4P: Product=9-10 Pricing=11 Place=12 Promotion=14-17

Chapter 1: Marketing: Creating and capturing customer value

What is marketing?   
Managing profitable customer relationships
Marketing goal: attract new customers and grow current customers

The 5 step marketing process:
Understand the marketplace and customer needs and wants
Design a customer driven marketing strategy
Construct a marketing program that delivers superior value
Build profitable relationships and create customer delight
Capture value from customers to create profits and customer equity

Needs Wants and Demands
Needs: states of felt deprivation. Can be physical (clothing, food, shelter), social (belonging, affection), individual (knowledge and self-expression)
Wants: needs that are shaped by culture and individual personality. Shaped by society and marketing programs
Demands: wants that are backed by buying power

Marketing offering: product, service, information and experience
Marketing myopia: when sellers make the mistake of paying too much attention to the specific product and not enough to the benefits and experiences produced by these products
Customer value: comparison between what’s gotten and what’s given
Customer satisfaction: a comparison between what the customer expected to get and what they actual got (see class notes for satisfied, dissatisfied and delighted)
Marketing management: the art and science of choosing target markets and building profitable relationships with them
Market segmentation: dividing the market into segments of customers
Target marketing: choosing which segments to go after
Value proposition: set of benefits a company promises to deliver

5 concepts organizations use to carry out their marketing strategies:
Production concept: Focus on improving production and efficiency 
Product concept: Focuses on the product and making continuous product improvements
Selling concept: Typically aims to sell what company makes rather than making what the market wants
Marketing concept: knowing the needs and wants of target market and delivering desired value and satisfaction better than the competition
Societal marketing concept: Questions if marketing concept overlooks possible conflicts between customer short-run wants and long-term welfare

Customer lifetime value/Share of customer/Customer equity
Customer lifetime value: the entire stream of purchases a customer makes from one company over a lifetime of patronage
Share of customer: the share a company gets of customer’s purchasing in their product categories
Customer equity: the total combined lifetime values of all the company’s current and potential customers

Customer relationship according to their potential profitability 
True friends: long term customers and highest profitability
Butterflies: Short-term customers yet high profit potential
Barnacles: Long-term customers yet low profitability
Strangers: short term customers and very little profitability

Chapter 2: Company and marketing strategy
 
4 steps in strategic planning 
Strategic planning – is the managerial process of developing and maintaining a strategic fit between the organization and its changing marketing opportunities. It relies on:
1. Defining the company mission
The mission statement is the organization’s purpose, what it wants to accomplish in the larger environment
Market-oriented mission statement defines the business in terms of satisfying basic customer needs
2. Setting company objectives and goals
3. Designing the business portfolio
X=relative market share, Y=market growth rate
· Build (the stars): increase market share, works well for question marks
· Harvest (the question marks): increase short-term cash flow, good for weak cash cows and question marks and dogs
· Hold (the cash cows): preserve market share, defend vigorously
· Divest (the dogs, weak question marks): also called downsizing, sell or liquidate
· Existing*2/New products: Market penetration/Product development, Market development/Diversification
4. Planning marketing and other functional strategies
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Market analysis - SWOT analysis:
· Internal Positive: Strengths-internal capabilities that may help a company reach its objectives
· Internal Negative: Weaknesses-internal limitations that may interfere with a company’s ability to achieve its objectives
· External Positive: Opportunities-External factors that the company may be able to exploit to its advantage
· External Negative: Threats-Current and emerging external factors that may challenge the company’s performance

4Ps’ and how to manage them (9-17)
Marketing Mix – is the particular blend of controllable marketing variables that firms use to achieve objectives in the target market. 
· Product – qualities, features, options, styles, brand name, packaging, sizes, services, warranties, and returns
· Price – list price, discounts, allowances, payment period and credit terms
· Promotion – advertising, personal selling, sales promotion, and publicity
· Place – channels, coverage, locations, inventory and transport. 

Chapter 3: Analyzing the marketing environment

How to analyze your market?
Macro environment - the company and its marketing channel members, customers, competitors and publics all operate in a larger environment called the macro environment.  It includes these factors 
1. Demographic forces – main trends and developments in size and character of size, density, location, age, gender, race, occupation, marriage etc. 
2. Generation X includes people born between 1967 and 1976: 7 million (“MTV generation”)
· High parental divorce rates/First generation of latchkey children/Maintain a cautious economic outlook/Respond to socially responsible companies/Less materialistic, skeptical, highly mobile/Family comes first/Lag behind on retirement savings/Becoming one of the primary target segments
Generation Y, also called millennial  (or echo boomers) include those born between 1977 and 2000: 10.4 million
· Children of the baby boomers/Represent approximately 20 % of the population/Comfortable with technology, “plugged-in generation”/Includes: Tweens (ages 11–12), Teens (13–19), Young adults (20’s)/Technology is a way of life with them
3. Economic forces – main trends in income and disposable income, cost of living etc.
4. Natural forces – main trends in supply and cost of natural resources and energy, pollution and environment deterioration. 
5. Technological forces – main trends in development of technology, materials and products that will be impacting
6. Political forces – main trends in legislation, government enforcement and public interest groups
7. Cultural forces – major developments in values and lifestyles such as physical activity and outdoor exercise. 

