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Innovation
· Useful to think of the degree of newness of a product on a continuum from ‘new-to-the-world’ to ‘slightly repositioned’
· Innovation
· Process where ideas are transformed into new products and services that will help firms grow
· Without innovation firms have 2 options
· Continue to market current products to current customers
· Take the product to another market with similar customers
· Reasons that firms innovate (5)
· 1. Changing customer needs
· Firms create and deliver value more effectively by satisfying changing needs of consumers
· Firms can develop a product that consumers never knew they needed
· 2. Market saturation
· Longer a product exists, the more likely consumers will get tired of the product
· With new product, the value of the firm will decline
· 3. Managing risk through diversity
· Firms can diversify their risk and enhance their value by creating a broader portfolio of products
· 4. Fashion cycles
· Most sales come from new products (arts, books, software)
· 5. Innovation and value
· New-to-the-world products can add great value to a firm
· Pioneers (breakthroughs or disruptive)
· New product introductions that create a completely new market OR change the rules of competition and consumers preferences in a market
· Have the advantage of being first movers
· The first to create a market or product category, readily recognizable to consumers and thus establishing a commanding and early market share lead
· Diffusion of innovation (or adoption of innovation)
· The process in which the use of an innovation (product/service) spreads throughout a market group over time and over various categories of adopters
· Groups of consumers in the diffusion of innovation model
· Innovators
· Buyers who want to be the first to have the new product or service
· Enjoy taking risks, not price sensitive, well informed about the product category, crucial to the success of any new product
· Early adopters
· Don’t take as much risk as In., purchase after careful review, crucial for bringing other 3 buyer categories to the market
· Early majority
· Don’t take much risk, wait for ‘bugs’ to be fixed before purchasing, crucial because few product are profitable if this group doesn’t buy the product, competition is not at its peak
· Late majority
· Last group, product has achieved full market potential and sales level off or even decline
· Laggards
· Consumers who avoid change and rely on traditional products
· Diffusion on innovation theory (ADOPTION CYCLE)
· Allows firms to predict which type of customer will buy their product immediately and later on
· This knowledge allows firms to develop effective promotion, pricing , and other marketing strategies to push acceptance among each customer groups
· Factors that affect(increase) product diffusion:
· Relative advantage (quick diffusion if product is perceived to be better than substitutes.)
· Compatibility (real-time info. needed in order to make and communicate decisions in a timely manner
· Observability (product easily observers means benefits are easily communicated)
· Complexity and trialability (products easy to try and less complex)
How firms develop new products
1. Idea generation
· Use internal R&D efforts
· Licensing (When firms buy rights to use tech. or ideas from other research-intensive firms, firm is banking on a solution that already exists but has not been marketed)
· Brainstorm (Groups generates ideas)
· Research competitors’ product/services (reverse engineering – taking apart a competitor’s product, analyzing, and creating an improved product without infringing comp. patents
· Customer input (Customers for B2B products are few in number, which means that firms can follow these customers closely and survey them often for their suggestions and ideas to improve the product, lead users - innovative product users who modify existing products according to their own ideas to suit their specific needs)
2. Concept testing
· The process in which a concept that describes a product/service is presented to potential buyers or users to obtain their reactions
· These reactions allows developers to estimate the sales value of the product/service
· Firms goes through a series or research; exploratory, conclusive, etc., Some concepts don’t make it past this stage, Ideas with potential are developed into concepts - Brief written descriptions of the product)
3. Product development
· Based on research findings as well as their knowledge about materials and technology, an engineering team develops a product prototype - The first physical form or service description of a new product
· Tested through alpha (Occurs in the firm’s R&D department) and beta (potential consumers examine a product prototype in a real-use setting) testing
4. Market testing
· Testing the market with a trial bath of products, Companies sometimes skip this step because of competitive, timing, or cost pressures
· Premarket tests (Conducted before a product/service is brought to market to determine how many customers will try and then continue to use it)
· Nielsen BASES (Potential customers are exposed to the marketing mix variables, surveyed and then given a sample product to try, surveyed again after trying the sample product)
· Test marketing (Introduces a new product/service to a limited geographical area prior to a national launch)
· Key advantage (Firm can study ACTUAL consumer behaviour which is more reliable that a stimulated test) 
· BehaviorScan (Used to improve the probability of success during the test marketing phase)
5. Product launch
· Most critical step in the new product introduction, Requires tremendous financial resources and coordination of all aspects of marketing mix)
i. Position (Firm confirms its target market(s) and decides how it will be positioned)
ii. Promotion (Test results help the firm establish most effective communications strategy)
iii. Place (Firm must have a sufficient amount of the product available for shipment and to keep in stock at stores)
iv. Price (Sometimes releasing at a higher price and offering promotions and then over time lower the price and then try to raise it again)
v. Timing (Might be important depending on the product)
6. Evaluation of results
· Once product is launched, marketers must undertake a post-launch review to determine whether the product and its launch were a success or failure


The product life cycle (PLC)

· Defines the stages that new products move through as the enter, get established and ultimately leave the marketplace and offers marketers a starting point for their strategy planning (not every product follows the same cycle shape, many stay in maturity stage for a long time)
· Introduction stage
i. When the product begins to be purchased, Usually starts with a single firm 
ii. Characterized by initial losses to the firm due to start-up costs and low levels of sales revenue, if product is successful, firms should begin to see profit by the end of this stage
· Growth stage
i. Product gains acceptance, demand and sales increase, competitors emerge in the product category
ii. Marked by:
· Growing number of product adopters, Rapid growth in industry sales
· Increase in both the number of competitors and the number of available product versions
· Maturity stage
i. Industry sales reach their peak, firms try to rejuvenate their products by repositioning or adding new features, if efforts succeed, the product achieves a new life
ii. Characterized by the adoption of the product by the late majority and intense competition for market share among firms
iii. Face intense competition on price as the average price falls compared to the previous 2 stages
iv. Later in this phase the market has become quite saturated and practically all potential customers already have the product
· Decline stage
i. If efforts don’t succeed product eventually exits the market
ii. Firms with products in the decline stage either:	
· Position themselves for a niche segment of diehard customers, or those with special needs, or they completely exit the market
iii. The few laggards who have not tried the product yet enter the market at this stage

· The shape of the product life cycle curve
i. Assumed to be bell-shaped with regard to sales and profits
ii. In reality, each product/service has its own individual shape
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Product, branding, and packaging decisions
Complexity of products 
· Core customer value
· Basic problem solving benefits that consumers are seeking
· CCV is then converted into actual product
· Importance of these characteristics vary depending on the product
· Brand name, quality, packaging, features, design, etc.
· Associated services (augmented product)
· Non-physical aspects of the product
· Product warranties, financing, etc.
· When developing or changing a product, marketers start with CCV to figure out what potential customers are looking for in products. Then they create the physical product and add associated services to complete the offering

Types of products
· Types of products include:
· Specialty products/services
· Customers show strong preference to certain products/services
· Will spend considerable time and effort to search for the best suppliers
· Shopping products/services
· Consumers spend a fair amount of time and effort comparing alternatives
· Shoppers go store to store to find the best alternative
· Convenience product/services
· Consumers are not willing to spend any effort to evaluate options prior to purchase
· Frequently purchased
· Unsought product/services
· Consumers either do not normally think of buying or do not know about
· Require lots of marketing effort and various forms of promotion

Product mix and product line decisions

· Product mix
· Complete set of products offered by a firm, Usually consist of many product lines
· Product lines
· Groups of associated products
· E.g. items that consumers use together or think of as part of a group
· Within product line there are usually multiple product categories
· A variety of products that consumers views as reasonable substitutes for one another
· Each category may use the same or different brands (names, terms, designs, symbols, etc.)
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· Product mix reflects the breadth and depth of a company’s product line
· Sometimes referred to as variety
· Represents the number of product lines offered by the firm
· The number of products within a product line

