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Chapter 1  Overview of Marketing 

Marketing 
· Set of business practices to plan and present g/s in ways that build effective consumer relationships 
Value 
· Purpose of marketing 
· What you get for what you give up 

Core Aspects of Marketing 
· Value 
· Understand customers needs and wants 
· Speed, convenience, size, accuracy, price 
· Entails Exchange 
· Exchange money or info for convenience 
· The Four P’s 
· Respond to market’s wants 
· Product  creates value
· Packaging, brands, g/s, warranty, features
· Price  transacts value
· What you sacrifice for g/s (time, money, energy)
· Place  delivering value
· Supply chain management – getting g/s to the right ppl at the right time and location 
· Promotion  communicating value
· Inform, persuade, remind potential buyers
· Influence opinion, evoke response 
· Performed By Individuals and Firms
· B2B (wholesale) B2C (retailer sells to customer) C2C (eBay, yard sale) 
· Occurs in Many Settings 
· Helps Create Value  Four Eras of Marketing (Pam Surfs More Vigorously)
· Production Oriented Era (1900-1920) 
· Develop and distribute
· Not concerned with satisfying customer’s needs
· Good product will sell itself 
· Sale Oriented Era (1920-1950)
· Sell as many products as possible 
· Transactions above customer relationships
· If customers try the product, they will like them 
· Market Oriented Era (1950-1990) 
· Customer needs before design 
· Price, quality, convenience (what persuades buyers)
· Value Based Marketing Era (1990-present)
· Give greater value than competition 
· Consumers constantly changing perceptions 
· Customer relationships  use data to maintain relationship, long term view of customers 
· Firms monitor marketplace to create value 
· Sharing info  information technology programs where data is transmitted through firm 
· Balancing Benefits and Costs  focus on key benefits, get rid of less strategic benefits (cost) 

Chapter 2  Marketing Plan and Strategies 

Strategic Marketing Planning Process (5 steps) 
1. Define Mission – plan
a. What type of business is it?
b. What does it need to do to accomplish its goals?
2. SWOT Analysis – implement   
a. Strengths Weaknesses 
i. Internal 
ii. Resources, brands, networks, locations 
b. Opportunities Threats 
i. External 
ii. New markets, firms enter/exit, new resources 
3. Identify & Evaluate Opportunities (STP) – control 
a. Segmentation  age, gender, income, relationship status, family status
i. Consumers who respond the same way to marketing efforts
b. Targeting 
i. Evaluate attractiveness of dif segments then chose one to pursue 
c. Positioning  proper marketing mix
i. Customers have clear understanding of product and how it compares to competition  
4. Implement Marketing Mix & Allocate Resources – 4Ps
a. After STP, set objectives and develop marketing mix 
b. Scarce resources allocated to create most value for firm 
5. Evaluate Performance and Make Objectives 
a. Strategies revised to adjust to new markets, competitors and technologies

Growth Strategies 
· Market penetration, product and market development, diversification 

Chapter 3  Analyzing Marketing Environment 

Marketing Environment 
· Outside marketing forces affecting customer-firm relationship
· Affected by micro and macro environmental factors 

Micro Environment  firm and immediate influences SWOT
· Competition 
· Identify and analyze direct and indirect competitors 
· New entrants  trade barriers 
· Buyers  bargaining power, price sensitivity 
· Substitutes 
· Suppliers 
· Rivalry 
· Competitive Intelligence used to collect and synthesize info 
· Pure Comp, Monopoly, Monopolistic Competition, Oligopoly  

Macro Environment  uncontrollable factors SWOT (PESTLDE) 
· Demographic 
· Age, gender, location, income, gay, ethnic, disabled 
· Education = income = increased purchasing power 
· Generational marketing: segment ppl by lifestyle instead of age 
· Baby Boomers (1946-1976)
· Gen X (1965-1976)
· Increased parental divorce 
· Cautious economic outlook
· Less materialistic 
· Family first
· Less retirement savings
· Gen Y/ Echo Boomers (1977-2000)
· Good with technology
· Political/Legal 
· Laws, govt agencies, pressure groups  influence/limits organizations and individuals 
· Trends 	
· Increased legislation 
· Increased emphasis on ethics - social responsibility, cause-related marketing 
· Competition Act, Consumer Packaging and Labeling Act, NAFTA etc.
· Set bounds & restrict nature of marketing 
· Natural 
· Natural resources as inputs 
· Trends
· Shortage of raw materials 
· Increased pollution 
· Increased govt intervention 
· Environmentally sustainable strategies 
· Economic 
· Affect consumer purchasing and spending power 
· Inflation, recession, national income influence consumer demand 
· Engel’s Law  as income rises the % spent on things changes
· Disposable Income: $ left after taxes
· Discretionary Income: $ after taxes and needs are paid for 
· Cultural 
· Affect society’s values, perceptions, behaviors
· Cultural Values 
· Core beliefs: passed down and reinforced 
· Secondary beliefs: open to change 
· Shifts in Secondary Cultural Beliefs 
· View of self  Yankelovich Monitor Segments 
· Do it yourselfers – recent movers 
· Adventurers 
· Cocooning (hiving): having a movie theatre inside your house so you don’t actually have to go to the movies 
· View of Society 
· Patriots protect
· Reformers change
· Malcontents leave 
· Social 
· Green trend, health trend, price sensitive trend  
· Privacy Concerns 
· Time Poor Society
· Most parents work 
· Consumers multitask
· Consumers have more choices regarding leisure time 
· Technology
· Impact on marketers  e-commerce, intranet, extranet, market space, e-business, e-marketing 
· Influence product development and production 

Responding to Marketing Environment 
· Uncontrollable: react and adapt to environmental forces 
· Proactive: aggressive actions to affect forces in environment 
· Reactive: watching and reacting to environmental forces 

Take Home Messages 
· Constant changes in environment = constant changes in marketing strategy 
· Changes = opportunities 
· Marketing manager: analyze and understand environmental forces to find successful strategies 

Chapter 4  Marketing Research 

Marketing Research
· Links firms and organizations to their customers through data (collect, record, analyze, interpret)
· Data from customers = g/s that meet customers needs 
 