Microenvironment – The company-suppliers-marketing intermediaries-competitors-publics-customers.
Types of marketing intermediaries: resellers, physical distribution firms, marketing services agencies, and financial intermediaries.
Publics: Any group that has an actual or potential interest in or impact on an organization’s ability to achieve its objectives, it includes: Financial publics/Media publics/Government publics/Citizen-action publics/Local publics/General public/Internal publics

Chapter 4: Social responsibility and ethics-sustainable marketing

Green marketing-balancing sustainability and profitability
Sustainable marketing:
· Meeting needs of consumers while preserving the ability of future generations to meet their needs

Marketing’s impact on individual consumers:
High Prices/Deceptive Practices/High-Pressure Selling/Shoddy, Harmful, or Unsafe Products/Planned Obsolescence/Poor Service to Disadvantaged Consumers

Marketing’s impact on society as a whole:
False wants and too much materialism/Too few social goods/Cultural pollution

Consumer Actions to Promote Sustainable Marketing:
· Consumerism is the organized movement of citizens and government agencies to improve the rights and power of buyers in relation to sellers.
· Environmentalism is an organized movement of concerned citizens, businesses, and government agencies to protect and improve people’s living environment.
For company, they should follow social concept, which is take both consumers’ short-run wants and social long-run welfare into consideration.

Chapter 5:Managing Marketing Information to Gain Customer Insights

Marketers gain information from:
Internal data:
1. Information collected from different sources within the company, and stored within the organization’s information system
8. Accounting system, Operations/production, Sales reporting system, Past research studies
1. Internal data are cheap, quick, and easy
1. May not be in a usable form for the decision to be made
Marketing intelligence:
1. Marketing intelligence is the systematic collection and analysis of publicly available information about competitors and trends in the marketing environment.
1. Proactive approach to keeping track of what is going on within the organization’s marketing environment
1. Many sources of competitive information exist:
13. Employees, customers, trade shows, websites, marketing communications, suppliers, resellers, professional information services, and “dumpster diving”
Marketing research:
1. Marketing research is the systematic design, collection, analysis, and reporting of data relevant to a specific marketing situation facing an organization.
Examples: 
Measure effectiveness of marketing actions through market tests, 
Measure sales potential using a field experiment, 
Try to understand consumer behavior by surveys and observation (what is bought, by whom, how much, where, when, why, how?)

Three types of marketing research: 
Exploratory Research:
14. Consists of initial observations or data about a phenomenon of interest
14. Typically involves review of already available information (secondary data)
14. Used when the marketer does not have an understanding of the topic, or topic is new.
Descriptive Research:
14. Attempts to describe the characteristics about a population or phenomenon of interest.
14. Answers questions such as who, what, where, when, how, how much. 
14. Frequencies, averages, and correlations etc. are typically used in descriptive research. 
14. Histograms, pie charts, summary statistics (means, percentages etc.) are typical outputs
14. Very popular type of research in social sciences. 
14. Example: A survey reporting the findings regarding the “Demographic and psychographic characteristics of our customers who own and use loyalty cards.”
Causal Research:
1. We test specific hypotheses about the effects of CHANGES of one or more causes on other variables.
1. Involves experimentation.
1. We manipulate one or more potential causes and observe how they affect one or more dependent variables
1. Examples: Laboratory tests (such as simulated shopping market test), field tests (such as standard or controlled market tests). 

Primary Data and Secondary Data:
Primary data consist of data gathered for a special purpose to address a specific research question. 
(For example, a consumer survey that is conducted by a company to identify purchase plans of consumers for the next quarter)
Secondary data consist of data that already exists somewhere, having been collected for a purpose other than the one at hand. 
(For example, data from various associations such as Canadian Kidney Foundation)

Challenges of international marketing research:
1. International markets vary greatly in terms of economic structure, culture, and political climate. They may require different methods of data collection.
1. May be difficult to find secondary data in international markets. The marketer may have to collect or find a research company to collect +the needed data. 
1. Reaching respondents (by phone, e-mail, at home, etc.)may not be easy. 
1. Major cultural differences may exist across countries making uniform collection of data and comparisons of results difficult. 
1. Questionnaires may need to be translated into many languages and the results need to be translated back.
1. Consumers in different countries may vary greatly in terms of their attitudes towards marketing research and researchers who may want to know about “consumers’ lives”.