· Product category
· A number of individual items that are called stock keeping units
· The smallest unit available for inventory control, Each individual product is a unique SKU
· Product category depth
· The number of SKUs within a category

Changes to product mix
Change in breadth
· Increase breadth
· Add new product lines to grab the attention of new or evolving markets, increase sales, and compete in new venues
· Decrease breadth
· Delete entire product lines to address changes in market conditions or meet strategic priorities
Change in depth
· Increase depth
· Add new products within a line to address changes in consumer preferences or pre-empt competitors while boosting sales
· Decrease depth
· Delete product categories to realign resources 
· Decision to delete this is never taken lightly
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Branding
· Provides a way for a firm to differentiate its product offering from those of its competitors
· Brand name, logos, symbols, slogans, jingles and even distinct packaging are elements a firms used, and usually choose simple forms for consumers to recognize and remember
· Brands:
· Facilitate purchasing
· Brands are easily recognized and help consumers make quick decisions because they signify a certain quality level and contain familiar attributes
· Establish loyalty
· Over time, customers learn to trust certain brands, Allows companies to maintain great depth in their product lines since customers will buy other brands within their product mix
· Protects from competition and price competition
· Brands are more established in the market and have a more loyal customer base
· Reduce marketing costs
· Firms with well-known brands spend less on marketing costs because the brands sells itself
· Are assets
· Can be legally protected through trademarks and copyrights and therefore are a unique ownership for the firm, watch for counterfeit merchandise or sales through unauthorized dealers
· Impact market value
· Having well-known brands can have a direct impact on the company’s bottom line

Understanding brand
Brand equity
· The value of a brand translate into brand equity
· Set of assets and liabilities that are linked to a brand that add to or take away from the value provided by the product or service
· Brand:
· Awareness
· Measures how many consumers in a market are familiar with the brand, what it stands for and how many have an opinion about the brand
· Companies have to watch that their brand names don’t become generically used and lose its trademark (e.g. thermos, Kleenex, Band-Aid)
· Perceived value
· The relationship between a product or service/s benefits and its cost
· Usually determine value by comparing to competitors
· Associations
· The mental links that consumers make between a brand and its key product attributes (loge, slogan, etc.)
· Associations with specific attributes and even positive consumer behaviors (fun, friendship, etc.) help create differentiation between the brand and its competitors
· Brand personality
· A set of human characteristics associated with a brand which has symbolic or self-personality meanings for consumers
· Loyalty
· When a consumer buys the same brand’s product or service repeatedly over time rather than buying from competitors
· Loyal customers are usually less sensitive to price

Branding Strategies
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· Brand Ownership
· 3 basic strategies:
· 1. Manufacturer or national brands
· 2. Private label or store brands
· Common in supermarkets, discount stores and drugstores
· 3. Generic brands
· Products sold without brand names

· Naming brands and product lines
· Corporate or Family brand
· Where all products are sold under one brand
· Store only sells its own brand
· Corporate and product line brands
· Uses a family brand name prominently on its products or the individual brand’s name on the products
· Kellogg’s has a variety of products where its name is on the cereal as well as the cereal ‘flavor’
· Individual brands
· Allow a company to compete within one category

· Choosing a name
· Firms should consider the following desirable qualities for the brand name:
· Should be descriptive and suggestive of benefits, easy to pronounce, recognize and remember, should be easy to translate into other languages 
Brand extension
· The use of the same brand name for new products being introduced to the same or new markets (e.g. Roots extended its brand from athletic clothing to leather bags, yoga wear, etc.)
· Advantages to using the same brand name for new products
· 1. Brand name is already well established
· 2. If the brand is known for its high quality, that perception will carry over to the new product
· 3. Marketing costs for a new product by an established brand are lower
· 4. BE are used for complementary products
· Synergy exists between the two products that can increase overall sales (two products can be used together, chips and dips by the same company)
· 5. Successful BE can result in cross category trial and boost sales
· Adopters of the new extended brand may try other products in the brand family that they are not already using
· Not all brand extensions are successful:
· Some can dilute brand equity
· Occurs when the BE affects, in a harmful way, consumer perceptions about the attributes the core brand is believed to hold 
· To prevent potential negative consequences of BE, firms must:
· Evaluate the fit between the product class of the core brand and that of the extension
· Evaluate consumer perceptions of the attributes of the core brand and seek out similar attribute for the extension
· Refrain from extending the brand name to too many products and product categories to avoid diluting the brand and damaging brand equity
· Consider whether the BE will be distanced from the core brand

Co-branding 
· The practice of marketing two or more brands together, on the same package or promotion
· E.g. airlines cobranding with credit card companies (aeroplan visa card)
· Enhances consumers’ perceptions of product quality
Brand Licensing
· A contractual arrangement between firms, whereby one firm allows another to use its brand name, logo, symbol, etc. in exchange for a negotiated fee
· Firm that provides the right to use its brand (licensor) obtains revenues through royalty payments from the firm that has obtained the right to use the brand (licensee)

Packaging
· One of the more important types of branding elements because they come in different types and offer a variety of benefits to consumers, manufacturers, and retailers

Labelling
· Provides information the consumer needs for his or her purchase decision and consumption of the product
· Identify the product brand
· Important element of branding and promotion
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The Five Cs of pricing
· Company objectives
· Specific objectives usually reflect how the firm intends to grow
· 4 types
· Profit orientation
· Target profit pricing
· Implemented when firms have a particular profit goal as their overriding concern
· Maximizing profits strategy
· A mathematical model that captures all the factors required to explain and predict sales and profits, it should be able to identify the price at which its profits are maximized
· Target return pricing
· When firms are less concerned with the absolute level of profits and more interested in the rate at which their profits are generated
· Designed to produce specific return on their investment
· Sales orientation
· Used when firms believe that increasing sales will help the firm more than increasing profits 
· Competitor orientation
· When firms strategize according to the premise that they should measure themselves primarily against their competition
· Competitive parity
· When firms set prices that are similar to those of their major competitors
· Customer orientation
· Focus on customer satisfaction, Focus on setting prices to match consumer expectations
· Customers
· Demand curve
· Shows how many units of a product or service consumers will demand during a specific period of time at different prices
· Static demand curve
· Assumes that everything else remains unchanged
· Not all products or services follow the downward-sloping demand curve for all levels of price
· Prestige products (Products purchased for their status rather than their functionality)
· Price elasticity of demand
· Measures how changes in a price affect the quantity of the product demanded
· Marketers need to know how consumers will respond to a price increase (or decrease) for a specific product or brand so they can determine whether it makes sense for them to raise or lower prices
[image: http://textflow.mheducation.com/figures/0070912653/gre85483_eq1101.jpg]

