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Formal Definition of Marketing: It is the activity, set of institutions and processes for creating, delivering and exchanging value to customers, clients, partners and society at large.
5 Stages of the Marketing Process:
Stage 1: Understanding the customer and marketplace:
· Understanding customer’s Needs, Wants, and Demands
Needs: State of deprivation
Wants: Deprivation targeted towards a specific object
Demands: Having the buying power necessary to purchase the object
· Understanding what value and customer satisfaction is
Value = Benefits – Cost
CS = Perceived Performance – Expectations 
· MarketPlace vs. MetaMarket
MarketPlace  Traditional view. Companies from Industry A compete only against each other and not against companies from Industry B.
MetaMarket  Modern view. Companies from Industry A compete against companies from Industry B as well. 
Stage 2: Designing a customer-driven strategy:
· Choosing the target market and the value strategy to be used
· Understanding the evolution of marketing management orientations:
Production Concept: The assumption that customers want to purchase items that are widely available and inexpensive. Manager’s main interests are to increase production efficiency, decrease costs and have mass distribution of products. This concept makes sense when the company wants to drive down the cost of the product and when the demand exceeds the supply.
Product Concept: The assumption that customers want to purchase the most innovative and top-quality product on the market. Manager’s main interests are to engage in continuous improvement of their products. Managers often neglect the input of customers and do not consider their competitor’s products. This could lead to marketing myopia, short sightedness of the company’s purpose  companies define themselves too narrowly.
Selling Concept: The assumption that if you let customers be they will not buy your products therefore managers must engage in aggressive selling and promotions. These companies do not care for customer’s inputs; they simply want to sell their products. They do not care for post-purchase satisfaction or long-term value from customers. 
Marketing Concept: The assumption is that companies must understand their customers in order to create, deliver and exchange value to them. Mangers want to increase customer satisfaction; they want to understand their customer’s needs wants and demands. 
Societal Marketing Concept: Similar to the marketing concept, the assumption is the managers must understand their customer’s needs but they also need to consider the wellbeing of the society. 
Stage 3: Producing a marketing program and plan:
Implementing the marketing strategy, taking action. 
Creating the marketing mix (4 P’s) 
Stage 4: Customer relationship management:
Customer relationship management: Process of building/maintaining long term relationships and profitable relationships with customers by delivering value and satisfaction
Retaining vs. Building
Stage 5: Capturing value from customers
Upselling: Approaching existing customers and asking them if they would like to upgrade
Cross-selling: Approaching existing customers and asking them if they would like to try any of your other products. 
Variety is key
· Customer Equity: Total combined customer lifetime values of all of the company’s customers. Customer lifetime values: The amount of purchases customers will make over their lifetime within your company
Chapter 2:
Strategic Planning Process: Used to plan the company’s long-term survival and success 
Stage 1: Defining the mission statement
Mission Statement: Statement that determines the company’s purposes
· What the company hopes to accomplish in the future
· What the company hopes to achieve overall
· What value they want to deliver to their customers
Mission statement should be; specific, market oriented, motivating, and realistic.
The benefits of a mission statement: It provides guidance and direction to managers and employees. It also keeps the company on track and differentiates it from competitors.
Stage 2: Determining the company’s goals and objectives
Each level of the company should have a different set of goals and objectives.
Stage 3: Designing the business portfolio and allocating resources
Business Portfolio (BCG matrix):
· It includes the company’s businesses and products
· It includes the key components of the business (SBU’s – Strategic Business Units)
 Each SBU should have a different set of goals and objectives
 Each SBU should be independent from the core business itself 
Allocating resources:
BCG matrix helps companies decide where to allocate their resources as it determines the attractive markets and the areas where SBU’s are performing well. 
There are two elements, Relative Market Share and Market Growth Rate. 
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Revenue: ++
Required Investments: --

Low Margins 
	QUESTION MARK (?)

Revenue: +
Required Investments: --

Cash Trap!

	CASH COW

Revenue: ++
Required Investments: -

High Margins    * Money is Here
                            *Mature Business
	DOG

Revenue: +
Required Investments: -

Low Margins
Company’s may decide to sell everything.