Chapter 6: Consumer Markets and Consumer Buying Behavior

Consumer Behavior:
Consumer behaviour refers to the buying behaviour of final consumers—individuals and households who buy goods and services for personal consumption

Consumer Decision Process For High Involvement Products/Services
Need recognition—Information search—Evaluation of alternatives—Purchase decision—Post purchase behaviour

Four types of buying behaviour:
X: High Involvement VS Low Involvement
Y: Significant Differences between brands VS Few Differences between brands or Consumer cannot tell the differences
Complex decision-making: HDTV
· Customers highly involved in a purchase and perceive significant differences among brands (expensive, risky, purchased infrequently)
· Marketers need to help buyers learn about product-class attributes and their relative importance 
Variety seeking buying behaviour: Cookies 
· Low involvement but significant perceived brand differences
· Consumers often do a lot of brand switching
· Market leaders should encourage habitual buying by dominating shelf space and running frequent reminder ads
Dissonance-reducing buying behaviour: Carpeting, Furniture 
· Occurs when consumers are highly involved with an expensive, risky or infrequent purchase but see little difference among brands
· After purchase customers might feel post purchase dissonance
Habitual buying: Salt, Pencil, and Batteries 
· Low customer involvement and little significant brand difference
· Brand familiarity – select a brand because its familiar but do not have strong attitudes towards a brand (that would be brand conviction)
· Price and sales promotions often stimulate product trial

Which products do buyers adopt rather quickly?
1. Relative Advantage: The degree to which the innovation appears superior to existing products.
1. Compatibility: The degree to which the innovation fits the values and experiences of potential consumers. 
1. Complexity: The degree to which the innovation is difficult to understand or use. 
1. Divisibility: The degree to which the innovation may be tried on a limited basis.
1. Communicability: The degree to which the results of using the innovation can be observed or described to others. 

Factors Influencing consumer behaviour:
Cultural: Culture/Subculture/Social class
Social: Reference groups/Family/Roles and status
Personal: Age and life cycle stage/ Occupation/Economic situation/Lifestyle/Personality and self-concept
Psychological: Motivation/Perception/Learning/Beliefs and attitudes

Chapter 8: Customer-Driven Marketing Strategy Creating Value for Target Customers

Customer Driven Marketing Strategy (STDP):
· Market Segmentation – dividing a market into smaller groups with distinct needs, characteristics or behaviors that might require separate marketing strategies or mixes
· Market targeting – the process of evaluating each market segment’s attractiveness and selecting one or more segments to enter
· Differentiation – actually differentiating the market offering to create superior customer value
· Positioning – arranging for a market offering to occupy a clear, distinctive and desirable place relative to competing products in the minds of target consumers

Identify consumer segments:
Market Segmentation:
· Geographic segmentation – dividing a market into different geographical units such as nations, regions, provinces, countries, cities or neighborhoods
· Demographic – age, gender, family size, family life cycle, income, occupation, education, religion, ethnic origin, generation, nationality
· Psychographic segmentation social class, lifestyle (achievers, strivers, survivors) or personality characteristics (compulsive, outgoing)
· Behavioral segmentation – occasions (regular, special, holiday, seasonal), benefits (quality, service, economy, convenience, speed), user status (nonuser, ex-user, potential user, first-time user, regular user), user rates (light, medium, heavy), loyalty status, readiness stage, attitude toward product
· Multiple segmentation bases – marketers rarely limit their segmentation analysis to only one or few variables. They often use multiple segmentation bases in an effort to identify smaller, better-defined target groups. Example: geodemographic segmentation.
Segmenting international markets:
· Few companies have resources to operate in all or even most countries
· Operating in man companies presents challenges – different economic, cultural and political makeup’s 
· Variables:
· Geographic location
· Economic factors
· Political and legal factors
· Intermarket segmentation – divides consumers into groups with similar needs and buying behaviors even though they are located in different countries
Requirements for effective segmentation:
· Measurable: size, purchasing power and profiles can be measured
· Accessible: the market segments can be effectively reached and served
· Substantial: segments large or profitable enough to serve
· Differentiable: segments conceptually distinguishable and respond differently to different marketing mix elements and programs
· Actionable: effective programs designed to attract and serve the segments

Targeting:
1. Evaluating market segments:
· 3 factors: segment size and growth, structural attractiveness and company objectives and resources
· Segment less attractive if it already contains many strong and aggressive competitors
· Existence of many actual or potential substitute products may limit prices and profits
· Relative power of buyers 
2. Selecting Target Market Segments:
· Target market – segments that the company decides to serve
· Undifferentiated marketing (mass marketing): sell to everyone
· Differentiated marketing  (segmented marketing)
· Concentrated marketing (niche marketing) – firm goes after a large share of one or a few segments or niches
· Micromarketing – customizing products and programs for individuals 
Choosing a Targeting Strategy depends on: company resources, product’s life-cycle stage, market variability, and competitors’ marketing strategies

Differentiation and Positioning
· Product position – way the product is defined by consumers in relation to competing brands
· Positioning Maps – prepared by marketers to show consumer perceptions of their brands versus competing products on important buying dimensions
Choosing a Differentiation and Positioning Strategy:
Product differentiation: differentiated on features, performance, or style and design
Service differentiation: differentiated on speedy, convenient or careful delivery
Channel differentiation: differentiation through the way they design their channel’s coverage, expertise, and performance
People differentiation: hiring and training people better
Image differentiation: perceived difference based on a strong, distinctive image conveying the product’s distinctive benefits and positioning
Positioning statement (value proposition): 
· A statement that summarizes company or brand positioning
· For (target segment and need) (our brand) offers (point of difference)