· Elastic
· When the price elasticity is less than –1: that is, when a 1-percent decrease in price produces more than a 1-percent increase in the quantity sold
· Market for a product or service that is price sensitive
· Relatively small changes in price will generate fairly large changes in the quantity demanded
· Inelastic
· When the price elasticity is greater than –1: that is, when a 1-percent decrease in price results in less than a 1-percent increase in quantity sold
· Market for a product that is price insensitive
· Relatively small changes in price will not generate large changes in the quantity demanded
· Consumers are generally more sensitive to price increases than to price decreases
· Factors that influence price elasticity or demand
· Income effect
· Substitution effect
· The greater the availability of substitute products, the higher the price elasticity of demand for any given product will be
· Cross-price elasticity
· The percentage change in the quantity of Product A demanded compared with the percentage change in price in Product B
· For example, when the price of Blu-ray players dropped rapidly, the demand for Blu-ray discs also increased rapidly. Products such as Blu-ray discs and Blu-ray players are complementary products
· Products whose demands are positively related, such that they rise or fall together 
· When the price for Blu-ray players dropped, the demand for DVD players went down, so Blu-ray players and DVD players are substitute products 
· Changes in demand are negatively related
· Costs
· Prices should not be based on costs because consumers make purchase decisions based on their perceived value
· Consumers use just the price they must pay and the benefits they may receive to judge value
· Cost categories
· Variable costs
· Costs which vary with productions volume (quantity produced)
· Primarily labor and materials costs
· Fixed costs
· Costs that remain essentially at the same level, regardless of any changes in the volume of production
· Total cost
· The sum of the variable and fixed costs
· Break-even analysis and decision making
· Technique that enables managers to examine the relationships among cost, price, revenue, and profit over different levels of production and sales 
· Allows firms to determine the break-even point (Point at which the number of units sold generates just enough revenue to equal the total costs)
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· Competition
· Four levels:
· Monopoly
· One firm provides the product or service in a particular industry
· For example, in the utilities industry, there is only one provider of power in each region of the country—Hydro One in most of Ontario and SaskPower in Saskatchewan. 
· Oligopolistic
· Only a few firms dominate
· Monopolistic 
· Occurs when there are many firms competing for customers in a given market but their products are differentiated
· Pure
· Consumers perceive a large number of sellers of standardized products or commodities as substitutable
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· Channel Members
· Manufacturers, wholesalers, and retailers

· Other influences on pricing
· The internet
· Provides search engines and online auction sites that enable consumers to find the best prices for any product, new or used, quickly, which increases their price sensitivity and reduces the costs associated with finding lower-price alternatives
· Economic factors
Pricing Strategies
· Choice of a pricing strategy is specific to the product/service and target market
· Types:
· Cost-based methods
· Determine the final price to charge by starting with the cost
· Do not recognize the role that consumers or competitors' prices play in the marketplace
· Competitor-based methods
· Reflect the way a firm wants consumers to interpret its prices relative to the competitors' offerings
· Premium pricing (The firm deliberately prices a product above the prices set for competing products to capture those consumers who always shop for the best or for whom price does not matter
· Values based methods
· Improvement value method (Represents an estimate of how much more (or less) consumers are willing to pay for a product relative to other comparable products)
· Cost of ownership method (Setting prices determines the total cost of owning the product over its useful life)
New Product Pricing
· Price skimming
· Appeals to the segments of consumers who are willing to pay the premium price to have the innovation first (Innovators and early adopters)
· After this high-price market segment becomes saturated and sales begin to slow down, companies generally lower the price to capture (or skim) the next most price-sensitive market segment, which is willing to pay a somewhat lower price
· Process can continue until the demand for the product has been satisfied, even at the lowest price points
· Market penetration pricing
· Set the initial price low for the introduction of the new product or service
· The low market penetration price encourages consumers to purchase the product immediately rather than waiting for the price to drop
· Experience curve effect (As sales continue to grow, the costs continue to drop, allowing even further reductions in the price)
Psychological factors affecting value-based pricing strategies
· Factors that influence the psychological process of adding meaning to, or evaluating, price:
· Consumers’ use of reference prices
·  Reference price (The price against which buyers compare the actual selling price of the product and that facilitates their evaluation process)
· External reference price (A higher price to which the consumer can compare the selling price to evaluate the deal “regular price” or an “original price)
· Internal reference price (Judge a price offering by accessing price information stored in their memory—perhaps the last price they paid or what they expect to pay)
· Everyday low pricing (EDLP) vs. high/low pricing
· EDLP strategy
· Companies stress the continuity of their retail prices at a level somewhere between the regular, nonsale price and the deep-discount sale prices their competitors may offer
· High/low rice strategy
· Relies on the promotion of sales, prices are temporarily reduced to encourage purchases
· Odd prices
· Prices that end in odd numbers (Most marketers believe that odd pricing got its start as a way to prevent sales clerks from just pocketing money)
· The price-quality relationship
· Believing a product or service has higher quality than its competitors because of a higher price

Pricing tactics
· Pricing strategy
· A long-term approach to setting prices broadly in an integrative effort based on the five Cs of pricing
· Pricing tactics
· short-term response to a competitive threat or a broadly accepted method of calculating a final price for the customer 
· B2B pricing tactics and discounts
· Seasonal discounts
· An additional reduction offered as an incentive to retailers to order merchandise in advance of the normal buying season
· Cash discounts
· Reduces the invoice cost if the buyer pays the invoice prior to the end of the discount period
· Typically expressed in the form of a percentage, such as “3/10, n/30,” or “3 percent, 10 days, net 30,” all of which means the buyer can take a 3-percent discount on the total amount of the invoice if the bill is paid within 10 days of the invoice date
· Allowances
· Offers a price reduction to channel members if they agree to feature the manufacturer's product in their advertising and promotional efforts
· Quantity discounts
· Provides a reduced price according to the amount purchased
· The more the buyer purchases, the higher the discount and the greater the value
· Cumulative quantity discount
· Uses the amount purchased over a specified time period and usually involves several transactions
· Noncumulative quantity discount
· Based only on the amount purchased in a single order
· Provides the buyer with an incentive to purchase more merchandise immediately
· Uniform delivered vs geographic pricing
· Specific to shipping
· Uniform delivered
· The shipper charges one rate, no matter where the buyer is located, which makes things very simple for both the seller and the buyer
· Geographic pricing
· Sets different prices depending on a geographical division of the delivery areas
· Pricing tactics aimed at consumers
· Some tactics for products and services aimed directly at consumers
· Price lining
· When marketers establish a price floor and a price ceiling for an entire line
· Price bundling
· Selling more than one product for a single, lower price
· Leader pricing
· Tactic that attempts to build store traffic by aggressively pricing and advertising a regularly purchased item, often priced at or just above the store's cost
· Consumer price reductions
·  Markdowns
· The reductions retailers take on the initial selling price of the product or service
· Quantity discounts for consumers
· Seasonal discounts
·  Price reductions offered on products and services to stimulate demand during off-peak seasons
· Coupons and rebates
· Provide discounts to consumers on the final selling price
· Coupon (The retailer handles the discount)
· Rebate (Issued by manufacturers)
Legal and Ethical aspects of pricing
· Deceptive or illegal price advertising
· Deceptive reference prices
· If the reference price has been inflated or is just plain fictitious, the advertisement is deceptive and may cause harm to consumers
· Loss leader pricing
· Lowers the price below the store's cost
· Bait and switch
· Deceptive because the store lures customers in with a very low price on an item (the bait), only to aggressively pressure these customers into purchasing a higher-priced item (the switch) by disparaging the low-priced item, comparing it unfavourably with the higher-priced model, or professing an inadequate supply of the lower-priced item
· Predatory pricing
· When a firm sets a very low price for one or more of its products with the intent to drive its competition out of business
· Price discrimination
· When firms sell the same product to different resellers (wholesalers, distributors, or retailers) at different prices (larger firms receive lower prices)
· Price fixing
· The practice of colluding with other firms to control prices
· Horizontal price fixing
· Occurs when competitors that produce and sell competing products collude, or work together, to control prices, effectively taking price out of the decision process for consumers
· Vertical price fixing
· Occurs when parties at different levels of the same marketing channel (e.g., manufacturers and retailers) collude to control the prices passed on to consumers
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The importance of distribution
· Distribution channel
· The set of institutions that transfer the ownership of and move goods from the point of production to the point of consumption, Distribution channel and supply chain are virtually the same
· Supply chain management
· Simplified supply chain
· Where manufacturers make products and sell them to intermediaries 
· Logistics management
· Describes the integration of two or more activities to plan, implement, and control the efficient flow of raw materials, in-process inventory, and finished goods from the point of origin to the point of consumption
· These activities may include: Customer service, Demand forecasting, Distribution communications
· Responsibility:
· Distribution channel management traditionally has been the responsibility of marketing departments
· Logistics was traditionally the responsibility of operations
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Designing distribution channels
Channel structure
· When a firm is just starting out or entering a new market, it doesn't typically have the option of designing the “best” distribution channel structure (Choosing from whom it buys or to whom it sells)
· The distribution system may take the form:
· Direct distribution
· Allows manufacturers to deal directly with consumers, Some companies may be forced to distribute their goods directly because they are unable to secure shelf space in retail outlets or are unable to pay the high listing fees demanded by retailers for the shelf space
· Indirect distribution
· One or more intermediaries work with manufacturers to provide goods and services to consumers
· When developing its distribution strategy, a company may choose to use a push strategy or a pull strategy
· A manufacturer focuses its promotional efforts to convince members to carry its product
· This strategy literally pushes the product through distribution channels to end consumers
· Promotional efforts are directed at consumers to build demand for products that, in turn, may convince retailers to carry them
[image: http://textflow.mheducation.com/figures/0070912653/gre85483_ex1203.jpg]