*Companies will use the “Selective Investment Concept” to decide where to allocate their resources
Asnof’s Product-Market Expansion Grid:
Existing Product – Existing Market  Market Penetration 
Existing Product – New Market  Market Development 
New Product – Existing Market  Product Development 
New Product – New Market  Diversification 
Stage 4: Designing the Marketing Mix
4 P’s (Price, Place, Promotion, Product)
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Macroenvironment vs. Microenvironment 
Microenvironment: Everything the effects the company’s ability to serve its customers; marketing intermediaries, suppliers, company, competitors, customers and other public factors. 
Macroenvironment: 6 external factors that may affect the company’s ability to serve its customers; demographical, political, technological, economical, natural, and cultural.
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Marketing Information can be collected from three sources:
1. Internal data: Information found within the company (ex. Financial statements…)
2. Marketing Intelligence: Previously performed studies available for the public (ex. Books, reports…)
3. Marketing Research: Conducting a study to collect and gather information
Marketing Research Process:
Stage 1: Defining the problem and the research objectives
Problem vs. Symptoms  Symptoms are based on the problem
There are three research objectives/designs:
1. Exploratory research: Used when the problem is unknown (Usually Observation method)
2. Descriptive research: Used when the problem is known but we want to quantify the data (Usually Survey method)
3. Causal research : Used when the company wants to find a cause and effect relationship (Usually Experiment method)
Stage 2: Developing the research plan
Transforming the research objectives into specific information needs. It is usually represented in a report that must be approved. 
Stage 3: Collecting secondary data
Utilizing marketing intelligence to collect information
Stage 4: Collecting primary data
Conducting research from a specific sample to collect information
Stage 5: Implementing the research plan
Stage 6: Interpreting and presenting the data
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Consumer Decision-Making Process
1. Need Recognition: Customer feels a state of deprivation
2. Information research: Customer searches for information regarding the state of affairs
3. Evaluation of alternatives: Information research yields a set of alternative brands that must be evaluated (Evoked set)
4. Purchase decision: Consumer decided which brand to buy and goes to buy it. The consumer has to consider where and when to purchase the product or service. Certain factors may influence this decision; situation factors (no money), or word of mouth.
5. Post-purchase evaluation: Consumer may have cognitive dissonance (did I make the right decision?) A good way to avoid this is to give customers guarantees, warrantees or call them for a follow back.
Types of Buying Decision Behaviour
High Involvement – Significant difference between brands: Complex purchase decision (car)
· Usually it is a risky and pricey product. Marketers need to help differentiate the brands.
Low involvement – Significant difference between brands: Variety seeking purchase decision (beer)
· Customers will switch brands a lot not because of dissatisfaction but because the product is not risky nor expensive. Marketers need to fight for shelf space. 
High involvement – Few differences between brands: Dissonance reducing purchase decision (Cell phone service) 
· Customers will tend to feel dissonance after purchasing the product. Marketers should offer warrantees or guarantees. 
Low involvement – Few differences between brands: Habitual purchase decision (toilet paper) 
· Consumers buy these products passively.
Factors that influence consumer purchase decision making process: 
1. Cultural
2. Social (Age, Family Members)
3. Psychological (Perception, Motivation)
4. Personal
 Different roles in the purchase decision process: 
1. Initiator: Person who wants to buy something
2. Influencer: Person who helps decide what brand to buy by expressing their opinions
3. Decider: Person who decides what to buy
4. Buyer: Person who actually purchases the product
5. User: Person who uses the product
Product diffusion process: 
1. Innovators
2. Early adopters 
3. Early majority
4. Late majority
5. Laggards
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Marketing segmentation process: 
Stage 1: Identifying the bases for segmenting the market
We can use the four variables; 
1. Demographical (Age, Gender, Income…)
2. Geographical (Region, City size, Climate…)