Chapter 9: Products, Services and Brands – Building Customer Value

What is product/service?
Product: anything that can be offered to a market for attention, acquisition use or consumption that might satisfy a want or need
Service: any activity or benefit that one party can offer to another that is essentially intangible and does not result in the ownership of anything

Three levels of product:
29. Core product (core customer value) – most basic level that addresses the question “what is the buyer really buying?”
29. Actual product – second level where product planners turn the core benefit into a product (Features, deign, quality, brand, package)
29. Augmented product – final level where planners build an augmented product around the core benefit and actual product by offering additional consumer services and benefits (After sale service, warranty, installation, delivery and credit)

Product and Service Classifications:
· Consumer product – bought by final consumers for personal consumption
· Convenience product –buy frequently, immediately, with a minimum of comparison and buying effort
· Shopping product – customer usually compares on such bases as suitability, quality, price and style
· Specialty product – unique characteristics or brand identification for which a significant group is willing to make a special purchase effort
· Unsought products 
· Business product – a product bought by individuals and organizations for further processing or for use in conducting a business
· Organizations, persons, places and ideas
· Organization marketing – activities to create, maintain, or change the attitudes and behavior of target consumers toward an organization
· Person marketing – consists of activities undertaken to create, maintain or change attitudes or behavior toward particular people
· Place marketing- involves activities undertaken to create, maintain or change attitudes or behavior toward particular places
· Social marketing – the use of commercial marketing concepts and tools in programs designed to influence individuals’ behavior to improve their well being and that of society

Product Attributes:
29. Features: physical characteristics (weight, length, color, etc.), ingredients, materials used in producing the product, added services, components, performance, price, esthetic characteristics (design), “buttons”, etc.
29. Functions: How product works, the functions it performs for the consumer
29. Benefits: Benefits of using the product to the consumer. Benefits can be direct or indirect. Examples: convenience, user friendliness, saving time, healthiness, wholesomeness, fun, exciting, effectiveness, economy, luxury, etc.

Individual product and Service Decisions:
Branding: a name, sign, symbol, design or a combination of these that identifies the products or services of one seller and differentiates them from competitors 
Packaging: designing and producing the container or wrapper for the product
Labeling: The label identifies the product or brand (describes product attributes)
Product Support Services: Customer service is an element of product strategy

Product Line Decisions:
· Product line – a group of products that are closely related because they function in a similar manner, are sold to the same customer groups, are marketed through the same types of outlets, or fall within given price ranges
· Product Line stretching: adding products that are higher and / or lower priced than the existing line (stretching up  and / or down). 
· “Luxury” vs. economy” versions of the product. 
· “Economy” versions are sometimes called “flankers” or “fighting” brands. 
              Product Line filling: adding more items within the present range of the product line

Product Mix Decisions:
· Product mix (product portfolio) – the set of all product lines and items that a particular seller offers
· Has 4 important dimensions
· Width – number of different product lines the company carries
· Length –number of items a company carries within its product lines
· Depth – number of versions offered of each product in the line
· Consistency –refers to how closely related the various product lines are in end use, in production requirements, in distribution channels

Service Marketing:
· Service industries include government (courts, hospitals, police, postal service…), private not-for-profit organizations (museums, charities, churches…) business organizations (airlines, banks, insurance companies, hotels…)

Nature and Characteristics of a Service:
1. Service intangibility – they cannot be seen, tasted, felt, heard or smelled before they are bought
2. Service inseparability – they are produced and consumed at the same time and cannot be separated from their providers
3. Service variability – their quality may vary greatly, depending on who provides them and when, where, and how
4. Service Perishability – they cannot be stored for later sale or use

Brand Positioning:
· Lowest level – can position the brand on product attributes
· Better positioned by associating its name with a desirable benefit
· Strongest brands are positioned on strong beliefs and values
Brand Name Selection: descriptive, easy to pronounce/remember, distinctive

Brand Sponsorship:
· Manufacturer’s (national) brands: Example: BMW, Crest, Olay, Dove, etc. 
· Private (store) brands – a brand created and owned by a reseller of a product or service
· Licensing:
· Using names or symbols created by other companies, names of celebrities, characters from popular movies and books (Calvin Klein, Sesame Street, Disney, Batman, Lord of the Rings, etc.). 
              Co-branding: Using two or more established brand names on the same product 