· Multichannel distribution
· [image: http://textflow.mheducation.com/figures/0070912653/gre85483_ex1204.jpg]Better able to reach both consumers and business customers by using a combination of both direct and indirect distribution channels








Channel Member Characteristics
· Distribution intensity
· When setting up distribution for the first time or introducing new products, firms decide the appropriate level of distribution intensity
· The number of channel members to use at each level of the supply chain, 3 levels:
· Intensive distribution
· Designed to get products into as many outlets as possible, The more exposure these products get, the more they sell
· Exclusive distribution
· Strategy of granting exclusive rights to sell to one or very few retail customers so no other customers can sell a particular brand
· Selective distribution
· Lies between the intensive and extensive distribution, Helps a seller maintain a particular image and control the flow of merchandise into an area, so many shopping goods manufacturers use it

Managing Distribution Channels
· Channel conflict
· When channel members are not in agreement about their goals, roles, or rewards
· Companies can manage distribution channels by:
· Developing strong relationships with supply chain partners
· Coordinate the channel by using a vertical marketing system
· Independent distribution channel (The several independent members—a manufacturer, a wholesaler, and a retailer—each attempt to satisfy their own objectives and maximize their own profits, often at the expense of the other members)
· Vertical marketing system (The members act as a unified system because they realize that each party can maximize their individual benefits by working together to make the distribution system more efficient rather than individually or at cross-purposes)
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· 3 types
· Administration vertical marketing system
· There is no common ownership and no contractual relationships
· The dominant channel member controls the channel relationship
· Contractual vertical marketing system
· Independent firms at different levels of the supply chain join together through contracts to obtain economies of scale and coordination and to reduce conflict 
· Franchising is the most common type of contractual vertical marketing system
· Corporate Vertical Marketing System
· A system in which the parent company has complete control and can dictate the priorities and objectives of the supply chain

[image: http://textflow.mheducation.com/figures/0070912653/gre85483_ex1208a.jpg]Supply Chains Add Value
· Direct supply chain with no retailer
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· Indirect supply chain with retailer
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· Flow 2 (Store to Buyer)
· Flow 3 (Buyer to Manufacturer)
· Flow 4 (Store to Manufacturer)
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· Data Warehouse
· The information stored in the data warehouse is accessible on various dimensions and levels, as depicted in the data cube
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· Horizontal axis (Shows that data can be accessed according to the level of merchandise aggregation)
· Vertical axis (Data can be accessed by level of the company)
· Along the third dimension (Data can be accessed by point in time)


· Electronic data interchange
· The computer-to-computer exchange of business documents from a retailer to a vendor and back
· Advanced shipping notice
· An electronic document that the supplier sends the retailer in advance of a shipment to tell the retailer exactly what to expect in the shipment
· The use of EDI provides three main benefits to supply chain members:
· Reduces the time between the decision to place an order and the receipt of merchandise
· Improves the overall quality of communications through better record keeping: 
· The data transmitted by EDI are in a computer-readable format that can be easily analyzed and used for a variety of tasks
· Managing supply chains through strategic relationships
· Strategic relationship (partnering relationship)
· The supply chain members are committed to maintaining the relationship over the long term and investing in opportunities that are mutually beneficial
· Mutual trust
· Holds a strategic relationship together
· When vendors and buyers trust each other, they're more willing to share relevant ideas, clarify goals and problems, and communicate efficiently
· Open communication
· Share information, develop sales forecasts together, and coordinate deliveries
· Common goals
· Give both members of the relationship an incentive to pool their strengths and abilities and exploit potential opportunities together
· Credible commitments
· Involve spending money to improve the products or services provided

Logistics Management: Making Merchandise Flow
· Inbound transportation
· Dispatcher
· Person who coordinates deliveries to distribution centers
· Receiving and checking
· Receiving
· Refers to the process of recording the receipt of merchandise as it arrives at a distribution center 
· Checking
· The process of going through the goods upon receipt to ensure they arrived undamaged and that the merchandise ordered was the merchandise received.
· Storing and cross-docking
· 3 types of distribution centers
· Traditional (A warehouse in which merchandise is unloaded from trucks and placed on racks or shelves for storage)
· Cross-docking (Vendors ship merchandise prepackaged in the quantity required for each store)
· Combinations (Most modern distribution centres combine the two previous approaches. It is difficult for a firm to operate without some storage facilities)
· Getting merchandise floor-ready
· Shipping merchandise to stores
· Inventory management through just-in-time systems
· Just in time inventory systems (JIT) (or quick-response QR)
· Inventory management systems designed to deliver less merchandise on a more frequent basis than traditional inventory systems
· Benefits: Reduce lead time, Increased product availability, Lower inventory investment
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Retailing
· The set of business activities that add value to products and services sold to consumers for their personal or family use

Choosing retail partners
· When choosing retail partners, manufacturers must look at:
· Channel structure
· The level of difficulty a manufacturer has in getting retailers to purchase its products is determined by the degree to which the channel is vertically integrated
· The degree to which the manufacturer has a strong brand or is otherwise desirable in the market
· Customer Expectations
· From a retailer's perspective, it is important to know from which manufacturers its customers want to buy, Manufacturers need to know where their target market customers expect to find their products and those of their competitors
· Channel member characteristics
· Generally, the larger and more sophisticated the channel member, the less likely that it will use supply chain intermediaries

Identifying types of retailers
· Types of retailers
· Food retailers
· Conventional supermarket (Offers groceries, meat, and produce with limited sales of  nonfood items, in a self-serve format)
· Big-box food retailer (Supercenters, Hypermarkets, Warehouse clubs)
· Convenience store (Provides a limited number of items at convenient locations in small stores with speedy checkout)
· General merchandise retailers
· Discount stores (Offers a broad variety of merchandise, limited service, and low prices ,Walmart and Zellers dominate the discount store industry in Canada)
· Specialty stores (Concentrate on a limited number of complementary merchandise categories in relatively small stores)
· Category specialists (Offers a narrow variety but a deep assortment of merchandise)
· Department stores
· Refers to those retailers that:
· Carry many different types of merchandise (broad variety)
· Lots of items within each type (deep assortment)
· Offer some customer services
· Organized into separate departments to display their merchandise
· Drugstores
· Concentrate on health and personal grooming merchandise
· Off-price retailers
· Offer an inconsistent assortment of merchandise at relatively low prices
Creating a retail strategy
· How retailers use the four Ps in their retail strategy to create value for consumers
· Product
· Provide the right mix of merchandise and services that satisfies the needs of the target market 
· Price
· Helps define the value of both the merchandise, the service and the store image
· Manufacturers consider at what price they will sell the product to retailers so that both the manufacturer and the retailer can make a reasonable profit
· Promotion
· Good promotion can mean the difference between flat sales and a growing consumer base
· Cooperative advertising
· An agreement between a manufacturer and retailer in which the manufacturer agrees to defray some advertising costs
· Share of wallet
· The percentage of the customer's purchases made from that particular retailer
· Place
· Convenience is a key ingredient to success
The changing retail landscape
· Value retailers continue to improve their “shopability,” providing more convenient store layouts and shopping experiences that make the task faster and easier
· [image: http://textflow.mheducation.com/figures/0070912653/gre85483_ex1303.jpg]Wheel of retailing









