· Selling products from outside the company’s brand
· Entering new markets with new products

Downsizing
Abandon products or markets
· Company grew too fast or entered areas in which it lacks experience
· Enters too many international markets without the proper research 
· Company introduces new products that don’t offer superior customer value
· Market value changes making some products or markets less valuable
Integrative growth
· Backwards: Buy up your suppliers. 
· GM and Delco; Microsoft + Soft Image
· Forwards: Buy up your retailers or someone lower in the channel. 
· PetroCan or McDonalds buying out franchisee; Disney + ABC
· Horizontal: Buy up your competitors 
· Adidas & Reebok; Molson & Coors; Loblaws & Maxi; HP & Compaq; P&G & Gillette; Tempur-Pedic & Sealy mattresses; Hanes & Maidenform; The Bay & Saks 5th Ave (& Lord & Taylor). Dr. Oeteker & McCain Pizza (see article).
· Diversification (Conglomerate) buying up unrelated businesses
· Seagrams buying MCA for movies; Tropicana juices for a new TM; Tenneco owns oil+ gas, air conditioning, plastics, newspapers; Westinghouse & CBS

Diversification
Concentric: New products for new Target Market using current technology
· Bombardier SeaDoo
· Seagrams & Tropicana
· Penthouse & Omni magazine
Horizontal:  New products for current Target Market using new technology
· Labatt selling ‘snack food’
· Coke Cola bathing suits
· Nautilus line of clothing
Conglomerate: New products for new Target Market using new technology
· John Deere selling a new line of frozen diet foods
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Marketing environment

Marketing environment
Actors and forces outside marketing that affect marketing’s management abilities to build and maintain successful relationships with target customers

Microenvironment
Actors close to the company that affect its ability to serve its customers
The company, suppliers, marketing intermediaries, customers markets, competitors, and publics

· The company:
· When designing marketing plans, management takes other company groups into account (internal environment)
· Management, finance, R&D, purchasing, operations, and accounting
· Suppliers
· Provide resources needed by the company to produce its goods and services
· Monitor supply availability and costs
· Shortages, delays, labor strikes can lower sales and damage customer satisfaction
· Rising supply costs may raise prices that will harm company sales volume
· Marketing intermediaries
· Wholesalers and retailers
· Help the company promote, sell and distribute the product to the final consumer
· Resellers, distribution firms, marketing services agencies, and financial intermediaries
· Customer markets: consumer, business, reseller, government, international, institutional

· Competitors
· Must provide greater customer value and satisfaction than its competitors do
· Gain strategic advantage by positioning their offerings strongly against competitors’ offerings in the minds of consumers.

· Publics
· Any group that has an actual or potential interest in or impact on an organization’s ability to achieve its objectives
· Financial publics: influences the company’s ability to obtain funds (Banks, stockholders)
· Media publics: carries news, features, and editorial opinion (newspaper, magazines, TV, blogs, internet media)
· Government publics: management must take government developments into account (consult lawyers to ensure product safety, truth in advertising and other legal matters)
· Citizen-action publics: marketing efforts may be questioned by consumer organizations, environmental groups, minority groups, and others (PR department stays in touch with these groups)
· Local publics: neighborhood residents and community organizations (create departments and programs that deal with local community issues and provide community support)
· General public: company needs to be concerned about the general publics’ attitude towards their products and activities (company’s image in the consumer’s eyes)
· Internal publics: workers, managers, volunteers and the board of directors
· Motivate internal employees, make them happy so that results reflect their position

· Customers
· Most important actors in the company’s environment 
· Serve target customers and create strong relationships
· Companies can target: consumer markets, business markets, reseller markets, government markets, international markets

3C’s of marketing
· Consumerism: movement by consumers against business injustice.
· Movement, which attempts to direct marketer away from commercial gains, towards human welfare.
· Instead of how much, it deals with how well.
· Concerned with truth in advertising, safety and quality of ingredients, full and reliable labelling, etc.
· Clean up:
· Proper disposal and recycling. 
· Ecological concerns (most noticeable in the packaging and promotion aspects.) 
· Example: PCB disposal.
· Conservation:
· Discriminate use of our diminishing resources to ensure rational, constrained, and justifiable demand. 
· A reaction against the long time abuse/misuse of resources and energy sources.  Observable in product design (auto design).