Brand Development Strategies:
· Line extension: introducing additional items in a product category under the same brand name; introducing new flavors, forms, colors, added ingredients, package sizes
      Advantages: 
· Low-cost and low-risk way of introducing variety
· Meets consumer desire for variety
· Helps to use excess capacity
· Helps to command more shelf space from retailers.
      Disadvantages: 
· May cause consumer confusion. 
· May lead to “cannibalization”: Stealing market share from another of your products in the same product line: That is, “eating your own kind”  
· Brand extension: using a successful brand name to launch a new or modified product in a new category
· Gives a new product instant recognition and faster acceptance.
· Reduces new product introduction costs
· If the introduction fails, it harms the original brand name. 
· Use only if the consumers perceive the expertise of the original brand to be relevant to the extended product (Texaco milk?)
· Multiband: introducing additional brands within the same product category
· Offers a way to establish different features and appeal to different buying motives and segments
· Locks up reseller “shelf space” and limits competition
· Allows for protection of a major brand by setting up “flankers” or “fighter” brands. (Seiko markets lower priced Pulsar to protect its major brand Seiko) 
· New brands: creating a new brand name when entering a new product category (protecting the identity of the previously established brand)

Chapter 10: New-Product Development and Product Life-Cycle Strategic
New product development strategy:
1. New product development – the development of original products, product improvements, product modifications, and new brands through the firms own product-development efforts
2. Why do so many new products fail?
a. Though an idea may be good, companies tend to misjudge market size
b. Product may be poorly designed or incorrectly position, launched at the wrong time, priced too high or poorly advertised

New product processing:
New product development process:
· Idea generation - the systematic search for new product ideas
· Internal idea sources – the company can find new ideas through formal research and development
· Companies can also obtain good new-product ideas from external sources i.e. suppliers and distributors 
· Idea screening – screening new product ideas 
· Identify good ideas and drop poor ideas
· Conducted by a management team.
· Involves concepts similar to SWOT analysis. 
· Concept development and testing:
· Product concept – a detailed version of the new product idea stated in meaningful consumer terms
· Concept testing – testing new product concepts with a group of target consumers to find out if the concepts have strong consumer appeal
· Marketing strategy development – designing an initial marketing strategy for a new product based on the product concept
· Marketing strategy statement – consists of 3 parts
· 1. Describe the target market, the planned value proposition and the sales, market share and profit goals for the first years
· 2. Outline the products planned price, distribution, and marketing budget for the first year
· 3. Describes the planned long-run sales, profit goals and marketing mix strategy
· Business Analysis – a review of sales, costs, and profit projections for a new product to find out whether these factors satisfy the company’s objectives
· Product development – developing the product concept into a physical product to ensure that the product idea can be turned into feasible one
· Test marketing – the stage of new product development in which the product and marketing program and tested in realistic market setting
Standard test markets
· Choose a small number of representative test cities
· Conduct a full marketing campaign within these markets
· Measure results
Controlled test markets
· Using controlled panels of stores that agree to carry new products for a fee; use scanner data to measure results from selected shoppers
· Typically administered by a marketing research company.
Simulated test markets
· Simulating the shopping environment to measure consumer interest in a new product
· May involve virtual-reality store shopping
· Commercialization – introducing a new product into the market
· Customer-centered new-product development – development that focuses on finding new ways to solve customer problems 

Product life cycle:
· Product life cycle – the course of a product’s sales and profits over its lifetime. It involves 5 distinct stages:
· Product development – begins when the company finds and develops a new-product idea. During this stage sales are zero and the company’s investment costs mount. 
· Introduction [Establish Awareness and Trail] – Low sales, high cost per customer, Negative profits, Customers are innovators, few competitors. Strategic: offer a basic product, use cost-plus on price, build selective distribution, and build product awareness among early adopters and dealers, use heavy sales promotion to entice trail.
· Growth [Build, maximize market share]– Rapidly rising sales, average cost per customer, rising profits, customers are early adopters, growing number of competitors. Strategic: offer product extensions/service/warranty, price to penetrate market, build intensive distribution, build awareness and interest in the mass market, reduce to take advantage of heavy consumer demand.
· Maturity [Hold, maximize profit while defending market share]– Peak sales, low cost per customer, high profits, middle majority of customers, stable number beginning to decline in competitors.  Strategic: diversity brand and models, price to match or beat competitors, build more intensive distribution, stress brand differences and benefits, differentiate, increase to encourage brand switching.
· Decline [Divest, reduce expenditure and milk the brand]– declining sales, low cost per customer, decline profits, customers are laggards, declining number of competitors. Strategic: phase out weak items, cut price, go selective and phase out unprofitable outlets, reduce to level needed to retain hard-core loyal, reduce to minimal level.

Chapter 11: Pricing
What is a price?
· Price – the amount of money charged for a product or service, or the sum of the values that customers exchange for the benefits of having or using the product or service
· Product costs (price floor=no profits below this price)
· Consumer perception of value (price ceiling=no demand above this price)
· Total Perceived Benefits-Total Perceived Cost=Customer Value

Value Based Pricing:
· Value based pricing – setting price based on buyers’ perceptions of value rather than on the seller’s cost
· Good-value pricing – offering just the right combination of quality and good service at a fair price (more for more…X=price, Y=benefits)
· Value-added pricing – attaching value-added features and services to differentiate a company’s offers and charging higher prices