· In the Wheel of Retailing concept, as stores add services and improvements expand the mix of merchandise carried and upgrade their facilities, costs are generally added to the day-to-day operations, which results in higher prices
Exploring multichannel options
· Each channel offers its own unique benefits for selling to consumers
· Store channel
· Offer several benefits to customers that they cannot get when they shop through catalogues or on the Internet
· Browsing
· Touching and feeling products
· Personal service
· Cash and credit payment
· Entertainment and social interaction
· Instant gratification
· Risk reduction
· Kiosk Channels
· Provide store associates with access to the company website so that they can more easily help customers find product information or place orders
· Broader selection
· Access to items online that are out of stock in store
· Access to wish lists and gift registries
· Access to loyalty program information
· Catalogue Channel
· Provides some benefits to customers that are not available from the store or Internet channels
· Convenience
· Information
· Safety
· Internet channel
· Has the potential to offer a greater selection of products and more personalized information about products and services in a relatively short amount of time
· Broader selection
· More information to evaluate merchandise
· Personalization
· Personalized Customer Service (online chats)
· Personalized Offering 

· Challenges in selling merchandise via the internet
· Role of brands
· Brands provide a consistent experience for customers that helps overcome the difficulty of not being able to touch and feel merchandise prior to purchase online
· Using technology
· Firms with electronic channels are using technology to convert touch-and-feel information into look-and-see information that can be communicated through the Internet
· To overcome the limitations associated with trying on clothing, apparel retailers have started to use virtual models on their websites
· Services
· Some service providers have been very successful over the Internet, because the look-and-see attributes of their offering can be presented very effectively online
· Perceived risk in electronic shopping
· Two critical perceived risks:
· The security of credit card transactions on the Internet
· Potential privacy violations

Evolution toward multichannel marketing
· Multichannel retailers
· Retailers that sell merchandise in more than one retail channel (e.g., store, catalogue, and Internet)
· 4 reasons
· Overcoming the limitations of an existing format
· The amount of merchandise that can be displayed and offered for sale in stores is limited
· Inconsistent execution
· Expanding market presence
· Increasing share of wallet
· Although offering an electronic channel may draw away some sales from other channels, using it with other channels can result in consumers making more total purchases from the seller
· Gaining insights into customers’ shopping behaviors
· Online retailing provides key insights into the choices consumers make since the data can be collected unobtrusively

· Will manufacturers bypass retailers and sell directly to consumers?
· Disintermediation
· Occurs when a manufacturer sells directly to consumers, bypassing retailers
· Retailers are concerned about disintermediation because manufacturers can get direct access to their consumers by establishing a retail site on the Internet
· Manufacturers lack many of the critical skills necessary to sell merchandise electronically, and retailers are typically more efficient in dealing with customers directly than are manufacturers. They have considerably more experience than manufacturers in distributing merchandise directly to customers, providing complementary assortments, and collecting and using information about customers
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The communication process
· The sender
· Where the message originates from
· Deceptive advertising (A representation, omission, act, or practice in an advertisement that is likely to mislead consumers acting)
· The transmitter
· Intermediary that the sender works with to  develop marketing communications
· Encoding
· Converting the sender's ideas into a message, which could be verbal, visual, or both
· The communication channel
· The medium—print, broadcast, the Internet—that carries the message
· The receiver
· The person who reads, hears, or sees and processes the information contained in the message
· Decoding (Refers to the process by which the receiver interprets the sender's message)
· Noise
· Any interference that stems from:
· Competing messages
· A lack of clarity in the message
· A flaw in the medium
· Poses a problem for all communication channels
· Feedback loop
· Allows the receiver to communicate with the sender and informs the sender whether the message was received and decoded properly
How consumers perceive communication
· Receivers decode messages differently
· Different people shown the same message will often take radically different meanings from it
· Senders adjust messages according to the medium and receivers’ traits
· Different media communicate in very different ways

Integrated marketing communication tools
· Advertising
· A paid form of communication from an identifiable source, delivered through a communication channel, and designed to persuade the receiver to take some action, now or in the future
· Personal selling
· The two-way flow of communication between a buyer and a seller that is designed to influence the buyer's purchase decision
· Sales promotions
· Special incentives or excitement-building programs that encourage the purchase of a product or service
· Direct marketing
· Marketing that communicates directly with target customers to generate a response or transaction
· [image: http://textflow.mheducation.com/figures/0070912653/gre85483_ex1403.jpg]Has four defining characteristics: 
· It is targeted
· Motivates an action
· Measurable
· Can provide information for the development of a marketing database

· Forms of direct marketing
· Direct mail/email
· Targeted forms of communication distributed to a prospective consumer's mailbox or inbox
· Catalogues
· Companies use catalogues to strategically build their business
· Important for companies with no bricks-and-mortar locations
· Direct response TV
· Refers to TV commercials or infomercials with a strong call to action, usually via 1-800 number, return mail address, or website
· Kiosks
· Can be used to facilitate the way services companies deliver their services to customers

Public Relations
· The organizational function that manages the firm's communications to achieve a variety of objectives
Electronic Media
· Reasons to used electronic media:
· They can be targeted to specific customer segments
· Their impact can be easily and quickly measured in real time
· Modifications can be quickly made to increase their effectiveness
· Customers can be engaged to forward the message to their social networks
· Websites
· Used to build their brand image and educate customers about their products or services and where they can be purchased
· Blogs
· Contains periodic posts on a common web page
· Online games
· Way to reach younger consumers through short online games that allow consumers to interact with the site and possibly other players
· Text messaging
· Retailers can send coupons directly to shoppers' cellphones
· Social media
· Refers to a broad spectrum of online communities and social networking sites
· Mobile Apps
· Used for a variety of purposes
Steps in planning an IMC Campaign
· Designing a successful IMC campaign requires a great deal of planning
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1. Identify target audience
· Firms conduct research to identify their target audience, use the information to set the tone for the advertising program and help them select the media they will use to deliver the message to that audience

2. Set objectives
· Understand the outcome they hope to achieve before they begin, short-term or long-term in nature
· Campaign objectives
i. Derive from the overall objectives of the marketing program and clarify the specific goals that the ads are designed to accomplish
ii. Appear in the advertising plan
1. outlines the objectives of the advertising campaign, how the campaign might accomplish those objectives, and how the firm can determine whether the campaign was successful
· All marketing objectives aim to achieve certain objectives: to inform, persuade, and remind customers
· Pull strategy
i. Where the goal is to get consumers to pull the product into the supply chain by demanding retailers carry it
· Push strategies 
i. Designed to increase demand by focusing on wholesalers, distributors, or salespeople, who push the product to consumers via distribution channels