Macroenvironment
Larger societal forces that affect the macroenvironment
Demographic, economic, natural, technological, political and cultural forces

Demographic environment
Demography: the study of human populations in terms of size, density, location, age, gender, race, occupation, and other statistics.
· Major interest to marketers because it involves people and people make up markets
Changing age structure of the population
· Canadian population is getting older 
· People are staying in the workforce longer
· People’s pensions run out sooner than they thought
· Will there be enough money in pension funds for people who want to retire (more people working, more pensions to support


Changing Canadian household
· Average size of the Canadian family is decreasing
· Marketers must adapt to consider the distinctive needs and buying habits of the increasing amount of non-traditional households, they are growing more rapidly than traditional ones (common law marriages, same sex couples, step families)
· More dual income families as more women enter the workforce
· Significant increase in demand for daycares, career-oriented women’s clothing, financial services and convenience and goods services 
· Travel companies targeting time-crunched working moms with budget-friendly, easy to plan family vacations.
· Engel’s Law:
· As family income increases, % amount spent on:
· Food - decreases
· Housing - stays the same
· Other items - ex.: leisure, education, medical increases
· Today’s rule of thumb for housing is to still spend approximately 25 - 31% of gross income.

Using the words fertility, mortality and migration, explain why is the population stable? 
· Death rate is dropping, mortality rate is rising
· Fertility is dropping so the population stabilizes by migration (people moving in and out of the country)

Limitations of demographics
· old or unavailable data
· too broad for some smaller niches
· single factors may not be adequate, psycho-social factors, motives & insights aren’t considered.

Major population segments
Baby Boomers : 
The generation of children born between 1946 and 1964, accounts for the majority of the purchases in most consumer product and service categories. (9.8 million)
· Wealthiest generation on Canada’s history
· Powerful forces shaping the marketing environment
· Think that they are young no matter how old they are




Generation X : 
Makes up 15 % of the Canadian population, born between 1967 and 1976.  Consumers who are not prone to extravagance and likely to prefer lifestyles, products, and services that are very different from baby boomers. (7 million)
· Less materialistic, prize experience, not acquisition
· Research products before the consider a purchase
· Prefer quality over quantity and tend to be less receptive to overt marketing pitches

Baby Boomlet- Millennials : 
Canadians born between 1977 - 2000; also described as Generation Y or the Net Generation. (10.4 million)
· Significant purchasing power and a huge and attractive market
· Fluency and comfort with technology
· First generation to grow up in a world full of technology (cell phones, computers, TV, social networks)

Linksters-: 
Canadians born after 1995; grew up with technology

Generational marketing
Generational marketing is important in segmenting people by lifestyle of life state instead of age

Increased diversity
· Markets are becoming more diverse
· International
· National
· Includes:
· Ethnicity
· Gay and lesbian
· Disabled

***CMA (Census Metropolitan Area) 100,000+ people.
***CAA (Census Agglomeration Area) 10,000 – 100,000 people.





Population growth and shifts:
Geographic shifts
· Movement from rural to
Urban areas
· Movement from cities to suburbs
Moving costs and the fast that professions qualifications are not transferrable to all provinces are the leading preventing people from moving

Mobility in the public sector is usually a good sign.  
· People moving may be doing so due to a job promotion and have money to spend. 
· If due to other reasons, people will still have to buy things.

Population is becoming better educated, more professional
· 64% have diploma or higher
· 66% of workforce is white collar
· 28% professional or managerial
· More demand for quality products

Political and legal environment
Political environment: consists of laws, government agencies, and pressure groups that influence or limit organizations and individuals in a given society.
· Laws on competition, fair trade practices, environmental protection, product safety, truth in advertising, consumer privacy, packaging and labeling, pricing and other important areas.
· Protect companies from each other 
· Protect consumers from unfair business practices
· Protect the interests of society against unrestrained business behavior
· Ethics and social responsibility
· Corporate codes and rules of ethics 
· Stress long run interests of consumers and the environment
· What’s right as well as what’s legal?
· Difficulty of determining the right thing

Corporate ethics
· Moral idealism: strict laws
· Intuitionalism: using your own discretion (1 vs. 2 bottles)
· Utilitarianism: the consequences and results of are more important than the motives or the ethics themselves.

Legal environment
Trusts & Cartels: bid rigging, price 
Price discrimination: functional discounts, predatory pricing, (Honda attacking G.M. Amazon Kindle book pricing)
RPM: resale price maintenance (vertical price fixing i.e. Adidas ex.)
Bait and switch: reeling someone in with one intention and then switching it at the last minute
Reciprocity: you scratch my back, I’ll scratch yours.
	you buy from me, I buy from you
Pyramid sales: herbal life, ACN, Mary Kay cosmetics
	payment pyramid where the person on top makes commission off of lower levels


Consumerism
· Lack of information: too many items, too little service, too little control
· Inadequate performance: questionable quality verses expectations causing consumer let down
· Antagonism towards advertising: creating false wants (sexist ads, etc.)
· Depersonalized market institutions: self service outlets
· Changing values: caused by a better educated, wealthier population, disillusioned by materialism
· Disillusionment with the system: political votes can now be levered, thereby venting our rage (proposition 13 in California, GST protest, NDP doing well in Quebec ref Federal elections)

The economic environment
Economic factors that affect consumer purchasing power and spending patterns
Types:
1. Industrial economies: rich markets for many different kinds of goods
2. Subsistence economies: consume most of their own agricultural and industrial output and offer few market opportunities
3. Developing economies: offer outstanding marketing opportunities for the right kinds of products
Changes in consumer spending patterns
	People are spending less freely than before because of the recent recession
· Consumers have re-adopted back-to-basic spending patterns and lifestyles
· Buying less and looker for greater quality in what they do buy
· Value marketing has become more popular- finding ways to offer value to price conscious customers.