Market Research Process (O R C A P)
1. Define objectives and research needs 
a. What info needed to answer research questions
b. How that info should be attained 
2. Design research project 
a. Determine type of data and research needed
b. Primary data: data collected to answer specific research questions under investigation 
i. Focus groups, experiments, surveys 
c. Secondary data: info collected before focal project (plentiful & free)
i. Sales data, govt sources, internet, books, periodicals 
ii. Syndicated data: more detailed but expensive 
3. Collect data 
a. Exploratory research: gives initial info when problem lacks clear definition 
i. Qualitative  observation, focus groups, ethnography (study ppl in their daily lives), in-depth interview, projective (give scenario and express thoughts about it) 
b. Conclusive research: confirming initial insights 
i. Quantitative  experiments, survey, scanner (new data source), panel 
ii. Structured question: on a scale from 1-5 
iii. Unstructured question: __________? 
Space to answer question 
	


4. Analyze Data 
a. Convert data into info and explain, predict, evaluate situation 
b. Data = raw numbers
c. Info: organized, interpreted, converted data for decision makers 
5. Present Results 
a. Executive summary, body, conclusion, limitations, tables, appendix 

Chapter 5  Consumer Behavior 

Consumer Decision Process 
1. Need Recognition 
a. Functional and psychological needs 
2. Information Search 
a. Internal Search: you just buy the same gum you bought last time 
b. External Search: extra search to buy a product
c. Outgoing Search: getting info for later, enjoyable to search  
d. Evaluative Criteria: factors used to base decision 
i. Personal Sources: friends and family
1. Most effective source of info
ii. Commercial Source: ads, sales people 
1. Where you get the most info 
iii. Public Source: mass media, consumer rating groups 
iv. Experiential Source: handle, use, examine product
e. Implications for marketers 
i. Marketers need to tell consumers they need this product 
f. Actual vs Perceived Risks 
i. Performance, financial, social, physiological, psychological 
g. Internal Locus of Control
i. Internal search = more control = more search activities 
h. External Locus of Control 
i. Fate, external factors = why bother 
3. Alternative Evaluation 
a. Warranty, ease of maintenance, price, quality 
b. What features are the public actively considering??
c. Evaluation of Alternatives 
i. Evoked: naming brands you know and want to buy
ii. Retrieval: brand you know but wouldn’t buy 
iii. Universal: all potential alternatives 
d. Decision Heuristic: mental shortcuts that help consumers narrow their choices 
i. Price, brand, product presentation 
4. Purchase
a. Situational Factors: impact on purchase decision process 
i. Purchase decision
ii. Social surroundings 
iii. Physical surroundings 
iv. Your mood
5. Post Purchase Evaluation 
a. Dissonance/ buyer’s remorse 
i. Firms decrease dissonance by reinforcing decisions by thank you letters, congrats, phone calls 
b. Lower dissonance by: 
i. Demos, money back guarantee, encourage feedback, periodic contact w customer 
c. Implications for marketers: 
i. With high involvement purchases marketers will have to lower risks through warrantee, follow up class etc 

Factors Influencing Consumer Decision Process 
· Psychological 
· Motives: need/want causes you to act 
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· Attitudes 
· Cognitive  what we believe to be true 
· Affective  what we feel about the issue 
· Behavioral  actions taken regarding issue 
· Perception: select, organize, interpret info to form picture through 
· Selective Attention: screen out info your exposed to 
· Selective Distraction: interpret info that supports what’s already believed
· Selective Retention: remember pros of brand you like and forget the pros of competing brands  
· Learning: change in thought/behavior 
· Affects attitudes and perceptions 
· Affected by social experiences 
· Social 
· Reference groups: people whom an individ uses to compare beliefs, feelings, behaviors
· Groups provide info, rewards, self-image 
· Membership groups: direct influence, you do belong to it 
· Aspirational groups: wish to belong to 
· Reference: for comparison/ reference in forming attitudes 
· Culture: shared values, morals, meanings 
· Situational

Involvement and Consumer Buying Decisions 
· High involvement purchase  = strong attitudes and purchasing intentions
· Low involvement purchase = weak attitudes and increased use of cues 

Types of Buying Decisions 
· Limited problem solving  impulse buys, habitual decision making 
· Inexpensive
· Low involvement 
· Little risk 
· Little info needed
· No external sources needed
· Few sellers considered 
· Minimal time spent searching
· Extended Problem Solving 
· Expensive
· High involvement
· Infrequently purchased 
· High risk
· Lots of time searching for lots of info that’s needed 
· External sources used 
· Many sellers considered 

Chapter 7  Segmentation Targeting and Positioning 

STP Process (Segment, Target, Position) 
1. Establish Overall Strategy or Objectives 
2. Profile Segments 
a. Geographic 
b. Demographic 
c. Psychological  how consumers describe themselves (self values, self concepts, lifestyles)
d. Behavioral 
i.  Benefits sought (quality, speed, service)
ii. User status 
iii. Usage rate (heavy, light, moderate)
iv. Loyalty (not loyal, very loyalty) 
v. Benefit segmentation – groups ppl based on the benefit derives from g/s 
e. Multiple  geodemographic: geo + demo + lifestyle 
i. PSYTE cluster: grouping of neighborhoods in Canada into 60 dif lifestyle clusters 
3. Evaluate Segment Attractiveness 
a. Identifiable 
i. Who is their market? (Create g/s that meet their needs)
ii. Are segments unique? (Segments are distinct to make distinct marketing)
b. Reachable 
i. Some areas in the world cant be served bc they aren’t accessible to marketing messages or bc there not enough distribution 
c. Responsive 
i. Customers must: 
1. React positively to firm’s offerings
2. Move to firms g/s
3. Accept firm’s value proposition
ii. Ex: if Nike sold toothpaste would you buy it? Probs not 
d. Substantial & Profitable
i. Small segment = not profitable = growth potential important
4.  Selecting Target Market 
· Chose based on which segment of  ex: jeans buyers would be most responsive to value proposition of new jean line 
· Fashion jean vs function jean 
· Undifferentiated (Mass) Marketing  common needs 
· Differentiated (Segmented)  target many segments
· Ex: vanilla coke and cherry coke and regular coke 
· Concentrated (Niche)  single, primary target 
· Ex: Clinique 
· Micromarketing   target to specific individs wants and needs
5.  Identify and Develop Positioning Strategy 
· Positioning  way customers view product on certain attributes
· Mental pic ppl have relative to competitors 
· Perceptions, impressions, feelings 
· Methods 
· Value  relationship of price and quality 
· Product Attributes  innovation, performance – varies by target market 
· Benefits & Symbolism  ex: Dove focuses on inner beauty 
· Competition  position against certain competitor or entire product classification 
· Marketing Leadership  leadership in an industry 
· Positioning Steps 
· Determine customer perceptions and evaluations in relation to competitors 
· Identify competitor positions 
· Find customer preferences 
· Select position 
· Monitor positioning strategy 
· Perceptual map 