3. Determine Budget
· no one method should be used in isolation
· Objective-and-task method
i. The communication budget is set based on the cost of specific tasks requires to achieve stated communication objectives
ii. Limitations
1. It can be difficult to identify the specific tasks that will achieve the objectives and, as a result, it is the most difficult method to use
· Competitive and Task
i. Method of determining a communications budget in which the firm’s share of the communication expenses is in line with its market share
ii. Limitations
1. Prevents firms from exploiting the unique opportunities or problems they confront
2. If all competitors use this method to set communication budgets, their market shares will stay approximately the same over time
· Percentage-of-sales
i. A method of determining a communications budget that is based on a fixed percentage of forecasted sales
ii. Limitations
1. Assumes the percentage used in the past, or by competitors, is still appropriate for the firm, Does not take into account new plans
· Affordable budgeting
i. A method of determining a communications budget based on what is left over after other operating costs have been covered. 
ii. Limitations
1. Assumes communication expenses do not simulate sales and profit

4. Convey Message
· Determine message>what appeal would most effectively convey the message
· The message
i. Provides the target audience with reasons to respond in the desired way
ii. Establish a product’s unique benefits
1. This distinction forms the basis for the unique selling proposition (USP)
a. The common theme or slogan in an advertising campaign
· The appeal
i. Advertising combines the types of appeals into two broad categories: 
1. Rational 
a. Help consumers make purchase decisions by offering factual information and strong arguments built around relevant issues that encourage consumers to evaluate the brand favourably on the basis of the key benefits it provides
2. Emotional 
a. Aims to satisfy consumers' emotional desires rather than their utilitarian needs
b. Use of emotion to create a bond between the consumer and the brand
3. Moral appeals are sometimes considered as a third category
5. Evaluate and select media
· Media planning
i. Refers to the process of evaluating and selecting the media mix that will deliver a clear, consistent, compelling message to the intended audience
· Media buy
i. The actual purchase of airtime or print pages
· Mass and Niche Media
i. Mass media channels include national newspapers, magazines, radio, and television, are ideal for reaching large numbers of anonymous audience members
ii. Niche media channels are more focused and are generally used to reach narrower segments, often with unique demographic characteristics or interests
· Choosing the right medium
i. For each class of media, each alternative has specific characteristics that make it suitable for meeting specific objectives
ii. Communication media also vary in their ability to reach the desired audience 
· Determining the advertising schedule
i. Advertising schedule
1. Specifies the timing and duration of advertising
2. Three types of schedules
a. Continuous schedule
i. Runs steadily throughout the year and therefore is suited to products and services that are consumed continually at relatively steady rates
b. Flighting
i. Refers to an advertising schedule implemented in spurts, with periods of heavy advertising followed by periods of no advertising
c. Pulsing
i. Combines the continuous and flighting schedules by maintaining a base level of advertising but increasing advertising intensity during certain periods
6. Create Communication
· During this step, the message and appeal are translated creatively into words, pictures, colours, and/or music
· Advertisers must be careful not to let their creativity overshadow the message
7. Assess impact using marketing metrics
· Effectiveness of an advertising campaign must be assessed before, during, and after the campaign has run
· Pretesting
i. Refers to assessments performed before an ad campaign is implemented to ensure that the various elements are working in an integrated fashion and doing what they are intended to do
· Tracking
i. Includes monitoring key indicators, while the advertisement is running to shed light on any problems with the message or the medium
· Posttesting
i. The evaluation of the campaign's impact after it has been implemented. At this last stage, advertisers assess the sales and/or communication impact of the advertisement or campaign.


Result: Measuring IMC Success
· Once a firm has decided how to set its budget for marketing communications and its campaigns have been developed and implemented, it reaches the point that it must measure the success of the campaigns
· The lagged effect
i. A delayed response to a marketing communication campaign
ii. Influences and complicates marketers' evaluations of a promotion's effectiveness, as well as the best way to allocate marketing communications budgets
· When measuring IMC success, the firm should examine when and how often consumers have been exposed to various marketing communications
i. Use measures of:
1. Frequency of exposure
2. Reach
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Advertising
The AIDA model
· Suggests that Awareness leads to Interest, which leads to Desire, which leads to Action
· Consumers typically have 3 types of responses therefore the AIDA model is also known as the ‘think, feel, do’ model
· Awareness
· Brand awareness
· [image: http://textflow.mheducation.com/figures/0070912653/gre85483_ex1501.jpg]Refers to a potential customer’s ability to recognize or recall that the brand name is a particular type of retailer or product/service
· Awareness metrics
· Aided recall
· Occurs when consumers recognize the brand when its name is presented to them
· Top-of-mind awareness (Highest level of awareness)
· Occurs when a brand has a prominent place in people’s memories that triggers a response without them having to put any thought into it
· Interest
· Consumers must be persuaded, Marketers ensure that the ad’s message includes attributes that are of interest to that target audience
· Desire
· After firm has grabbed the interest of its target market, the goal of subsequent messages should move the consumer from ‘like it’ to ‘want it’
· Action
· If the message has caught consumers’ attention and made them interested enough to consider the product as a means to satisfy a specific desire of their, they likely will act on that interest by making a purchase
· The lagged effect
· A delayed response to a marketing communication campaign
Forms of advertising
· Informative advertising
· Communicates to create and build brand awareness, with the ultimate goal of moving the consumer through the buying cycle to a purchase
· Persuasive advertising
· Generally occurs in the growth and early maturity stages of the PLC, when competition is most intense
· In later stages of PLC, it might be used to reposition an established brand
· Reminder advertising
· Communication used to remind consumers of a product or to prompt repurchases

Focus of advertisements
· Ad campaign’s objectives determine the specific ad’s focus
· Product-focused advertisements
· Used to inform, persuade, or remind consumers about a specific product or service
· Institutional advertisements
· To inform, persuade, and remind consumers about issues related to places, politics, an industry, or a particular corporation
· Public service announcement (PSA)
· Focuses on public welfare and generally is sponsored by nonprofit institutions, civic groups, religious organizations, trade associations or political groups

Stealth marketing
· A strategy used to attract consumers that employs promotional tactics which deliver a sales message in unconventional ways
· Viral marketing
· A marketing phenomenon that encourages people to pass along a marketing message to other potential consumers
Sales promotion
· Special incentives or excitement-building programs that encourage consumers to purchase a particular product or service
Consumer sales promotions
	Promotion
	Objective
	Advantages
	Disadvantages

	
Coupons 

- Offers a discount on the price of specific items when they’re purchased 
	

Stimulate demand
	
- Encourage retailer support
- Allows for direct tracing of sales
	
- Low redemption rates
- High cost

	Deals

- Refers to a type of short-term price reduction that can take several forms
	
Encourage trial
	
- Reduces consumer risk
- Retaliates against competitive action
	
- May reduce perception of value

	Premiums 

- Offers an item for free or at a bargain price to reward some type of behavior
	
Build goodwill
	
- Increases perception of value
	
- Results in consumers that buy for premium not the product
- has to be carefully managed

	Contests

- Refers to a brand-sponsored competition that requires some form of skills or effort
	
Increase consumer involvement
	
- Generates excitement
	
- Requires creativity
- Must be monitored

	Sweepstakes

- Offers prizes based on a chance drawing of entrants’ names

	
Encourage higher consumption
	
- Minimizes brand switching among existing consumers
	
- Sales often decline after

	Samples 

- Offers potential customers the opportunity to try a product or service before they make a buying decision
	
Encourage trial
	
- Offers direct involvement 
	
- Has high costs to the firm

	Loyalty Programs

- Designed to retain customers by offering premiums or other incentives to customers that make multiple purchases over time
	
Encourage repurchase 
	
- Creates loyalty
	
- Has high costs to the firm

	POP Displays

- Point-of-purchase
- Displays are merchandise displays located at the point of purchase
	
Increase brand trial
	
- Provides high visibility
- Provides in-store support
	
- Is difficult to get a good location in the store
- Can be costly to the firm

	Rebates

- Refer to a particular type of price reduction
	
Stimulate demands
	
- Increase value perception
	
- Is easily copied by competitors
- May just advance future sales

	Product Placement

- When used, marketers include their product in nontraditional situations
	
Demonstrate product uses
	
- Displays products nontraditionally 
- Introduces new products
	
- May not provide firm with control over display
- Can result in product being overshadowed 