3. Psychographic (Lifestyle, Social Class, Personality)
4. Behavioural (Usage rate, Loyalty, Benefits…)
These measures have to be; Measurable, Accessible, Differential, Substantial, and Actionable
Vals2 is a test that has been designed to predict people’s lifestyles, 8 different categories have been developed:
1. Innovators (Sophisticated, successful, take charge people)
2. Strugglers (Elderly, concerned, passive)
3. Fulfilled (Mature, comfortable, satisfied)
4. Achievers (Successful, work-oriented)
5. Believers (Traditional, conservative)
6. Makers (Family-oriented, traditional)
7. Experiencers (Young, rebellious, enthusiastic)
8. Strivers (Uncertain, looking for approval)
Stage 2: Developing market segment profiles
Who do we want to target? Where do they shop? When do they shop? What influences them?
Stage 3: Developing measures of segment attractiveness
We look at the segment size and growth, competition, resources, purchasing power…
Stage 4: Selective specific target markets
1. Undifferentiated (Mass) Marketing: Everybody is treated the same (one offer for all)
2. Differentiated (Segmented) Marketing: We select a few markets and each market is treated differently (different offer for each)
3. Concentrated (Niche) Marketing: We select large groups within submarkets and target them
4. Micromarketing: Targeting local groups and individuals 
Stage 5: Develop positioning for market segments
Use perceptual map
Stage 6: Designing, Implementing and Maintaining the Marketing Mix
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4 Product Classifications:
1. Convenience Products: Frequently purchased, low price, few panning needed, few differences between brands, intensively placed in the market place and mass marketing is used.  (ex. Toothpaste, chocolate…)
2. Shopping Products: Less frequently purchased, higher in price, more planning needed, bigger differences between brands, and selectively placed in the market. (ex. Household appliances)
3. Specialty Products: Least frequently purchased, high in price, more planning needed, few differences between brands, and exclusively placed in the market. (ex. Luxury products)
4. Unsought Products: Less frequently purchased, less planning needed, few differences between brands, place and price varies. (ex. Insurance)
Product line width  Different product lines (ex. Hair care, face care, household care…)
Product line length  Different products within the product line width (ex. Within ‘Hair Care’, there will be Shampoo, Conditioner, Hairspray …)
Product like depth  Different variations of the products within the product line length (ex. Within ‘Shampoo’, there will be Volume, Straightening, Curling…)
Product Line Decision: 
1. Line Stretching:
· Upmarket stretching: Going from Low Price/Low Quality to High Price/High Quality
· Downmarket stretching: Going from High Price/High Quality to Low Price/Low Quality
· Two-way stretching: Doing both ^
2. Line Filling: Adding more variations of the same product. 
Brand Key Terms: 
Brand: The combination of the logo, the design, the name …
Brand Name: The element of the brand that can be vocalized
Brand Mark: The element of the brand that cannot be vocalized
Brand Equity: The consumer’s perception of the brand
 Perceived quality effect: Quality of a name brand is more wanted then a no name brand
 Monetary Value: When you have a good brand people will pay more for your products
 Intangible Value: When you think of MJ you think of Nike. There's no monetary value on that but it means something 
Brand Sponsorship:
Manufacturing Brand vs. Private Label Brand
Licensing: Giving the company the right to use your face, name, logo etc. on their product (ex. Asking to have a celebrity’s face on the packaging)
Co-Branding: Two or more brands come together to increase brand equity (ex. Apple and Nike on iPod)
Brand Strategy:
Existing Product Category – Existing Brand Name: Line Extension (Adding variations of your product within the same brand name. For example, adding different flavours, colours …)
New Product Category – Existing Brand Name: Brand Extension (Adding different product categories. For example, Honda will not only manufacture cars but it can now manufacture motorcycles, trains …)
Existing Product Category – New Brand Name: Multi-brand (Using several different brand names within the same product category)
New Product Category – New Brand Name: New Brands
Characteristics of Services: 
· Intangibility: Services that you cannot see, hear, touch etc… (cosmetic surgery)
· Perishability: Services cannot be stored for later sale or use (doctor appointment)