· GDP (gross domestic product)
· PI = gross income or personal income.
· DPI = PI – taxes (disposable personal income) (take home pay)
· DI = PI – taxes - essentials (discretionary income).
· Essentials = rent, food, transport, etc.
· Key indicator for market essentials = DPI….Tim Horton coffee
· Key indicator for market luxuries = DI…ie ‘Civet’ coffee

Elasticity of demand
· The way potential clients see a firm’s good or service will affect the price, availability, and overall eagerness or demand to buy their goods.
· Elasticity refers to one’s sensitivity.

The natural environment
Natural resources that are needed as inputs by marketers or that are affected by marketing activities. (Concerned with: air and water pollution, global warming)
· Companies must be aware of growing shortages of raw materials
· Air and water and infinite but pollution chokes cities and water shortages have become a bit problem in some parts of the world
· Non-renewable sources like oil, coal and various minerals pose problems since they are scarce resources and face large cost increases.

Technological environment
Forces that create new technologies, creating new product and market opportunities
· Antibiotics, robotic surgery, miniaturized electronics, smartphones, internet
· Nuclear missiles, chemical weapons, assault riffles
· New technology offers exciting opportunities for companies
· Every new technology replaces old technology
· Marketers must watch closely so that the company is up to date with the most recent technology and do not become out dated

Cultural environment
Institutions and other forces that affect a society’s basic values, perceptions, preferences, and behaviors
· Core beliefs and values are passed on from parents to children and are reinforced by schools, churches, business and government
· Secondary values and beliefs are more open to change
· Believing in marriage is a core belief; believing in marriage at a very young age is a secondary belief.
· Secondary values can change often, marketers must be able to predict cultural shifts to spot new opportunities or threats
· Views of themselves
· Views of others
· Views of organizations
· Views of society
· Views of nature
· Views of the universe
· Culture: heritage of tangible and intangible aspects of life handed down from generation to generation. It may be strongly influenced and shaped by our environment.
· Social concerns: the way people live as they do. USA is referred to as a Melting Pot. Canada is referred to as a Mosaic or Salad Bowl.
· 4 characteristics of Canada:
· 1. Mosaic diversity
· 2. Bi- cultural (not bi-lingual);
· 3. Negative nationalism
· 4. Conservatism (low risk takers & entrepreneurial spirit).
· Cultural values are expressed in how they view themselves, others, organizations, nature, society, and the universe.




Chapter 5
Marketing Research

Marketing information and customer insights
Customer insights
Fresh understanding of customers and the marketplace derived from marketing information that become the basis for creating customer value and relationships
Marketers lack enough information of the right kind; they don’t need MORE information, they need BETTER information and they need to make better use of the information that they already have.





Implementing the marketing research plan
Collect the information
Process the information
Analyze the information
Interpret findings
	
Marketing information system (MIS)
Consists of people and procedures for assessing information needs, developing the needed information, and helping decision makers use the information to generate and validate actionable customer and market insights.

Assessing marketing information needs
A good MIS system balances the information users would like to have against what they really need and what is feasible to offerAsk managers what information they require, they ask for what they can get without thinking carefully about what they really need.

MIS system must monitor the marketing environment to provide decision makers with information they should have to better understand customers and make key marketing decisions

Developing marketing information
Internal databases
· Information collected from different sources within the company, and stored within the organization’s information system
· Internal data provide a strong competitive advantage
· Internal data is cheap, quick, and easy
· May not be in a usable form for the decision to be made
· May be too much information to sort through
-Marketing department focuses on customer demographics, psychographics, sales transactions, and website visits
-Customer service department keeps records of customer satisfaction or service problems
- The accounting department prepares financial statements and keeps detailed records of sales, costs, and cash flows
- Operations reports on production schedules, shipments, and inventories
- Sales forces reports on reseller reactions and competitor activities, and marketing channel partners provide data on point-of-sale transactions



Developing information
Competitive marketing intelligence

Competitive marketing intelligence: systematic collection and analysis of publicly available information about consumers, competitors, and developments in the marketing environment
The goal is to improve strategic decision making by understanding the consumer environment, assessing and tracking competitors’ actions, and providing early warnings or opportunities and threats.