Trade Channel Sales Promotions
· Help convince retailers and wholesalers to stock a new brand, give it eye-level shelf space, and promote it in their flyers and other advertisements
· Types:
· Discounts and allowances
· Effective incentives used to maintain or increase inventory levels in the distribution channel
· Manufacturers sometimes offer a case allowance (discount taken off each case ordered)
· Merchandise allowance
· May be offered in return for extra in-store support for featuring the product in some way by the retailer
· Co-operative advertising
· Helps to compensate trade channel members for money  they spend promoting products and encourages them to feature products more often
· Generally, manufacturers will pay 50% of the cost of advertising up to an agreed limit
· usually determined based on the amount of business a retailer does with a manufacturer
· Sales force training
· Training gives a company’s sales force more in-depth product knowledge, which enhances their confidence in the product and increase the likelihood of future sales

Using sales promotion tools
· Pop-up stores
· Exist only for a limited time and generally focus on a new product or a limited group of products offered 
· Designed to drive traffic to the retailers through giveaways of coupons and samples
· Cross-promoting
· When two or more firms join together to reach a specific target market
· Goal of sales promotion
· To create value for both the customers and the firm

Personal Selling
· The scope and nature of personal selling
· Personal selling
· The two-way flow of communication between a buyer and a seller that is designed to influence the buyer’s purchase decision
· Professional selling
· Can be a satisfying career because:
· Many people love the lifestyle
· Salespeople for example usually make their own schedule
· Variety of the job
· Lucrative career 
· Salespeople are the front-line emissaries for their firm
· Personal selling and marketing strategy
· Relationship selling
· A sales philosophy and process that emphasizes a commitment to maintaining the relationship over the long term and investing in opportunities that are mutually beneficial to all parties
· The value added by personal selling
· Salespeople educate and provide advice
· Provide valuable information about the product, directions on how to use it
· Salespeople save time and simplify buying
· Customers perceive value in time and labor savings 

The personal selling process
· Depending on the sales situation and the buyer’s readiness to purchase, the salesperson may not use every step

· STEP 1
· Generate and Qualify Leads
· Generate list of potential customers – LEADS
· Assess sales leads potential – QUALIFY
· Salespeople that already have an established relationship with customers will skip this step
· Leads are generated in a variety of ways:
· Talking to their current customers
· Networking at events such as industry conferences or chamber of commerce meetings
· Internet (Company website, Google search)
· Trade shows
· Cold calls
· Salespeople telephone or go to see potential customers without appointments
· Telemarketing
· Similar to cold calls - Always occurs over the telephone
· Less popular nowadays because: Success rate is fairly low, Federal and provincial governments have begun to regulate the activities of telemarketers
· After leads are generate
· Must qualify those leads by determining whether it is worthwhile to pursue them 

· STEP 2
· Pre-approach
· Occurs prior to meeting the customer for the first time and extends the qualification of leads procedure 
· Salesperson must conduct additional research and develop plan for meeting with the customer

· STEP 3
· Sales presentation and overcoming objections
· The presentation
· First part of meeting
· Salesperson gets to know the customer, Get their attention. Crete interest 
· Once salesperson has a good feel for where the customer stands, they can apply this knowledge to help the customer solve its problem or satisfy its need
· Handling objections
· HO that the buyer might have about the product or service
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· STEP 4
· Closing the sales
· Obtaining a commitment from the customer to make a purchase
· Without a successful close, the salesperson goes away empty handed

· STEP 5
· Follow-up
· Offers a prime opportunity for a salesperson to solidify the customer relationship through great service quality
Managing the sales force
Sales force structure
· Company sales force is composed of people who are employees of the selling company
· Independent agents  (manufacturer’s representatives)
· Salespeople who sell a manufacturer’s products on an extended contract basis but are not employees of the manufacturer
· Compensated by commissions
· Company sales forces
· More typically used for established product lines

Recruiting and selecting salespeople
· Once firms determines how the sales force will be structured, it must find and hire salespeople
· Most important activity in the recruiting process is to determine:
· What the salesperson will do, what personal traits and abilities a person should have to do the job well

Sales Training
· All salespeople benefit from training about:
· Selling and negotiating techniques
· Product and service knowledge
· Technologies used in the selling process
· Time and territory management
· Company policies and procedures
· Method of training depends on:
· Topic of the training
· What type of salesperson is being trained
· The cost versus the value of the training
· Internet
· Less expensive
· Online training programs


Motivating and compensating salespeople
· Financial rewards
· Compensation
· A fixed sum of money paid at regular intervals
· Commission
· Money paid as a percentage of the sales volume or profitability
· Bonus
· A payment made at management’s discretion when the salesperson attains certain goals
· Sales contest
· A short-term incentive designed to elicit a specific response from the sales force
· Nonfinancial rewards
· Should have:
· High symbolic value (plaques, pens, rings)
· Days off, free tips
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Growth of the global economy: globalization of marketing and production
· Globalization of production (OFFSHORING)
· Refers to manufacturers' procurement of goods and services from around the globe to take advantage of national differences in the cost and quality of various factors of production
· E.g., labour, energy, land, capital
· General agreement on tariffs (GATT)
· Established to lower trade barriers, Law in 1944 that has been replaced with WTO
· The World Trade Agreement (WTO)
· Differs from the GATT
· Main function is to ensure that trade flows as smoothly, predictably, and freely as possible
· Also administers:
· Trade agreements
· Acts as a forum for trade negotiations
· Settles trade disputes
· Reviews national trade policies
· Assists developing countries in their trade policy issues through technical assistance and training
· The international monetary fund (IMF)
· Was established as part of the original GATT, Primary purpose of the IMF is to promote international monetary cooperation and facilitate the expansion and growth of international trade
· World Bank Group
· Development bank that provides loans, policy advice, technical assistance, and knowledge-sharing services to low- and middle-income countries in an attempt to reduce poverty
· Both these organizations (IMF and WBG) affect the practice of global marketing in different ways; but, together, they enable marketers to participate in the global marketplace by making it easier to buy and sell, by financing deserving firms, by opening markets to trade, and by raising the global standard of living, which allows more people to buy goods and services

Assessing global markets
· Because different countries, at their various stages of globalization, offer marketers a variety of opportunities, firms must assess the viability of a variety of international markets
· This assessment is done through an environmental analysis of 4 set of factors:
·  Political and Legal Environment
· Protectionist policies (Policies aimed at restricting trade and global marketing)
· Trade liberalization (Policies that encourage global trade and marketing)
· Forms of protectionist policies and trade liberalization
· Trade sanctions
· Penalties or restrictions imposed by one country over another country for importing and exporting of goods, services, and investments
· Tariffs (or a duty)
· A tax levied on a good imported into a country
· Generally, tariffs are intended to make imported goods more expensive and thus less competitive with domestic products, which in turn protects domestic industries from foreign competition
· Dumping
· The practice of selling a good in a foreign market at a price that is lower than its domestic price or below its cost
· Quotas
· Designates the maximum quantity of a product that may be brought into a country during a specified time period
· Boycott
· Pertains to a group's refusal to deal commercially with some organization to protest against its policies (trade unions, human rights, or environmental groups)
· Exchange control
· Refers to the regulation of a country's currency exchange rate
· The measure of how much one currency is worth in relation to another
· A method of avoiding an unfavourable exchange rate is to engage in countertrade
· Trade between two countries where goods are traded for other goods and not for hard currency
· Trade agreements
· An intergovernmental agreement designed to manage and promote trade activities for a specific region
· Trading bloc
· Consists of those countries that have signed the particular trade agreement
· Major trade agreements:
· European Union
· By dramatically lowering trade barriers between member nations within the union, the complexion of the global marketplace has changed
· North American free trade agreement (NAFTA)
· Limited to trade-related issues, such as tariffs and quotas, among Canada, Mexico, and the United States
· Central American free trade agreement (CAFTA)
· Trade agreement between Costa Rica, the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, and the United States
· Mercosur
· Covers most of South America
· Association of southeast Asian nations (ASEAN)
· Mission to build economic stability and lowering trade restrictions among the six member nations 
· Political Risk Analysis
· Before a company decides to engage in global marketing, it must conduct a political risk analysis
· Assessing the level of political, socio-economic, and security risks of doing business with a country