· Variability: Quality of service may vary depending on who provides them and when, where and how (hotel and their service)
· Inseparability: Services are produced and consumed at the same time and cannot be separated from their providers (future shop and a canon)
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New Product Development Process:
Stage 1: Idea Generation
We look to our customers, our employees, the market trend or our competitors to create a new idea for a product of service. 
Stage2: Idea Screening
We look at the strengths and weaknesses or the idea and our company, we look to see if the idea fits well with our company’s objectives and if it fits well with the market trends. 
Stage3: Concept Development and Testing
Concept Development:
Product Idea vs. Product Concept
· Product Idea: A vague description of the product/service
· Product Concept: A more elaborative description of the product/service. Meaningful consumer terms are used. It determines the potential users, the benefits of this new product/service and when users can use it. 
Concept Testing: We present our concept, symbolically or physically, to our potential target market and see their reactions towards it. 
Stage 4: Marketing Strategy Development 
Target market, segmentation, 4 P’s …
Stage 5: Business Analysis
Sales potential, growth …
Stage 6: Product Development
A limited number of products are developed for test marketing stage.
Stage 7: Test Marketing
We present our final product in the real marketplace to our customers and see their reactions towards it.
There are three different strategies of test marketing:
1. Standard Test Marketing: We select a few cities of different sizes and place our product in certain stores to see how consumers react to it.
2. Simulated Test Marketing: We create fake stores and recruit participants. We give these participants money and see if they approach our product. The advantage of this strategy is that competitors will not be able to see our product. 
3. Controlled Test Marketing: Similar to Standard Test Marketing, we introduce our product in the real marketplace but we change our marketing mix every period to see if it alters customer’s view of our product. 
If Trial Rate is LOW and Repurchase Rate is LOW  DROP PRODUCT
If Trial Rate is HIGH and Repurchase Rate is LOW  Problem with product – DROP IT/RESTART
If Trial Rate is LOW and Repurchase Rate is HIGH Product is ok– CHANGE MARKETING MIX
If Trial Rate is HIGH and Repurchase Rate is HIGH  COMMERCIALIZATION 
Stage 8: Commercialization
Product – Life – Cycle 
4 Phases: Introduction, Growth, Maturity, Decline 
 Introduction  If confident about product use Skimming Strategy (Introduce at high price)
                         If not confident about product use Penetration Strategy (Introduce low price)
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There are Internal and External factors that affect pricing decisions:
Internal Factors
1. Cost: Cost-Based Pricing vs. Value-Based Pricing
 Cost-Based Pricing (Cost-Plus Pricing): Considers the Markup Price
To calculate the Markup Price:
Manufacturer’s unit cost = Variable Cost + (Fixed Cost/ Expected unit sales)
Markup price= Manufacturer’s unit cost / 1 - %
Advantages: Simplifies Pricing, Fair for buyers and sellers
Disadvantages: Ignores demand and competition 
 Value-Based Pricing (Target Costing): Considers the customer’s value first then determines the price. Companies forget what customers are willing to pay and instead determine what the product is worth and persuade customers through value.
2. Marketing Objectives: 
Profit Maximization: When you want to make a most money, so you put a price where you will have high profit
Market Share Leadership: Have low prices to get many buyers and be number 1, won’t have high profits in the beginning
Product Quality Leadership: Charge a high price in order to match the high performance and features to say that your product is best around
3. Marketing Mix Strategy: Two approaches
Approach 1  Positioning based on pricing factors: Price will affect the marketing mix
Approach 2 Positioning based on non-pricing factors: Marketing mix will affect price
4. Product Considerations: 
New-Product-Development Pricing: Skimming (high) vs. Penetration (low)
By-Product Pricing: Used when company wants to get rid of products
Bundle Pricing: Grouping products and selling them at a price
Captive Pricing: Ex. You buy printer then you have to keep buying the toner
Optional Product Pricing: Ex. Selling a laptop but then offering accessories
5. Organizational Considerations: Who will decide the pricing? Management? Sales Person? Shareholder? 
External Factors
 Market demand and structure: Monopoly, Monopolistic Competition, Oligopoly, Pure Competition