Repositioning 
· Reposition to convey that brand meets customer’s changing needs 
· Ex: junk food repositioning as a healthy alternative 

Differentiation and Positioning 
· Identify competitive advantages to build position by providing value from:
· Product, service, channel, people, image differentiation 
· Choosing right competitive advantage 
· Important  difference = valued benefit 
· Distinctive  competition don’t offer difference or you offer it in a better way
· Superior  difference is better than other ways to obtain same benefit 
· Communicable  difference is communicable and visible 
· Preemptive  competitors cant copy difference
· Affordable  afford the difference
· Profitable  company introduces difference profitably 
· Selecting Positioning Strategy 
· Value proposition: full mix of benefits where brand is positioned 
· Positioning statement: summarizes company/ brand positioning 
· TO  target segment and need
· OUR  brand 
· IS  concept 
· THAT  point of difference 

Chapter 8  Developing New Products

Why Create New Products?
· Changing customer needs
· Market saturation  longer products are on market = more market saturation 
· No new products = firm value declines 
· Ex: if Nike only makes one model of shoe every year ppl will have no incentive to ever buy new shoes unless they really need to 
· Manage risk through diversity of products 
· Innovation and value 
· Pioneers  new products that make new markets (breakthroughs)
· First movers  pioneers first to create market which makes them recognizable = establish early market share lead ex: Sony Walkman made way for Ipod 

Adoption of Innovation: Consumer Adoption Cycle/Diffusion of Innovation
· Innovators
· Buyers first to have new product 
· Risk takers, not price sensitive, well informed 
· Help product gain acceptance (spread by word of mouth and reviews)
· Ex: waits in line to buy first tickets to Harry Potter 
· Early Adopters 
· Don’t take as much risk as innovators
· Buy after careful review (read innovators reviews then go buy) 
· Opinion leaders 
· 13.5% of population
· Ex: wait until innovator’s reviews are out then they see Harry Potter
· Early Majority 
· When products become profitable 
· 34% of population 
· Wait until kinks of product are worked out 
· Bring the competitors = dif price and quality choices 
· Ex: rent Harry Potter right when it comes out to rent 
· Late Majority 
· 34%
· Last group to enter  (sales usually plateau) 
· Product achieved full market potential 
· Ex: when Harry Potter is on Netflix 
· Laggards 
· Avoid change, rely on tradition 
· 16% 
· Ex: when Harry Potter is on regular TV 

Adoption of Innovation: Using the Adoption Cycle 
· Firms can develop effective 4P’s to target types of consumer above
· Factors affecting product diffusion speed 
· Relative advantage  product is better than subs = quick diffusion
· Compatibility  timing (ex: drinking coffee is popular in Canada so its easy for Starbucks to gain customers in Canada, but not so much in like China where they don’t drink coffee) 
· Observability  easily observable = easily diffused 
· Complexity & Trialbility  less complex and easy to try = faster diffusion 

How Firms Develop New Products 
1. Idea Generation
a. Development of viable new products 
b. Internal R&D  science (continuous investments) 
c. Licensing  buy rights to tech and ideas (saves R&D costs) 
d. Competitor’s G/S  Reverse engineering: take a part competitor’s product to analyze and create a better version 
e. Customer Input  lead users: users who modify existing products to own ideas and needs
i. Ex: staples found that customers open their mail in the kitchen so they developed a mail shredder that looked like a kitchen appliance 
2. Concept Testing 
a. Testing new product amongst potential customers
3. Product Development 
a. Development of prototypes and/or the product 
b. Alpha testing  test prototype, will it perform and will it satisfy intended need? (R&D Department) 
c. Beta testing  testing in real use setting to determine functionality, performance, problems (Customers) 
4. Market Testing 
a. Test actual product in few test markets
b. Sometimes skip step bc of timing, money competition 
c. Premarket testing  before g/s on market, how many customers will try and continue use? 
i. Saves costs if product launch fails 
ii. Determines effectiveness of advertising 
d. Test marketing  introduce in geographical area before international launch 
i. Determine success of potential g/s
ii. Marketing mix (promos, ads, coupons) 
iii. Costs more, takes longer then premarket 
iv. Advantage: actual consumer behavior 
5. Product Launch 
a. Promotion: appropriate integration 
b. Place: enough product in each store 
c. Price: start with higher price and offer promos then lower over time 
d. Product: timing of launch depending on product 
6. Evaluation of Results 
a. Analysis and post launch reviews 

Product Life Cycle 
· Enter, establish, leave marketplace 
· Bell shaped curve (sales and profits) – but can be different shapes which is problem for managers bc they cant tell what stage product is in 
· Introduction 
· Sales: low 
· Profit: none – little (end of intro)
· Consumers: innovators 
· Competitors: one or few 
· Initial losses bc startup costs and low initial revenue 
· Product: basic
· Price:  high price 
· Place: selective distribution
· Promo: word of mouth and awareness with early adopters 
· Growth  gains acceptance, demand and sales increase 
· Sales: rising		
· Profit: rapidly increasing 
· Consumers: earl adopters, innovators rebuy 
· Competitors: few but increasing 
· Product: product variations 
· Price: slightly dropping
· Place: increasing distribution, dealers to reach new markets 
· Promo:  build awareness in broader markets and media channels
· Maturity  industry sales peak so firms rejuvenate g/s by adding new features and repositioning them 
· Sales: peak
· Profit: peak to declining 
· Consumers: late adopters 
· Competitors: lots (firms and products)
· Product: diverse into product line 
· Price: price points in product line 
· Place: more distribution to reach consumer markets 
· Promo: market brand differences and benefits 
· Decline  sales decline, product leaves market 
· Sales: declining 
· Profit: declining
· Consumers: laggards
· Competitors: low 