· Economic environment
· 3 major economic factors
· Evaluating the general economic environment
· To determine the market potential for its particular product or service, a firm should use as many measures as it can obtain
· Trade deficit
· The country imports more goods than it exports
· Trade surplus
· Higher level of exports than imports
· Gross domestic product (GDP)
· Most common way to measure the size and market potential
· Defined as the market value of the goods and services produced by a country in a year
· GDP growth means that production and consumption in the country is expanding, therefore, there are greater marketing opportunities for most goods and services
· Purchasing power parity (PPP)
· Theory that states that if the exchange rates of two countries are in equilibrium, a product purchased in one will cost the same in the other, expressed in the same currency
· Human development index (HDI)
· A composite measure of three indicators of the quality of life in different countries
· Life expectancy at birth
· Educational attainment
· Whether the average incomes
· These macroeconomic measures provide a snapshot of a particular country at any one point in time
· Evaluating Market Size and population growth rate
· The countries with the highest purchasing power today may become less attractive in the future for many products and services because of stagnated growth
· Another aspect related to population and growth pertains to the distribution of the population within a particular region; namely, is the population located primarily in rural or urban areas?
· Evaluating real income
· Real income
· Income adjusted for inflation
· Affects consumers' buying power, and thus will influence the marketing mixes companies develop for their overseas markets

· Socio-cultural factors
· Understanding another country's culture is crucial to the success of any global marketing initiative
· Culture
· The set of values, guiding beliefs, understandings, and ways of doing things shared by members of a society, exists on two levels:
· Visible artifacts
· E.g., behaviour, dress, symbols, physical settings, ceremonies
· Easy to recognize
· Underlying values
· Thought processes, beliefs, and assumptions
· One important cultural classification scheme that firms can use is Geert Hofstede's cultural dimensions concept. Hofstede believes cultures differ on five dimensions:
· Power distance: Willingness to accept social inequality as natural
· Uncertainty avoidance: The extent to which the society relies on orderliness, consistency, structure, and formalized procedures to address situations that arise in daily life
· Individualism: Perceived obligation to and dependence on group
· Masculinity: The extent to which dominant values are male-oriented. A lower masculinity ranking indicates that men and women are treated equally in all aspects of society; a higher masculinity ranking suggests that men dominate in positions of power
· Time orientation: Short versus long-term orientation. A country that tends to have a long-term orientation values long-term commitments and is willing to accept a longer time horizon for, say, the success of a new product introduction

· Technology and infrastructure capabilities
· Infrastructure
· Defined as the basic facilities, services, and installations needed for a community or society to function
· Marketers are especially concerned with 4 key elements of a country's infrastructure:
· Transportation
· Must be a system to transport goods throughout the various markets and to consumers in geographically disperse marketplaces
· Distribution channels
· Distribution channels must exist to deliver products in a timely manner and at a reasonable cost
· Communications
· Communications system must be sufficiently developed to allow consumers access to information about the products and services available in the marketplace
· Commerce
· The commercial infrastructure consists of the legal, banking, and regulatory systems that allow markets to function
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Choosing a global entry strategy
· When a firm has concluded its assessment analysis of the most viable markets for its products and services, it must then conduct an internal assessment of its capabilities
· A firm can choose from many approaches when it decides to enter a new market. These approaches vary according to the level of risk the firm is willing to take
· Entry strategies:
· Exporting
· Producing goods in one country (exporting country) and selling them in another (host country)
· Global expansion
· Often begins when a firm receives an order for its product or service from another country, in which case it faces little risk because it can demand payment before it ships the merchandise
· Exporting may take two forms:
· Indirect
· Occurs when the exporting firm sells its goods in the host country through an intermediary
· Direct
· When the exporting company sells its products in the host country directly without the intermediaries
· Franchising
· A contractual agreement between a firm, the franchisor, and another firm or individual, the franchisee
· A franchising contract allows the franchisee to operate a business using a name and format developed and supported by the franchisor
· However, when it engages in franchising, the firm has limited control over the market operations in the foreign country, its potential profit is reduced because it must be split with the franchisee, and, once the franchise is established, there is always the threat that the franchisee will break away and operate as a competitor under a different name
· Strategic Alliance
· Refers to collaborative relationships between independent firms, though the partnering firms do not create an equity partnership; that is, they do not invest in one another
· Joint Venture
· Formed when a firm entering a new market pools its resources with those of a local firm to form a new company in which ownership, control, and profits are shared
· Two variants of joint ventures are:
· Contract manufacturing
· When a foreign firm contracts with a local firm in the host market to manufacture the product
· Management contracting
· When the domestic firm provides management consulting and advice to a foreign firm
· Low-risk method of entering a country's market without setting up operations in the country
· Generates returns immediately upon execution of the agreement
· Direct Investment
· Requires a firm to maintain 100-percent ownership of its plants, operation facilities, and offices in a foreign country, often through the formation of wholly owned subsidiaries
· This entry strategy requires the highest level of investment and exposes the firm to significant risks, including the loss of its operating and/or initial investments
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Choosing a global marketing strategy
Global marketing strategy includes two components: 
· Determining the target market(s) to pursue
·  Developing a marketing mix that will sustain a competitive advantage over time

· Target Market: Segmentation, targeting, and positioning
· Global segmentation, targeting, and positioning (STP) is more complicated than domestic STP for several reasons
· Firms considering a global expansion have much more difficulty understanding the cultural nuances of other countries
· Subcultures within each country also must be considered
· Consumers often view products and their role as consumers differently in different countries
· The global marketing mix
· The four Ps from a global perspective
· Global product or service strategies
· There are three potential global product strategies:
· Sell the same product or service in both the home country market and the host country
· Sell a product or service similar to that sold in the home country but include minor adaptations
· Sell totally new products or services
· Global pricing strategies
· Many countries still have rules governing the competitive marketplace, including those that affect pricing
· Other issues, such as tariffs, quotas, anti-dumping laws, and currency exchange policies, can also affect pricing decisions
· Competitive factors influence global pricing in the same way they do home country pricing, but because a firm's products or services may not have the same positioning in the global marketplace as they do in their home country, market prices must be adjusted to reflect the local pricing structure
· Global distribution strategies
· Global distribution networks form complex value chains that involve intermediaries, exporters, importers, and different transportation systems
· These additional intermediaries typically add cost and ultimately increase the final selling price of a product
· The number of firms with which the seller needs to deal to get its merchandise to the consumer determines the complexity of a channel. In most developing countries, manufacturers must go through many different types of distribution channels to get their products to end users, who often lack adequate transportation to shop at central shopping areas or large malls. Therefore, these consumers shop near their homes at small, family-owned retail outlets
· Global communication strategies
· Challenge is identifying the elements that need to be adapted to be effective in the global marketplace
· Media availability varies widely; some countries offer only state-controlled media
· Advertising regulations differ too. In an attempt at standardization, the European Union recently recommended common guidelines for its member countries regarding advertising to children, and it is currently reviewing a possible ban on “junk food” advertising
· Differences in language, customs, and culture also complicate marketers' ability to communicate with customers in various countries. Language can be particularly vexing for advertisers
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