Information about general consumer, competitor, and market place happenings

· Publicly available information
· Help marketers gain insight into how consumers talk bout and connect with their brand
· Proactive approach to keeping track of what is going on within the organization’s marketing environment
· Sources: employees, customers, trade shows, websites, marketing communications, suppliers, resellers, professional information services, and “dumpster diving”

Marketing research
The systematic design, collection, analysis and reporting of data relevant to a specific marketing situation facing an organization.
· Gives insight into customer motivations, purchase behavior, and satisfaction
· Assess market potential and market share or measure the effectiveness of pricing, product distribution, and promotion activities

Marketing research process
Defining the problem and research objectives
Defining the problem and the research objectives it often the hardest part in the research process.
Managers may know that something is wrong, without knowing the specific cause (distinguish between symptoms and problems)

Exploratory research
Marketing research to gather preliminary information that will help define problems and suggest hypotheses.
· Help better define problems and opportunities
· Secondary research, focus group discussions and depth interviews are commonly used for this purpose

Descriptive research 
· Research conducted to better describe marketing problems, situations, or markets, such as
· Demographic characteristics of markets, attitudes of consumers, and market potential for a product
· Surveys and personal interviews are commonly used

Causal research
Test hypotheses about cause-and-effect relationships

Developing the research plan

The research plan outlines sources of existing data and spells out the specific research approaches, contact methods, sampling plans, and instruments that researchers will use to gather new data
Problem: must determine the exact information needed, develop a plan for gathering it efficiently, and present the plan to management

Research objectives must be translated into specific information needs

Research plan should be presented in a written proposal
· Should cover the management problems addressed, the research objectives, the information to be obtained, and how the results will help management decision-making.

Gathering secondary-data
Secondary data: information that already exists somewhere, having been collected for another purpose.
· Internal data, academic, and commercial sources
· Faster and cheaper than primary data collection, but may not be in a suitable form for decision making
· Helps to see what work has already been done in the area

Internal data (inside the firm)
· Financial statements, research
reports files, customer letters,
sales call reports, and
customer lists



External data (outside the firm)
· Statistics Canada reports, trade
association studies, and 
magazines, business periodicals,
and commercial reports

	Advantages
	Disadvantages

	· Less time to obtain
· Lower cost than primary research
· Alternate means of access to information
· Benefit from resources of others
· Provide data an individual company cannot collect on its own

	· May not be: relevant, accurate, current, impartial
· The needed information may not exist



Primary data consists of information gathered for the special research plan

Observational data (watching people)
· Mechanical and electronic
approaches
· Personal approaches

Questionnaire data (asking people)
· Idea generation through in-depth
interviews and focus groups
· Idea evaluation through mail,
telephone, and personal surveys

Sources:
Survey: personal interview, telephone, mail, focus group, consumer panels, and expert panels, Internet

The most widely used method and is best for descriptive information—knowledge, attitudes, preferences, and buying behavior

Pros and cons:
· Flexible
· People can be unable or unwilling to answer
· Gives misleading or pleasing answers
· Privacy concerns	
Personal interview:
· Expensive, but high response rate.  A large amount of data can be collected.
· Projective tests can be used.
Telephone:
· Cheap & fast.  Least amount of data collected. 
· Hours of phoning are limited.
Mail:
· Slow, inflexible, good control, but low response rate.
Focus groups:
· Panels can be local or national.
· They can yield info as to: who bought, or used according to age, sex, family size, income, etc.


Observation: gathering primary data by observing relevant people, actions and situation.
· Audit (store & warehouse), simple, direct (consumer panel), contrived event, mechanical
Some bias may exist on behalf of consumers who know that they are being observed or on behalf of observers who make the data fit their objectives.

Pros and cons:
Audit: 
· No bias (inventory turnover) 
· Made famous by A.C. Neilson.
Simple, direct: 
· Watching the movement of people in a store. 
· It gives us an idea for layout and design.
Contrived event: 
· Setting up an event to find  (special item on bottom shelf in far corner)	
Mechanical:   
· Cameras, audiometers, etc.

Experimentation: 
Gathering primary data by selecting matched groups of subjects, giving them different treatments, controlling related factors, and checking for differences in group responses
The best method for gathering causal information—cause-and-effect relationships
Expensive, unnatural, unrealistic setting, but completely objective.

Pros and cons:
Psychogalvanometer: (lie detector machine) 
· To elicit some response, we examine sweat on hand, body temperature, etc.
Pupilometer: (eye camera) 
· To find out what part of advertisement attracts the eye.
Perceptoscope: 
· Pupil dilation reveals level of boredom.
Tachistoscope: 
· Measures speed at which ideas are perceived, (Ad’s message clarity).

Ethnographic research:
Sending trained observers to watch and interact with consumers in their natural environment

Plan primary data collection
Sample: a segment of the population selected for marketing research to represent the population as a whole.
Should be representative so that the researcher can make accurate estimates of the thoughts and behaviors of the larger population

Who is to be studied?
How many people should be included?
How should the people in the sample be chosen?