Chapter 9  Product, Branding and Packaging Decisions 

Complexity of Products 
· Core Customer Value: center of every product, 
· Problem-solving benefits customers seek 
· What are customers looking for? 
· Actual Product: brand name, quality, packaging, features, design
· Associated Services: improved product
· Non physical attributes – warranty, finance, product support

Types of Products
· Consumer or business products
· Consumer products: personal use 
· Specialty  strong preference, spend effort looking for best suppliers 
· Ex: luxury cars, medical professionals, designer clothes 
· Shopping  compare alternatives 
· Ex: shoes, furniture, travel alternatives, appliances 
· Convenience  no effort, frequently bought
· Ex: commodities – food, drink, soap
· Unsought  don’t normally buy or don’t know about
· Products need lots of marketing 
· Ex: new to the world products 


Product Mix and Product Line Decisions 
· Product mix  every product offered by firm  
· Product line  in product mix  
· Associate items consumers use or group together    
· Ex: Colgate has oral care, personal care, household care
· Product breadth (variety) 
· Product category  in product line 
· Items consumers can sub 
· Ex: Colgate Oral Care has toothpaste, mouthwash, floss, toothbrushes
· Can use same or different brands     ex: 360, Motion Whitening, Navigator 
· Product line depth  
· Stock Keeping Units (SKU’s) 
· Product Mix Breadth 
· Number of product lines (oralcare) 
· Increase: changing markets, increase sales, new venues 
· Decrease: internal priorities, changing markets 
· Product Line Depth 
· Number of product in line (toothpaste)  
· Increase: consumer preferences, get in before competitors, boost sales, new target markets 
· Decrease:  realign resources
· Stock Keeping Units (SKU) 
· Individual items in category, smallest unit for inventory control, own product code (small changes) 
· Ex: Colgate Oral Care Toothpaste Category have SKU’s representing size, flavor, configurations – 100 mm Colgate Total Whitening = 1 SKU, 100 mm Colgate Total Clean Mint = another SKU 
· Increase/decrease: stimulate sales, consumer demand 

Branding 
· Elements: name, URLs/domain names, logos/symbols, characters, slogans
· Value for Customer and Marketer 
· Facilitate consumer search process 
· Brand loyalty: protects brands from competitors 
· Trademarks, copyrights protect from counterfeiters and knockoffs 
· Well known brand = less $ on marketing 
· Real market value as company asset 
· Brand Equity 
· Value that brand adds or takes away from g/s 
· Brand is asset/liability: build & manage brand to change revenue, profits, sales 
· Brand awareness  through exposure of brand elements, promos  
· Brand associations  mental links between brand and image 
· Result from promos 
· Brand personality  human qualities attached to brand (age, gender, fun, smooth, clean, floral, round etc.) 
· Perceived value  subjective measure assessing costs of buying brand, cost vs benefit 
· Brand Loyalty  less price sensitive customers, 
· CRM programs (customer relationship management) – firm gives loyal customers with point programs etc. 

Brand Strategies 
· Brand ownership 
· National/Manufacturer Brands  owned & managed by manufacturer
· Control on marketing strategy = create own brand equity 
· Ex: Nike, Tide, most brands marketed in Canada 
· Store/Private-Label Brands  owned & managed by retailers
· Only available through that retailer 
· Less expensive than national branding 
· Ex: Holt Renfrew sells dif brands by buying through that brand only 
· Generic Brands  sold without name brands 
· Mostly commodities like grain, copper, lumber (sketchy for retailers bc consumers question quality and origin) 
· Naming Brands and Product Lines 
· Corporate/Family Brand  use own name on all products 
· Ex: The Gap (GapKids, BabyGap, GapMaternity) 
· Each brand benefits from awareness of corporation 
· Corporate & Product Line Brand  distinguish products using combo of family brand and individual brand 
· Ex: Kellogg’s Rice Krispy’s, Corn Flakes (word Kellogg’s all over packaging) 
· Maintain status 
· Individual Brand  individual name on each product 
· Ex: P&G detergent (Tide, Downy), paper (Bounty, Charmin), cleaners (Swiffer, Mr. Clean) and other unrelated lines 
· If one brand has problems that brand won’t be associated with other brands 
· Brand Extension 
· Same brand name for new products in same or dif markets 
· PROS  less $ on promo, high quality perceptions carried over, synergy (chips and dips), cross category trial 
· CONS  Brand dilution (affects consumer perceptions of brand) 
· Cobranding 
· Marketing two + brands together on same package or promotion 
· Ex: Nutrasweet (sugar sub) introduced in Coke and Pepsi 
· PROS  Enhance consumer perception of quality, prelude to acquisition strategy (2 firms get together then one firm buys other and rebrands it) 
· CONS  when brands are too different, financial disputes, change priorities 
· Brand Licensing 
· Contract – firms exchange brand elements for $ 

Packaging and Labeling 
· Helps sell product and facilitate use 
· Packaging  holds product and label, product info, other info, facilitates transportation and storage for retailers and customers, need innovation too
· Labeling  important for consumers bc provides safety, nutritional, product usage info 

Chapter 11  Pricing Concepts & Strategies for Establishing Value 

Price
· One of the most important purchase decision factor 
· Element of marketing mix – produces revenue 
· All other elements represent costs 
· Price = strategic opportunity to create value, signifies quality 
· Too low = poor quality 
· Too high = low value 
· Value = benefits – costs (price) 
· Price – quality relationship 
· Inexperienced consumers use price as indicator of quality 