Competitor’s prices, promotions, offers
The Economy 
Price-Adjustment Strategies:
· Segmented Pricing: Each target segment will be subject to a different price
· Dynamic Pricing: Continuously changing the price to meet market demands
· Psychological Pricing: Changing the price to effect consumers psychologically
· Geographical Pricing: Each region has a different price
· International Pricing: Changing the price internationally (each country is subject to a price)
· Promotional Pricing: Temporarily reducing the price for a sale
EDLP (Wallmart)  Constant low prices vs. High-Low  Usually higher prices but sometimes have promotions
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Distribution channels are important because ‘Place’ is the only factor that is protected from imitation. And a good distribution strategy can give the company a sustainable competitive advantage. 
Channel Decision (3 Steps)
1. Analyzing Consumer Needs (Lots size, Waiting time, Lot capacity)
2. Setting Channel Objectives
3. Identifying Major Alternatives 
Direct channel (no marketing intermediary) vs. Indirect Channel (one or more marketing intermediary) vs. Hybrid (few direct and few indirect)
Intensive distributions (Company stocks product in as many places as possible, needs to be available) vs. Exclusive distribution (Only a number of places have the rights to sell product, Ferrari as example) vs. Selective distribution (middle of both) 
4. Evaluate Major Alternatives 
Direct Channel: Producer  Consumer (No intermediaries)
Indirect Channel: There are many options but intermediaries are used
· Producer  Retailer  Consumer
· Producer  Wholesaler  Retailer  Consumer
· Producer  Wholesale  Jobber  Consumer
Hybrid: Mixture of everything 
Conflict may occur of channel members do not cooperate: 
Horizontal Conflict: It is conflict that occurs between channel members on the same level (ex. Retailer vs. Retailer)
 Vertical Conflict: It is conflict that occurs between channel members of different levels (ex. Retailer vs. Wholesaler) 
· Conventional Distribution Channel where one or more independent producers, wholesalers and retailers, each a separate business seek to maximize its own profits
· VMS (Vertical Marketing Systems) was evolved to better coordinate and control channel members by providing channel leadership
Coorporate VMS: everything belongs to the corporation; they control entire distribution chain (Zara) 
Contractual VMS: Independent firms at different levels of production and distribution who join together through contracts to obtain more sales. (Franchiser  most common type)
Administered VMS: The channel that has most power makes the rules (Canadian Tire) 
· HMS (Horizontal Marketing System) is when two or more companies at same level work together (McDonald’s and Wal-Mart) 
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IMC Mix Components:
1. Advertising (Billboards, TV, Radio…)  It has the Highest Reach
2. Personal Selling (Trade shows)  Has the Lowest Reach
3. Public Relations (Hosting events, holding press conferences)
4. Direct/Internet Marketing (Phone, fax, emails…)
5. Promotions (Sales, discounts…)
Developing Effective Communication:
1. Identify target audience
2. Determining the communication objectives
3. Designing message
4. Choose media
5. Selecting message source
6. Collect Feedback
Setting the Total Promotion Budget and Mix:
1) Budget Decisions: Deciding the promotional budget (4 Methods)
 Affordable Method: Dependant on the availability of funds. It is simple to use however it does not consider market information and it can lead to under or overspending.
 Percentage of Sales Method: Dependant on the sales performance of the last year. It is also simple to use and it considers the causal relationship between sales and promotions however long-range planning is difficult. 
 Competitive-parity Method: Each company is different and hence has different promotional needs.
 Objective-Task Method: A company must determine the promotional objectives and in turn determine the tasks needed to achieve these objectives. They will then determine the costs needed to achieve these tasks.  
2) Mix Decisions: We have to consider the nature of the promotional tools used and whether is it a Pull or Push strategy. 
 Pull: We direct our communication to the consumers who will influence the retailers and wholesalers.
 Push: We direct out communication to the retailers and wholesalers who will influence the consumers. 
 
Advertising (Pull)
Personal Selling (Push)
Promotion (Depends, sometimes Push and sometimes Pull)
Direct/Internet Marketing (Pull)
Public Relations (Pull)
 