Factors affecting pricing decisions:
Internal factors: Marketing objectives, marketing mix strategy, costs (VC FC), and organizational considerations
External factors: Nature of the market and demand, competition, other environmental factors (economy, resellers, government), experience curve (Learning to reduce costs due to accumulated experience)
· Cost-plus pricing – adding a standard markup to the cost of the product
· Break-even pricing (target profit pricing) – setting price to break even on the costs of making and marketing a product, or setting price to make a target profit
· Target costing – pricing that starts with an ideal selling price, then targets costs that will ensure that the price is met

How to set price and the potential strategic (next 4 parts):
Product mix pricing strategies:
· Product line pricing – setting the price steps between various products in a product line based on cost differences between the products, customer evaluations of different features and competitors prices 
· Optional-product pricing – the pricing of optional or accessory products along with a main product
· Captive product pricing – setting a price for products that must be used along with a main product, such as blades for a razor and ink for a printer
· By-product pricing – setting a price for by-products to make the main product’s price more competitive
· Product bundle pricing – combining several products and offering the bundle at a reduced price

The market and demand:
· Pure competition – many buyers and sellers trading in a uniform commodity such as wheat. No seller has much effect on the going market price. A seller cannot charge more than the going price
· Monopolistic competition – many sellers who trade over a range of prices rather than a single market price. A range of prices occurs because the sellers can differentiate their offers to buyers
· Oligopolistic competition –a few sellers who are highly sensitive to each other’s pricing and marketing strategies. The product can be uniform or not. There are few sellers due to high entry barriers
· Pure monopoly – the market consists of one seller

New product pricing strategies: 
· Market-skimming pricing – setting a high price for a new product to skim maximum revenues layer by layer from the segments willing to pay the high price; the company makes fewer but more profitable sales
· Market-penetration pricing – setting a low price for a new product to attract a large number of buyers and a large market share

Price adjustment strategies:
· Discount – a straight reduction in price on purchases during a stated period of time ----cash/quantity/functional/seasonal
· Allowance – promotional money paid by manufacturers to retailers in return for an agreement to feature the manufacturer’s products in some way. Trade-in/promotional
· Segmented pricing – selling a product or service at two or more prices, where the difference in prices in not based on differences in costs
· Psychological pricing – a pricing approach that consider the psychology of prices and not simply the economics; the price is used to say something about the product (LV)
· Reference prices – prices that buyers carry in their minds and refer to when they look at a given product
· Promotional pricing – temporarily pricing products below the list prices and sometimes even below cost, to increase short run sales---special-event (boxing day)/loss leaders/cash rebates/extended warranties

Chapter 12: Marketing Channels& delivering Customer Value

Supply chains and the value delivery network:
· Value delivery network – the network made up of the company suppliers, distributors, and ultimately customers who “partner” with each other to improve the performance of the entire system in delivering customer value

Marketing Channels (direct& indirect): 
· Marketing channel (distribution channel) – a set of interdependent organizations that help make a product or service available for use or consumption by the consumer or business user
· Channel level – a layer of intermediaries that perform some work in bringing the product and its ownership closer to the final buyer 
· Direct marketing channel – a marketing channel with no intermediary levels
· Indirect marketing channel – a marketing channel containing one or more intermediary levels 
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Hybrid Channels:
Hybrid channel: more than one channel to reach the targeted segment
· Advantages: 
· Each channel may expand market coverage and increase sales. 
· Offers opportunities to meet the specific channel needs of various segments
· Disadvantages: 
· Hard to control
· May generate conflict as more channels compete for sales and customers.

Channel conflict:
· Channel conflict – disagreements among marketing channel members on goals and roles – who should do what and for what rewards

How can you manage your channel intermediaries?
Vertical marketing system (VMS) – producers, wholesalers, and retailers act as a unified system. One channel member owns the others, has contracts with them, or has so much power that they must all cooperate
· Corporate VMS – combines successive stages of production and distribution under single ownership- leadership is established through common ownership
· Contractual VMS – independent firms at different levels of production and distribution join together through contracts to obtain more economies or sales impact then they could achieve alone
· Administered VMS – coordinates successive stages of production and distribution through the size and power of one of the parties

Horizontal marketing system- a channel arrangement in which two or more companies at one level join together to follow a new marketing opportunity (eg. McDonald’s within Wal-Mart)
· Multichannel distribution system – a distribution system in which a single firm sets up two or more marketing channels to reach one or more customer segments
· Disintermediation - the cutting out of marketing channel intermediaries by product or service producers, or the displacement of traditional resellers by radical new types of intermediaries

Channel Design Decisions (Identifying Major Alternatives):
· Number of marketing intermediaries (Refer to classification of consumer products in Chapter 9).
A. Intensive (or extensive) distribution stocks the product in as many outlets as possible (Hundreds of outlets): 
· Used mainly for convenience products
· Provides maximum geographic coverage and convenience.
                    B.   Selective distribution is the use of more than one but fewer than all of the intermediaries who are willing to carry the company’s products (Tens of outlets)
· The manufacturer can develop good working relationships with channel members
· Gives good market coverage with more control and less cost than intensive distribution mentioned above.
C.  Exclusive distribution gives a limited number of dealers’ exclusive rights to distribute the company’s products in their territories (Only a few outlets) 
· Generates stronger dealer support and more control over dealer prices, promotion and services. 
· Enhances brand image. Allows for higher markups