5 C’s of Pricing 
1. Company Objectives 
a. Walmart  everyday low pricing strategy (EDLP) 
b. Profit Orientation Objective
i. Target profit pricing: main profit goal 
1. Use price to stimulate certain level of sales at certain profit per unit 
ii. Maximizing profits strategy: economic theory 
1. Use math to explain and predict sales & profits = where price should be to maximize profits 
iii. Target return price: yields return on investment (% of sales)
1. Rate where profits are generated relative to investments 
c. Sales Orientation Objective
i. Increasing sales better than increasing profits 
1. Ex: Tiffany & Co relies on its image to generate sales. They sell fewer units but still generate high dollar sales 
ii. Overall market share rather than dollar per sales 
d. Competitor Orientation Objective 
i. Measure against competition 
ii. Competitive Parity  set prices similar to major competition
iii. Value implicitly considered – competitors may use value as pricing strategy so copying their strategy might add value 
e. Customer Orientation Objective 
i. Explicitly invokes customer value 
ii. Increase value when prices match customer expectations 
iii. No haggle price structure  make purchase process easier = lower price and increase value 
iv. High priced state of the rate g/s = better reputation, increased value
2. Customers 
a. Demand Curve 
i. Price elasticity of demand (FS)
ii. Elastic  price sensitive  1+ 
iii. Inelastic  price insensitive, necessities  1 - 
iv. Income effect: change in Qd bc of change in income 
1. Lower price elasticity 
v. Substitution effect:  ability to substitute – increases price elasticity of demand 
1. Close subs for Colgate toothpaste 
vi. Cross-Price elasticity: product A compared to B 
1. Complementary: baseball glove and baseball (+ ^^ vv) 
2. Substitute: steak instead of spam (-- ^v v^) 
b. Prestige Product Demand Curve 
i. Customers who buy for status not functionality 
ii. Higher the price the more sold, up to a certain point 
3. Costs 
a. Understand cost structures to determine degree to which g/s will be profitable at different prices 
b. Prices should not be based on costs bc consumers don’t care about firm’s costs they care about value (price they pay, benefits received) 
c. Variable costs: vary with production volume (labour, materials)
d. Fixed costs: don’t vary with production volume (rent, utilities, insurance, salary, maintenance)
e. Total cost = variable + fixed 
f. Break Even Analysis Decision Making: number of units sold generates just enough revenue to equal total costs (profit = 0) – relationship of cost, revenue, price, profit (FS)
i. Contribution per unit = price – variable cost per unit
1. Contribution Margin expressed as  % or $ amount (FS)
g. Margins and Mark-ups (FS)
4. Competition 
a. How competitors react to certain pricing strategies 
b. Monopoly: 1 firm, unique g/s for industry (power, hydro etc), govt regulations for prevention 
i. Less price competition so raise price 
c. Oligopoly: few dominate market, change price reaction to competition 
i. Change price to avoid upsetting a stable competitive environ
ii. Price war: 2 + firms compete by lowering prices 
1. New entrants want to gain market share, old firms want to keep market share
2. Avoid being insensitive to consumers 
d. Monopolistic Competition: many firms sell similar products (subs)
i. Ex: shoe industry, you sell boots, heels, flats, runners etc 
ii. Product differentiation instead of price competition 
e. Pure Competition: many firms sell same thing 
i. Wheat farmers all sell wheat
ii. Prices set by laws of supply and demand (price takers) 
5. Channel Members 
a. Manufacturers, wholesalers, retailers have different pricing strats. 
b. Manufacturer: protect against grey market transactions 
i. Grey Market: irregular methods, it legally circumvents authorized distribution channels to sell g/s at prices lower than those intended by manufacturer 
1. Places merch on the streets at prices below authorized dealers charge

Other Influences on Pricing 
· Internet: increased price sensitivity bc more info is available, alternative product options = easy comparisons 
· Economic: direct impact on pricing 
· Increase in consumer disposable income 
· Increased status consciousness (spend more for brands) 
· Cross shopping  buy premium and low-priced merch or patronizing expensive status-oriented retailers and price-oriented retailers 
· Made prestigious g/s more expensive and more moderately priced g/s less expensive 
· Local economic conditions
· Increasing globalization 

Pricing Strategies 
· Long term to setting prices in all firm’s products based on 5C’s 
· Cost Based: find final price by starting with cost 
· Don’t recognize customers and competitor’s prices 
· Per unit basis 
· Costs don’t vary for different levels of production
· Competitor Based:  set prices to show how product compares to competition 
· Premium pricing  firm sets price above competitors to capture consumers who shop for the best (price doesn’t matter to them) 
· Value Based: value to customer 
· Improvement value method  estimate how much more/less consumers are willing to pay for good relative to comparable good 
· Use surveys 
· Cost of ownership method  consumers pay more for good bc over its lifetime it will cost less to own than cheaper alt. 
· Con require lots of consumer research 

New Product Pricing Strategies 
· Market Penetration Pricing: set initial price low for introduction with objective of building sales, market share and profits quickly 
· Consumers are price elastic 
· Encourages customers to buy immediately (opposite of skimming)
· Profits flow through volume 
· Experience curve effect: sales grow = costs drop = further reduction in price 
· Price Skimming: consumers (innovators and early adopters) willing to pay high price to have product first 
· After high price market is saturated and sales slow, firm lowers price to capture/skim next most price sensitive market 
· Profits generated through margin 

Psychological Factors Affecting Pricing Strategies 
· Reference Pricing 
· Price consumers anticipate paying for a g/s 
· External reference price  labeled as regular price
· Internal reference price  consumers judge a price by accessing price info from memory 
· Everyday Low Pricing (EDLP) Vs High/Low Pricing 
· Based on consumer perceptions, prices, quality, time 
· DELP: Continuity of retail prices at regular and deep-discount price 
· Reduces customer search costs = value (time) 
· High/Low Pricing: sales promo  prices temporarily dropped to encourage purchases 
· Odd Prices  
· Prices end with like 99     ex: 3.99 
· May suggest good deal or low quality 
· Price-quantity relationship 
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· Short term 
· Focus on select components of the 5C’s 
· Response to competitive threats (lowering price for a bit to meet competitor’s low price) or method of calculating final price for customer 
· B2B Pricing Tactics and Discounts 
· Seasonal Discount  
· Spur buyers into purchasing early 
· Cash Discount  
· Reduced invoice cost if buyer pays it prior to end of discount period 
· Sellers want outstanding invoices paid ASAP, so they offer discounts to encourage it  
· Seller benefits both ways
· 3/10, n/30 
· Allowances 
· Lowers final cost in return for certain behavior 
· Advertising allowance  offered to retailers if they agree to feature their product in promos and ads
· Listing allowance  offered to get new products in store or to gain better shelf space  
· Quality Discounts  
· Give reduced price according to amount bought 
· Ex: offer to retailer bc it helps them plan their production schedule, may stimulate retailer to buy more, costs less on per unit basis to sell more in one order than less 
· Cumulative  amount purchased / time period, involves many transitions 
· Encourages re-sellers to current supplier bc cost to switch includes discount 
· Noncumulative  only amount purchased in a single order 
· Provides buyer incentive to purchase more immediately 
· Uniform Delivered vs Geographic Pricing 
· Addresses impact of shipping (major cost for manufacturers) 
· Uniform delivered: shipper charges one rate no matter where customer is
· Geographic Pricing: setting dif prices for dif delivery areas 
· Consumer Pricing Tactics 
· Price Lining 
· Marketers establish price floor and ceiling then set prices in between at price points to represent dif quality 
· Allows for easy comparison 
· Price Bundling 
· Selling more than one product for a single, lower price 
· Encourages sales of low moving items 
· Encourage customers to stock up on that product 
· Encourage trial of new brand 
· Incentive to purchase 
· Leader Pricing  
· Enticing consumers into store with popular, aggressively price item and hoping they’ll pick up other items while shopping
· Priced at, or above store’s cost 