Probability sample
· Simple random sample: everyone has a known and equal chance of selection
· Stratified random sample: the population is divided into mutually exclusive groups (like age groups), and random samples are drawn from each group
· Cluster (area) sample: the population is divided into mutually exclusive groups and the researcher draws a sample of the groups to interview

Non-probability sample
· Convenience sample: the researcher selects the easiest population members from which to obtain information
· Judgment sample: the researcher uses his or her judgment to select population member who are good prospects for accurate information
· Quota sample: the researcher finds and interviews a prescribed number of people in each several categories




Chapter 6
Consumer Behavior

Factors affecting consumer behavior
 Cultural factors

Culture: a set of basic values, perceptions, wants, and behaviors learned by a member of society from family and other important institutions

Subculture: groups of people with shared value systems based on common life experiences and situations
Nationalities, religions, racial groups, and geographic regions
· Regional subculture
· Founding nations
· Ethnic consumers
· Mature consumers

Social class: society’s relatively permanent and ordered divisions whose members share similar values, interests, and behaviors.
Measured as a combination of occupation, income, education, wealth, and other variables

Groups and networks:
Groups influence a person’s behavior 
· Expose a person to new behaviors and lifestyles
· Influence a person’s attitude and self-concept
· Create pressure to conform that may affect the person’s product and brand choices
Word-of-mouth and buzz marketing influence:
· Personal words and recommendations of trusted friends, associates, and other consumers tend to be more credible than those coming from commercial sources like ads and sales people.
· Opinion leaders: people within a reference groups whom, because of skills, knowledge, personality etc. exert social influence on others.
· Buzz marketing: enlisting or creating opinion leaders to serve as “brand ambassadors” who spread the work about the products
· Online social networks: online social communities where people socialize or exchange information and opinions
· Blogs, message boards, social networks (Facebook, twitter), virtual worlds 
· Membership groups: group that has direct influence and that person belongs to
· Aspirational groups: groups an individual wishes to belong to
· Reference group: groups that form a comparison or reference in forming attitudes or behaviors

Family:
Marketers are interested in the roles that each member plays in the purchasing of different products and services

Roles and status:
a role consists of the activities people are expected to perform according to the people around them.
· Each role carries a status
· People choose products based on their roles and status.

Personal factors 

Age and life cycle stage: 
People change the goods and services they buy over their lifetimes
· Depending on stage in family life-cycle; families mature over time and needs change
· Life-stage changes usually result from demographics and life-changing events (marriage, having kids, buying a home, divorce, children going to college, retirement, moving out etc.)


Occupation:
Identify occupational groups that have above-average interest in their products
· Lifestyles vary depending on one’s occupation
· Blue-collard- rugged clothing
· White-collar- suits and dress clothes
· Companies can specialize in making products needed by a given occupational group
Economic situation
Marketers watch trends in personal income, savings and interest rates
· Redesign, reposition and re-price products based on economic conditions
Lifestyle
A person’s pattern of living as expressed in his or her psychographics
· Measure major AIO dimensions
· Activities- work, hobbies, shopping, sports, social events
· Interests- food, fashion, family, recreation
· Opinions- about themselves, social issues, business, products
· Understand changing customer values and how they affect buying behavior
· Buy the value and lifestyles that the products represent
Personality and self-concept
Unique psychological characteristics that distinguish a person or group
· Described in terms of traits: self-confidence, dominance, sociability, autonomy, defensiveness, adaptability and aggressiveness
· Choose brands with personalities that match their own
· Brand personality: specific mix of human traits that may be attributed to a particular brand
· Self image: you as you see yourself
· Ideal self: you as you would like to be seen
· Real self: you as you are
· Apparent self: you as you think other’s see you

Psychological factors
Motivation:
A need becomes a motive when it is aroused to a certain level of intensity
· Motive: a need that is sufficiently pressing to direct the person to seek satisfaction of the need
· Needs: Self-actualization, esteem, social, safety, psychological
Perception:
The process by which people select, organize, and interpret information to form a meaningful picture of the world
· Selective attention: screen out most of the information to which they are exposed to
· Selective distortion: tendency to interpret information in a way that will support what they already believe.
· Retain information that supports their attitudes and beliefs
· Selective retention: likely to remember good points made about a brand they favor and forget good points made about competing brands
Learning:
Changes in an individual’s behavior arising from experience
· Most human behavior is learned
Beliefs and attitudes:
· Belief: descriptive thought that a person has about something
· Real knowledge, opinion or faith
· Beliefs about specific products and services make up product and brand images that affect buying behavior
· Attitude: person’s relatively consistent favorable or unfavorable evaluations, feelings and tendencies toward an object or idea
· Liking or disliking things

Types of buying decision behavior

Consumer buying roles:
· Initiator
· Influencer
· Decider
· Buyer
· User
· Gate keeper

Family decision-making process:
· Autonomous: each member makes decisions independently (most prevalent for items such as booze, garden tools, men’s clothing.)
· Wife Dominant: wife’s clothing, kitchen ware, food, kid’s clothing.
· Husband Dominant: electronics, insurance.
· Syncratic: joint decisions (school, vacations, housing, entertainment, living-room furniture.)