Chapter 14: Integrated Marketing Communication Strategy

What are your major communication tools?
The promotion mix:
Promotion mix (marketing communications mix) – the specific blend of promotion tools that the company uses to persuasively communicate customer value and build customer relationships
· Advertising – any paid form of non personal presentation and promotion of ideas, goods, or services by an identified sponsor
· Sales promotion – short-term incentives to encourage the purchase of sale of a product or service
· Personal selling – personal presentation by the firm’s sales force for the purpose of making sales and building customer relationships
· Public relations – building good relations with the company’s various publics by obtaining favorable publicity. Building up a good corporate image, and handling unfavorable rumors, stories and events
· Direct marketing – direct connections with carefully targeted individual consumers to both obtain an immediate response and cultivate lasting customer relationships

Design a Message:
A. Message Content: 
Message content uses appeals or themes designed to produce desired results
· Rational appeals: relate to the audience’s self-interest (economy, safety, convenience, durability, portability, etc.)
· Emotional appeals: stir up negative or positive feelings using humor, fear, pride, joy, affection, sympathy, or even disgust
· Moral appeals: related to the audience’s sense of right versus wrong (based on humanistic, cultural and religious values)
B. Message Structure: 
· Should we draw a conclusion? Better off raising questions and letting consumers reach their conclusions after being exposed to the communication
· Should be present the strongest argument first? Presenting the strongest argument first gets attention but the ending will be anticlimactic.
· Should we present only the strengths of our product or both its strengths and shortcomings (also called one-sided versus two-sided argument): With educated and experienced buyers and those who may have opposing views use two-sided arguments. 
         C. Message Format: 
· Print advertising:  decide on headline, copy, illustrations, colors, etc. For radio
· Radio advertising: Choose words, sounds, voices, music.
· Personal presentation: Plan body posture, facial expression, dress, hairstyle. Et.  

Integrated marketing communications:
· Integrated marketing communications (IMC) – carefully integrating and coordinating the company’s communications channels to deliver a clear, consistent and compelling message about the organization and its products

Promotion mix strategies:
· Push strategy – promotion strategy that calls for using the sales force and trade promotion to push the product through channels. Producer promotes the product to channel members who in turn promote it to final customers
· Pull strategy – promotion strategy that calls for spending a lot on advertising and consumer promotion to induce final consumers to buy the product, creating a demand vacuum that  “pulls” the product through the channel
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How to effectively communicating your product?
Integrating the promotion mix:
· Start with customers
· Analyze trends- internal and external
· Audit the pockets of communications spending throughout the organization
· Team up in communications planning
· Create compatible themes, and quality across all communications media
· Create performance measures shared by all communications elements
· Appoint a director responsible for the company’s persuasive communications efforts

Chapter 15: Advertising and public relations

Advertising Decisions:
A. Set objectives:
· Inform (build awareness), remind or persuade?
B. Set advertising budget: A bigger budget is needed
· In the introduction stage of the PLC
· When the company wants to build market share
· When competitors advertise heavily
· When the brands are not easy to differentiate
· In the B2C markets than in B2B markets
C. Create the advertising message: 
1. Create a general “Message Strategy” that will be communicated to your consumers. Identify the key benefit(s) to be communicated and the positioning points to be made. 
                           Example: “E-trade makes investment decisions easy.” 
2. Bring the message strategy to life with a distinctive, interesting, and memorable creative concept  (called also “Big Idea” in advertising circles).
Example: Given the e-trade message strategy on the previous slide, an advertising agency came up with the “Talking Baby” creative concept
3. Choose your execution style: 
· Slice of life/Lifestyle/Mood or image/Personality symbol (Ronald McDonald)/Technical expertise in making the product/Scientific evidence/Testimonial or endorsement
         D.   Selecting Advertising Media: Television/internet/newspapers/direct mail/magazines/radio/outdoor

Public relations:
· Public relations - building good relations with the company’s various publics by obtaining favorable publicity, building up a good corporate image and handling or heading off unfavorable rumors, stories, and events

Buzz Marketing: Cultivating opinion leaders (innovators and early adopters) and getting them to spread word-of-mouth about a product or service in their social networks.