Consumer Price Reductions 
· Final price customer pays has been adjusted from original price bc marketers enhanced value by…
· Markdowns  
· Reductions retailers take on initial selling price 
· Primary component of high/low price strategy 
· Enable retailers to get rid of slow moving or obsolete merch
· Used to generate store traffic 
· Quantity Discount 
· Size discount  more you buy, the cheaper the unit cost – but bigger packages don’t always mean lower unit prices 
· Seasonal Discounts
· Encourage consumers to use services or buy goods year round
· Coupons and Rebates 
· Coupons: retailer handles – provides discount to consumers on final selling price of specific item 
· Rebates: manufacturer issues – portion of purchase price is returned to buyer in cash 


Legal and Ethical Aspects of Pricing 
· Deceptive/Illegal 
· Loss leader pricing lowering price below store’s cost 
· Bait and switch  lure customers in with low price (bait), only to aggressively pressure them into purchasing a high priced item by critiquing lower 
· Predatory Pricing 
· Prices set low with intent to drive competitor out of business (monop)
· Illegal under Competition Act 
· Price Discrimination 
· Legal to give quantity discounts to meet competition in barrier situations 
· Selling same product to different resellers or to consumer at different prices 
· Price Fixing 
· Colluding with other firms to control prices 
· Horizontal PF: competitors that produce and sell competing products collude to control prices, takes price out of consumer decision process 
· Vertical PF: parties at dif levels of same marketing channel (manufactures, retailers) collude to control prices passed to consumers 

Chapter 12 Marketing Channels: Distribution Strategy

Importance of Distribution
· Marketing (distribution) channels: set of independent organizations that help make a g/s available 
· Intermediaries: offers producers efficiency in making goods available to target markets
· Offer firm more than it can achieve on its own 
· Customer Benefits from Intermediaries
· Time utility  when you want them
· Place utility  where you want them
· Form utility  in form you want them in
· Possession utility  having products you want

Distribution Channels, Supply Chain and Logistics Are Related
· Distribution channel: institutions
· Companies that transfer ownership of goods from producer to consumer at point of consumption
· Logistics Management
· Activities in distribution channels 
· Flow of raw materials & finished goods from point of origin to final consumption 
· Supply Chain Management
· Distribution and logistics 
· Integrate suppliers, manufacturers, warehouses, stores, transportation into value chain to create and deliver goods to final consumer

Marketing Channels Overcome Discrepancies & Separations
· Producers
· Produce and sell in large quantities with narrow assortment 
· Locate where economical to produce
· Don’t know who needs what, where, what price
· Value g/s by costs and competitive prices
· Consumers
· Prefer to buy and sell in small quantities
· Located in scattered areas
· Don’t know what is available, from whom, when, at what price
· Value g/s by economic utility and ability to pay
· Want g/s they don’t own

Functions Performed by Intermediaries
·      Transactional Function
o   Buying  buy goods for resale to other intermediaries or consumers
o   Risk Taking  inventory owned can be outdated
o   Promotion  promote products to attract consumers
o   Selling  transact with potential customers
·      Logistical Function
o   Physical Distribution  transport goods to point of purchase
o   Storing  maintain inventory and protect goods
·      Facilitating Function
o   Gather Info  share competitive intelligence about customers/ other channel members
o   Financing  extend credit and other financial services to customers

Distribution Channels Add Value  
·      Value created by Intermediaries:
o   Bring buyer and seller together, make sale of g/s efficient by reducing number of sales contacts in moving the product to final purchaser
o   Help match product assortment demand with supply (economic)
o   Help bridge major time, place, possession gaps that separate g/s from those who would use them

Designing Distribution Channels
·      Channel Structure
o   Direct distribution
§  Manufacturer – consumer (ex: Avon)
§  Cuts down expense of middlemen
§  Forced to direct distribute bc they’re unable to find shelf space
o   Indirect distribution
§  Manufacturer – retailer – consumer (ex: Ford, Coke)
§  Manufacturer – wholesaler – retailer – consumer (ex: Cadbury)
§  Chose indirect before direct
§  Ex: appliance manufacturers know consumers want to compare different makes, models from a variety of companies in retail environment
o   Multi Channel distribution
§  Which channel and intermediaries will provide best coverage of target market?
§  Which channel and intermediaries will best satisfy buying requirements of target market?
§  Which channel and intermediaries will be most profitable?

Influences on Distribution Channel Structure
·      Customer expectations
o   If customers expect to receive merch quickly, then supply chain may use a just in time delivery system with cross docking warehouses, or merch may be delivered directly to the stores without going through distribution centers

Distribution Intensity
·      # of channel members at each level of supply chain
o   Intensive Distribution  get product in as many outlets as possible	ex: mass merchandise products (Kraft, Coke etc.)
o   Exclusive Distribution  give limited # of dealers exclusive rights to distribute company’s products	ex: luxury goods
o   Selective Distribution  use a few intermediaries who are willing to carry companies products (use few selected customers in given territory)     ex: pharmaceuticals, Sears, The Bay  

Managing Distribution Channels: Vertical Marketing System/Integration 
·      Independent distribution channel: intermediaries satisfy own objectives at expense of others
·      Contractual Vertical Marketing System
o   Independent firms at dif levels of production and distribution join through contacts to obtain more economies or sales impact than they could have achieved alone
o   Franchising: most common form
§  Contract between franchisor and franchise so franchise can operate a retail outlet with name and support of franchisor
§  Ex: Tim Hortons, Subway, McDonalds
·      Administered Vertical Marketing System
o   Dominant channel member controls relationship
§  Leadership comes from size and power
o   No common ownership or contractual relationship
·      Corporate Vertical Marketing System
o   Parent company controls supply chain
o   Parent company owns manufacturing plants or warehouses or retails