The buyer decision process
1. Need recognition: consumer recognizes a problem or need
· Internal stimuli: one of the person’s normal needs rises to a level high enough to become a drive
· External stimuli: advertisement or a discussion might get someone thinking about a new need
2. Information search: stage which the consumer is aroused to search for more information
3.  Evaluation of alternatives: how the customer processes information to arrive at brand choices
· Not always simple, depends on the customer and the specific buying situation
4.  Purchase decision: buyer’s decision about which brand to purchase (most preferred brand)
Factors that can come between the purchase intention and purchase decision
· Attitudes of others
· Unexpected situational factors
5.  Post-purchase behavior: after purchasing the product, the customer will either be satisfied or dissatisfied
· Cognitive dissonance: discomfort caused by post-purchase conflict
· Satisfied with the benefits of what they bought and glad to have avoided drawbacks of what they didn’t buy
· Uneasy about acquiring the drawbacks of a chosen brand and losing the benefits of what they didn’t buy

Risks
· Risk leads to 
· Uncertainty
· Consequences
· Risk can be avoided by not buying.
· Types of Risk
· Functional (concerned with performance)
· Psychosocial (concerned with enhancing one’s self or well being)
· Financial
· Time 
· Physical

Maslow’s hierarchy of needs
Self-actualization
Need for self esteem, accomplishment, fun, freedom, and relaxation
Esteem needs
Social needs
Need for love, friendship, status, esteem and acceptance by others
Safety needs 
Need for protection, and physical well being
Physiological needs
Need for food, drink, rest and sex

AIDA Model

Adoption process: the mental process through which and individual passes from first learning about an innovation to the final adoption

Awareness: consumer becomes aware of the new product but lacks information about it
Interest: consumer seeks information about the new product
Evaluation: consumer considers whether trying the new product makes sense
Trial: consumer tries the new product on a small scale to improve his or her estimate of its value
Adoption: consumer decides to make full and regular use of the new product

Buyers’ decision process for new products (rate of adoption)
Characteristics that influence the rate of adoption:
Relative advantage: degree to which innovation appears superior to existing products
Compatibility: degree to which the innovation fits the values and experiences of potential consumers
Complexity: innovation is difficult to understand or use
Divisibility: tried on a limited basis
Communicability: results of using the innovation can be observes or described to others

Credibility of the communicator
· Expertness (qualifications)
· Trustworthiness (objectivity, neutrality)
· Likeability (how attractive source is to audience)

Adopter categorization
Innovators
· Venturesome 
· Try new ideas at some risk
Early adopters
· Guided by respect
· Opinion leaders
· Adopt new ideas early but carefully
Early majority
· Deliberate
· Not leaders but adopt new ideas before the average person
Late majority
· Skeptical
· Adopt new ideas after a majority of people have tried
· Rely on group pressure
· Lower income/status group
Laggards:
· Traditional
· Suspicious of change
· Adopt something only when it has become of tradition itself
· Lowest income/social status



CHAPTER 8
Segmentation

Market segmentation
Dividing a market into smaller segments of buyers with distinct needs. Characteristics, or behaviors that may require separate marketing strategies or mixes
· Group of consumers with a similar response to a given set of stimuli
· Geographic segmentation
· Geographic: divides the market into different geographical units
· Nations, regions, provinces, counties, cities, or neighborhoods
· Demographic: segments based on variables like age, gender, family size, family life cycle, income, occupation, education, religion, race, generation, nationality
· Age and life cycle stage segmentation: divide market into different age and life cycle groups
· Consumer needs and wants change with age
· Gender segmentation: dividing the market into segments based on gender
· Income segmentation: dividing the market into different income segments
· Psychographic: divides buyers into different groups based on social class, lifestyle or personality traits
· Behavioral: divides buyers into segments based on their knowledge, attitudes, uses, or responses to a product
· Occasions 
· Benefits sought: benefits sought from product
· User status: non-users, ex-users, potential users, first-time users, regular users
· Usage rate: light, medium, heavy users
· Loyalty status

Requirements for effective segmentation:
· Measurable: the size, purchasing power, and profiles of segments can be measured
· Accessible: the market segments can be effectively reached and served
· Substantial: the market seems large or profitable enough to serve
· Differentiable: the segments are conceptually distinguishable and respond differently to different marketing mix elements and programs
· Actionable: effective programs can be designed for attracting and serving segments
Market targeting
Evaluating each market segment’s attractiveness and selecting one or more market segments to enters
· Evaluating the attractiveness of each market
· Deciding which segment(s) to enter

Market positioning
Arranging for a product to occupy a clear, distinctive and desirable place relative to competing products in the minds of target consumers
· Occupying a clear, distinctive and desirable place
· Relative to competing products
· In the minds of consumers


Selecting target market segments
Target market: a set of buyers who share common needs or characteristics that the company decides to serve.