Chapter 16: Personal selling and sales promotion

Personal Selling:
· Personal selling – personal presentation by the firm’s sales force for the purpose of making sales and building customer relationships
· Sales person – an individual representing a company to customers by performing one or more of the following activities: prospecting, selling, communicating, servicing, information gathering or relationship building

Sales Promotion:
              Sales promotion – incentives to encourage purchase or sale of a product
· Consumer promotions – promotion tools used to boost short-term customer buying and involvement or to enhance long-term customer relationships
· Event marketing – creating a brand-marketing event or serving as a sole or participating sponsor of events created by others
· Trade promotions – promotion tools used to persuade resellers to carry a brand, give it shelf space, promote it in advertising, and push it to consumers
· Business promotions – sales promotion tools used to generate business leads stimulate purchases, reward customers, and motivate salespeople

Major Sales Promotion Tools:
Samples (free trial amount of a product), Coupons (certificates that give a buyer a saving), Cash refunds and rebates (price reduction that occurs at purchase), Price packs (saving off the regular price), Premiums (additional goods offered for free or at reduced price as an incentive), Advertising specialties (articles that are imprinted with brand name, logo), patronage rewards (loyalty points), Point-of-purchase displays, Produce demonstrations, Contests, Sweepstakes, Games, Event marketing

Chapter 17: Direct and online marketing

Direct marketing:
· Direct marketing – connecting directly with carefully targeted individual consumers to both obtain an immediate response and cultivate lasting customer relationships
· Customer database – an organized collection of comprehensive data about individual customers or prospects, including geographic demographic, psychographic, and behavioral data
· Direct-mail marketing – direct marketing by sending an offer, announcement, reminder or other item to a person at a particular physical or virtual address
· Catalogue marketing – direct marketing through print, video, or digital catalogues that are mailed to selected customers, or made available in stores
· Telephone marketing – using the telephone to sell directly to customers
· Direct response television marketing – including direct-response television advertising (infomercials) and home shopping channels
· Kiosk marketing: Placing information on machines in public areas such as stores, airports, subways, etc.

Digital marketing: mobile phone marketing: ring-tone giveaways, contests, sweepstakes, advertising

Online marketing:
· Online marketing – company efforts to market products and services and build customer relationships over the internet
· Internet – a public web of computer networks that connects users of all types all around the world to reach other and to a large information repository
· Online companies – the so-called dot-coms, which operate only online 
· Hybrid or click-and-mortar companies – traditional companies that have added online marketing to their operations
· Business-to-consumer (B2C) online marketing – businesses selling goods and services online to final customers
· Business-to-business (B2B) online marketing – businesses using B2B websites, email, online catalogues, online trading networks, and other online resources to reach new business customers, serve current customers more effectively, and obtain buying efficiencies and better prices
· Consumer-to-consumer (C2C) online marketing – online exchanges of goods and information between final consumers (Kijiji, eBay)
· Consumer-to-business (C2B) online marketing – online exchanges in which consumers search out sellers, learn about their offers, and initiate purchases, sometimes even driving transaction terms
· Corporate (or brand) website – a website designed to build customer goodwill, collect customer feedback, and supplement other sales channels, rather than to sell the company’s products directly
· Marketing website – a website that engages consumers in interactions that will move them closer to a direct purchase or other marketing outcome 
· Online advertising – advertising that appears while consumers are surfing the web; display ads, search-related ads, online classifieds, and other forms
· Viral marketing – internet version of word-of-mouth marketing – websites, videos, email messages or other marketing events that are so infectious that customers will want to pass them along to friends
· Online social networks – online social communities – blogs, social networking websites, or even virtual worlds- where people socialize or exchange information and opinions
· Spam – unsolicited, unwanted commercial email messages

Chapter 19: The global marketplace

Global marketing restrictions:
· Restrictions on trade between nations include:
· Tariffs: taxes on certain imported products designed to protect domestic products. 
· Quotas: Limits on the amount of foreign imports that will be accepted to a country in certain product categories.
· Exchange Controls: Limits on the amounts of foreign exchange handled by a foreign firm or limits on the exchange rates against some currencies.
· Non-tariff trade barriers: product standards that aim to restrict imports, excessive host-country regulations that are biased against imports.
· Removing restrictions on international trade: Regional Free Trade Zones
· European Union (EU)
 North American Free Trade Agreement (NAFTA)

Global marketing environment:
Industrial structure of the economy: 
a. Subsistence economies: vast majority of people engage in agriculture. Most manufactured products are imported. 
b. Raw material exporting countries (Examples: Chile, Congo, Saudi Arabia): Good markets for heavy equipment, tools, supplies, and trucks.
c. Emerging Economies (Examples; BRIC countries (Brazil, Russia, India, China): Require more imports of textile materials, steel, heavy machinery. A new rich class and a growing middle class with increasing education are created. 
d. Industrial Economies: Countries (such as the U.S., Sweden, Japan, Germany, etc.) that are exporters of manufactured goods, services, and investment funds. They export manufactured goods and import raw materials and semi-finished goods

Deciding how to enter a foreign market:
      EXPORTING: 
A. Indirect exporting involves working through independent international marketing intermediaries.
· Less involvement, less risk
B. Direct exporting is when the firm handles its own exports.
· Greater involvement, greater risk, greater potential return
· Can be done through:
· Set up a domestic export department
· Set up an overseas sales branch
· Send home-based sales people abroad
· Export through foreign-based distributors or agents
Joint venturing is when a firm joins with foreign companies to produce or market products or services (Risky in terms of technological knowhow)
Direct investment is the development of foreign-based assembly or manufacturing facilities (most risky option but provides the most control over operations).
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