Managing Distribution Channels: Horizontal Marketing System
·      Two + companies at one level join to follow new marketing opportunity
o   Combine financial, marketing, production resources
Channel Integration and Systems and Relationship Forms in Channels
·      Multichannel system: single firm uses more channels to reach more than 1+ segments
·      Corporate channel: high degree of vertical integration in sales & distribution
·      Conventional channel: members trade at arms length
·      Contractual channel: tightly coordinated by formal procedures and pledges of on-going exchange
·      Administered channel: interactions w no formal rules or chain of command
·      Horizontal systems: unrelated companies combine resources to exploit opportunities

Supply Chain Management
·      Enables flow of info and goods
·      Add value
·      Streamline distribution
o   Reduce number of transactions
o   Increase value for customers
o   More efficient and effective
§  More efficient with distribution center (not delivering directly to stores) bc distribution centers is place to accumulate merch from many vendors then allocate it to stores in quantities needed
·      Affects marketing
o   Fulfilling delivery promises
o   Meeting customer expectations
o   Reliant on an efficient supply chain

Logistics – Making Info Flow
·      Data warehouse  customer purchase data at point of sale stored there
·      Electronic data interchange, EDI: computer-to-computer exchange of business documents from retailer to vendor and back
o   Quality of communications  electronically negotiate prices and products
o   Cycle time  reduced, higher inventory turnover
o   Easily analyzed and used  
§  Advanced shipping notice: electronic doc from supplier to retailer to tell retailer what to expect what’s in an upcoming shipment
§  Intranet
§  Extranet

Logistics: Making merch flow
·      Inbound Transportation
o   Dispatcher: coordinates delivers to distribution centers
·      Receiving and Checking
o   Receiving: arrival receipt
o   Checking: undamaged
§  Ordered = received
o   Radio frequency distribution tags (RFID)
§  Container computer chips
§  Track merch through
·    Getting Merch Floor Ready
o  Firms require manufacturers ship floor-ready merch (shifts burden of ticketing and marketing to manufacturer)
·      Shipping merch to stores
o   Shipments to stores by technology (tracking item sales) which triggers replacement orders
o   Automatic ordering system benefits manufacturers, retailers, customers bc:
§  Manufacturers plan production schedules
§  Retailers get more accurate forecasts
§  Customers get what they want, when they want it  
·      Inventory management (JIT Systems)
o   Tracks goods through stores, warehouses, DCs
o   JIT gets goods delivered only when needed
o   Use smaller, more frequent shipments
o   Pros
§  Reduce stock-out situations = increased customer satisfaction
§  Reduced lead-time  time between recognizing order needs to be made and arrival of said order at store ready to sell
·      Eliminates paper transactions by mail and overnight deliveries
§  Increased product availability and lower inventory investment
o   Cons:
§  Expensive
§  Supply chain partners must commit to accurate data
§  If system isn’t working, out-of-stocks can occur

Managing Supply Chains Through Strategic Relationships
·      Long-term
·      Open communication
·      Common goals
·      Credible commitments à investing
·      Mutual trust à invest in mutual beneficial opportunities

Chapter 13  Retailing

Factors for Establishing Retailer Relationship
·      Choosing retail partners
o   Channel structure  degree of vertical integration (supply chain members act as unified system), power of manufacturer & retailer
o   Customer expectations manufacturers determine which retailers would be best for consumers
o   Channel Member Characteristics don’t use supply chain intermediaries so they can; gain control, be efficient and save $$$
o   Distribution intensity product only sold through certain retailers to control conflict between retailers & give manufacturer more control
·      Identify types of retailers 
o   Food and general merch retailers
§  General merch department stores, full-line discount (variety at low price), specialty, drugstores, category specialist, extreme value, off price
·      Creating retail strategy
o   Retail strategy segmentation and targeting, store differentiation and positioning – leads to value for customers and use of 4P’s
o   Product: provide right mix of g/s
§  Retailers provide assortments to customers
o   Price: defines value for g/s provided by retailer
§  Consumers change preference for price and quality
§  Casual lifestyles
§  Retailers must use low price and other tactics to create value
o   Promotion: variety of promos in retail environment and mass media
§  Affects customer perception of value, loyalty, purchase, amount they buy
o   Place: convenience is key
§  Location important criteria for choosing retailer, long-term investment
o   Wheel of Retailing
   	
·      Multichannel Strategies
o   Multichannel customers buy more than single channel customers
o   Store channel 
§   Benefits: browsing, touching, personal service, pay with cash, entertainment, instant gratification, reduce risk
o   Kiosk channel 
§  Benefits: broader selection, loyalty program info, wish lists and gift registries, access items online that are out of stock in stores
o   Catalogue channel 
§  Benefits: convenience, info, safety
o   Internet channel 
§  Benefits: broader selection, personalization, more info

Future of Retailing – what retailers have to consider
·      Non-store retailing
·      Retail convergence merging consumers, producers, prices, retailers – creates more competition for retailers and harder to differentiate offerings
·      Mega retailers involves rise of mass merchandisers & speciality superstores, formation of vertical marketing systems, rash of retail mergers and acquisitions
o   Superior info systems
o   Buying power
o   Large selection
·      Retail Technology better and faster ways to enhance connection with customers
·      Retail stores as communities






Chapter 14 Integrated Marketing Communications – IMC

Integrated Marketing Communications: promotion – use of many communication disciplines
·      Goal of IMC: ensure various marketing mix elements work together to deliver consistent message

3 Basic Objectives of Promotion
·      Inform
·      Persuade
·      Remind
Promotion and the Demand Curve
·      Promotion seeks to shift demand curve
·      Increase in price does NOT reduce amount sold
Communicating with Consumers: Communication Process
1.     Sender firm where IMC originates
a.     Must be clearly identified to intended audience
2.     Transmitter encodes message
a.     Ex: advertising agency
3.     Communication Channel à media
4.     Receiver consumer who decodes/interprets message
·      Noise à interference
o   From: competing messages, lack of clarity, flaw in medium
·      Feedback loop receiver communicates with sender and informs sender if message was received and decoded properly
·      Feedback sender’s interpretation of response (impact message had on receiver) and indicates whether message was decoded as intended