Undifferentiated marketing (mass marketing)
Firm might ignore market segment differences and target the whole market with one offer
· Focus on what is common in the needs of consumers rather than on what is different
· Marketing program that will appeal to the largest number of buyers
· Achieve higher sales and stronger position
· More expensive

Differentiated marketing (segmented marketing)
Target several market segments and designs separate offers for each

Concentrated (niche) marketing
A market-coverage strategy in which a firm goes after a large share of one or few smaller segment or niches
· Limited company resources
· Knowledge of market
· More effective and efficient

Micromarketing
Tailoring products and marketing programs to suit the tastes of specific individuals and locations
Local marketing: tailoring the brands and promotions to the needs and wants of local customer segments
· Cities, neighborhoods, even specific stores
· Customize merchandise store by store to meet the needs of local shoppers
Individual marketing:  tailoring products and marketing programs to the needs and preferences of individual customers
· One-to-one marketing
· Mass customization
· Markets-of-one marketing

Market coverage strategy
Product/market concentration (concentrated market): one product for one group or segment
Product specialization (differentiated market): one product for everyone
Market specialization (differentiated market): many products for one specific market
Selective specialization: many products to several unrelated markets
Full coverage: many products to everyone

Product positioning
The place the product occupies in the consumers’ minds relative to the competition’s products
· The way the product is defined by consumers on important attributes

Differentiation and positioning
Differentiation: differentiating a market offering to create superior customer value
Positioning: arranging for a market offering to occupy a clear, distinctive, and desirable place relative to a competing products in the minds of target consumers

Perceptual positioning maps
Shows consumer perceptions of their brands versus competing products on important buying dimensions

Identifying possible value differences and competitive advantage
Competitive advantage: the extent that a company can differentiate and position itself as providing superior customer value.

Choosing a differentiation and positioning strategy
Product differentiation: differentiated on features, performance, or style and design. 
Service differentiation: differentiated through speedy, convenient, or carful delivery
Channel differentiation: differentiated through the way that they design their channel’s coverage, expertise, and performance
People differentiation: differentiated by hiring and training better people than their competitors do
Image differentiation: perceived difference based on a strong, distinctive image conveying the product’s benefits and positioning
Positioning statement: statement that summarizes company or brand positioning
· “To (target segment and need) our (brand) is (concept) that (point of difference).”
· Ex: “To busy, mobile professionals who need to always be in the loop, Blackberry is a wireless connectivity solution that gives you an easier, more reliable way to stay connected to data, people, & resources on the go”.

Value proposition: fill mix of benefits on which a brand is differentiated and positioned
· More for more: the most upscale product or service and charging a higher price to cover the higher costs
· More for same: introducing a brand offering comparable quality at a lower price
· Same for less 
· Less for much less: products offer less, therefore cost less
· More for less

Repositioning
Changing the place an offering occupies in a consumers mind relative to the competition’s offerings



Chapter 9
Products and Services

Product: anything that can be offered to a market for attention, acquisition, use or consumption that might satisfy a want or need
· Physical object, services, persons, places, organizations, ideas

Service: activities, benefits, or satisfactions offered for sale that are essentially intangible and do not result in the ownership of anything

Pure tangible good: physical objects
Pure service: market offering consists primarily of a service

Levels of product
Core customer value: what is the buyer really buying
· Define the core, problem-solving benefits o services that consumers seek
Actual product: develop product and service features, design, quality level, a brand name, and packaging.
Augmented product: additional consumer services and benefits
· Warranties, instruction guides, repair services, toll-free customer service, website
· Create customer value and the most satisfying customer experience
Product line: a group of products that are closely related because they function in a similar manner, are sold to the same customer groups, are marketed through the same types of outlets, or fall within given price ranges

Product mix decisions
Product mix: all of the products and items that a particular seller offers for sale
Product mix width is the number of different product lines the company carries.
Product mix length is the total number of items the company carries within its product lines.
Product mix depth is the number of versions offered of each product in the line.
Consistency is how closely the various product lines are in end use, production requirements, or distribution channels.

Product line decisions
Product line stretching is when a company lengthens its product line beyond its current range.
· Downward product line stretching is used by companies at the upper end of the market to plug a market hole or respond to a competitor’s attack.
· Upward product line stretching is by companies at the lower end of the market to add prestige to their current products.
· Combination line stretching is used by companies in the middle range of the market to achieve both goals of upward and downward line stretching.
· Product line filling occurs when companies add more items within the present range of the line.