Communicating with Consumers: How Consumers Perceive Communication
·      Receivers decode message differently
·      Sender adjust message according to medium and receiver’s traits dif media communicates in dif ways     ex: Kellogg’s sends dif message to shareholders in an email and consumers on Saturday morning tv
·      Marketers don’t have control on decoding process

Six Integrated Marketing Communication Tools 
·      Advertising
o   Most visible
o   Creates awareness and generates interest
o   Designed to persuade receiver to take action
o   Paid form of communication through identifiable source
o   Advertisements must stand out to reach audience
·      Personal Selling
o   Products need help of salesperson
o   More expensive
o   Salespeople add value (makes expense worth it)
§  Customize communication for specific buyers and purchase situations
o   Influences buyer’s purchase decision
·      Sales Promotions
o   Special incentives and programs encouraging purchase of g/s
§  Coupons, rebates, contests, free samples, point of purchase displays
o   Used in many situations to stimulate demand with end users and other channel members
o   Used with other forms of IMC
o   For short-term and long-term objectives 
·      Direct Marketing
o   Speaks directly with consumer to generate response/transaction (targeted)
o   Motivates action
o   Measurable
o   Provides info for marketing database
o   Direct mail targeted printed communication sent to prospective customers
§  Easily personalizable
o   Catalogue hard copy or online (in 80% of Canadian homes)
o   Direct TV response TV commercials or infomercials
§  Call to action via 1800 #, mail or website
o   Kiosk facilitate service delivery (westjet ticket printing)
§  Sells g/s to consumers
·      Public Relations organizational function that manages firm’s communications to achieve positive image with media etc.
o   Free media attention
o   PR important bc high price of media & skeptics of marketing
o   Offline and online media
o   Cause-related marketing: business and charity partner up to market image, product, service for mutual benefit (promotional campaign)
o   Event sponsorship: corporations support cultural, sport or entertainment activities  **most common and visible**
o   Publications, annual reports, video/audio, media relations, electronic media
·      Online Media
o   Websites, blogs, social media

Steps in Planning IMC Campaign
1.     Identify target audience
a.     Center of advertising related decisions
b.     Tone of message, appeal, inform persuade remind, mass or niche media, tracking, generate awareness, trial
2.     Set objectives
a.     Advertising plan
b.     Short term (make q’s, increase awareness, prompt trial) or long term (increase sales, market share, loyality)
c.      Inform, persuade, remind
d.     Pull strategy: direct at consumer so they ask retailer for their product
                                              i. 	Gets consumers to pull product into supply chain
e.     Push strategy: directing at channel members (like wholesaler) to gain cooperation in ordering and stocking product 
                                              i. 	Ppl who push product to consumers
3.     Determine Budget
a.     Objective-and-task method finds costs of tasks to accomplish objectives  (process: set objective, chose media, find costs)
                                              i. 	Hard to identity tasks hardest method
b.     Competitive parity method match budgets of competitors
                                              i. 	Cant exploit dif opportunities
                                             ii. 	If everyone uses this method no one will gain market share
c.      Percentage of sales method fixed % of forecasted sales
                                              i. 	Assumes previous percentage
                                             ii. 	Doesn’t take into account new plans
d.     Affordable budget money available after accounting for operating costs and profits  (forecast sales – expenses + desired profit = budget)
e.     Role advertising plays in attempt to meet objectives
f.      Expenditures vary over product life cycle
g.     Nature of market and product influence size of budget
4.     Convey Message
a.     Message provides reasons for consumers to respond
b.     Unique selling proposition differentiate g/s by communicating unique features (usually becomes slogan or theme)
c.      Appeals depend on audience, media, g/s
d.     Rational appeal facts, info, logic, reasoning, key benefits
e.     Emotional appeal use emotion to create bond
5.     Evaluate and Select Media
a.     Media and choosing right medium
                                              i. 	Media planning process of evaluating and selecting media mix that delivers clear, consistent, completing message to target audience
                                             ii. 	Media mix combo of media and frequency of advertising
                                           iii. 	Media buy purchase of airtime or print pages
                                           iv. 	Mass media large, anonymous audience (Newspapers, TV, radio)
                                             v. 	Niche media smaller, targeted audience (Cable TV, direct mail, specialty magazines)
                                           vi. 	Firms must match media with objectives to media
b.     Determine advertising schedule
                                              i. 	Advertising schedule timing and duration of ad
                                             ii. 	Continuous schedule runs steadily throughout year (for frequently purchased goods like detergent)
                                           iii. 	Flighting schedule periods of heavy and light ads (fluctuations in demand like tennis racquets)
                                           iv. 	Pulsing schedule combo of continuous and flighting but increases intensity during certain periods (seasonal goods)
6.     Create Communications
a.     Ads attempt to maximize use of medium’s ability to deliver message
b.     Type of medium determines execution style
c.      Creativity plays major role in execution stage but shouldn’t overshadow message
                                              i. 	Does creativity facilitate delivering message?
                                             ii. 	Does creativity help with appeal of ad?
d.     Execution style match medium and objectives
7.     Assess Impact Using Marketing Metrics
a.     Pretesting assessment before ad implemented to ensure elements working in integrated fashion and doing what they’re intended to
b.     Tracking monitor key indicators (daily/weekly sale volume) while ad is running – sheds light on issues of ad with message or medium
c.      Post testing evaluation of IMC campaign impact after implementation
d.     Measuring impact tough bc of many influences other than advertising on consumer’s choices, purchase behavior, attitudes
                                              i. 	Competition, economic, socio-culture
e.     Indicators of effectiveness: sales volume, sales data

Results: Measuring IMC Success
·      Understand desired outcome at outset (sales? Awareness?)
·      Short term or long term
·      Should be explicitly defined and measured (frequency, reach, GRP, web tracking)
·      Frequency measures how often target audience exposed to marketing communications within a time period
·      Reach à % of target pop. exposed to specific marketing communication at least once
·      Gross Profit Ratings (GRP) used for various media advertising (print, radio, TV) FS
[bookmark: _GoBack]·      Click-through tracking how many times user clicks banner (web tracking) 
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