Consumer products classifications
Consumer products: products and services bought by final consumers for personal consumption
· Convenience products: products and services that consumers usually buy frequently, immediately and with minimal comparison and buying effort
· Laundry detergent, candy, magazines, fast food
· Low prices and readily available
· Shopping products: less frequently purchased consumer products and services that customers compare carefully on suitability, quality, price, and style
· Furniture, clothing, used cars, major appliances, hotel and airline services
· Specialty products: unique characteristics or brand identification for which a significant group of buyers is willing to make special purchase effort
· Brand name clothes, luxury cars etc.
· Unsought products: consumer either doesn’t know about or knows about but doesn’t normally consider buying
· New innovations unsought until made aware by ads
Services marketing

Service intangibility: services cannot be see, tasted, felt, heard, or smelled before they are bought
Service inseparability: services cannot be separated from their providers, whether the producers are people or machines
· Haircut
Service variability: quality of services depends on who provides them as well as when, where, and how they are provided
· Different employees can offer different service values
Service perishability: services cannot be stored for later sale or use
· Airplane seats




Chapter 18
Creating competitive advantage

Components of Competition 
Bargaining power of suppliers & buyers
Suppliers have the upper hand in decisions regarding price, buyers have the upper hand when they bring a great deal of business to a company
Barriers to entry
The existence of high start-up costs or other obstacles that prevent new competitors from easily entering an industry or area of business
Barriers to entry benefit existing companies because the protect and established company’s revenues and profits from being whittled away by new competitors

Competitive strategies
Overall cost leadership: company works hard to achieve the lowest production and distribution costs
· Low costs allow price to be lower than competition and win large market share
Differentiation: creating a highly differentiated product line and marketing program so that it comes across as the class leader in the industry
· Preferred brand if price isn’t too high
Focus: focuses on serving a few market segments well rather than going after the whole market

Value disciplines
Operational excellence: provides superior value by leading its industry in price and convenience
· Reduce costs and create an efficient, value delivery system
· Reliable, good-quality products or services cheaply and easily
Customer intimacy: superior value by precisely segmenting its markets and tailoring its products or services to exactly match the needs of targeted customers
· Satisfying unique customer needs through a close relationship with and intimate knowledge of customer
· Detailed customer databases
Product leadership: superior value by offering a continuous stream of leading-edge products or services
· Make competing products obsolete

Competitive strategies

Market leader strategy
Leader has the largest market share and usually leads the other firms in price changes, new product introductions, distribution coverage, and promotion spending
· A leader looks forward
· Always trying to innovate and move forward regardless of the competition
· Everyone wants to be as good as the leader
· Always one step ahead

· Expanding demand: leading firms usually gain the most when the total market expands
· Ex: if North Americans eat more fast food, McDonalds is most likely to gain the most because it holds the most shares
· Protecting market share: protect against competitors’ attack
· Prevent or fix weaknesses that provide opportunities for competitors
· Fulfill value promise
· Prices must remain consistent with the value that customers see in the brand
· Keep strong relationships with valued customers
· Expanding market share


[bookmark: _GoBack]Challenger strategy
Firms that are second, third or lower in an industry but that are still quite large
· Not the leading brand or company, follow the steps of the leader
· 2nd mover advantage- overcome issues that other companies have with an action that’s already been taken

· Market challengers: challenge the market leader and other competitors in an aggressive bid for market share
· Market followers: play along with competitors and not rock the boat
· Full frontal attack: matching the competitor’s product, advertising, price, and distribution efforts
· Attacks competitor’s strengths
· Indirect attack: against competitor’s weaknesses or gaps in their market coverage
· Using tactics that established leaders have trouble responding to or choose to ignore

Follower strategy
Learn from the market leader’s experience
· Copy or improve on the leader’s products and programs, usually with much less investment
· Not overtake the leader, but can be as profitable

Nicher strategy
Market nicher ends up knowing the target customer group so well that it meets their needs better than other firms that casually sell to that niche
· Can charge substantial mark up costs because of the added value


Pure (perfect) competition
A market structure in which the following criteria are met:
1. All firms sell and identical product
2. All firms are price takers- they cant control the market price of their products
3. All firms have relatively small market share
4. Buyers have complete information about the product being sold and the prices charged by each firm
5. The industry is characterized by freedom of entry and exit

Oligopoly
Situation in which a particular market is controlled by a small group of firms
· Much like a monopoly, in which one company exerts control over most of the market.
· In an Oligopoly, there are at least two firms controlling the market	

Monopoly
Situation in which a single company or group owns all or nearly all of the market for a given type of product or service
· Absence of competition, which often results in high prices and inferior products

Monopolistic competition
Derived by trying to create a differentiated or heterogeneous product in the eyes of the consumer.  Price is important, but there may be many sellers.
1. All firms produce similar yet not perfectly substitutable products
2. All firms are able to enter the industry if the profits are attractive
3. All firms are profit maximizers
4. All firms have some market power, which means none are price takers
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