CHAPTER 4: SOCIAL RESPONSIBILITY AND ETHICS: SUSTAINABLE MARKETING

· SUSTAINABLE MARKETING: socially and environmentally responsible marketing that meets the present needs of consumers and businesses while also preserving/enhancing the ability of future generations to meet their needs

· Sustainable marketing considers both the societal marketing concept (future welfare of consumers) AND the strategic planning concept (future company needs)

· Mcdonald’s is well positioned for sustainably profitable future

· Critics claim the marketing system causes prices to be higher than they could be because of high costs of distribution (too many unnecessary intermediaries), high advertising/promotion costs (consumers want value not just talk), and excessive markups

· Critics accuse marketing harms consumers also through deceptive practices- pricing, promotion, packaging

· New form of deceptive marketing is “environmental responsibility”- green, all natural, etc

· Marketers argue that most companies avoid deceptive practices because profitable customer relationships are built on value and trust

· Critics also accuse marketing of harming consumers through high-pressure selling

· But most selling involves building long-term relationships with valued customers

· Critics also say marketing harms through shoddy, harmful, unsafe products

· Consumer Product Safety Act protects Canadians

· Complaints of fast food being harmful, but they claim they are just giving consumers what they want

· Mcdonald’s and Kellogg’s are part of Concerned Children’s Advertisers (CCA)

· Marketers know that good quality results in customer value and satisfaction, creating sustainable customer relationships

· Critics also have charged that some companies practice planned obsolescence- causing products to become obsolete before they actually should need replacement

· Other companies are charged with perceived obsolescence- continually changing consumer concepts of acceptable styles to encourage more and earlier buying

· This occurs in electronics

· Marketers respond that consumers like style changes and want high-tech innovations

· Much of so-called planned obsolescence is just work of competitive/technological forces that lead to ever-improving goods/services

· Marketing system has been accused of poorly serving disadvantaged customers

· ¼ First Nation children struggle to have their basic needs met

· Critics accuse major chain retailers of redlining disadvantaged neighbourhoods

· Better marketing systems must be built to service disadvantaged customers

· Many marketers target such customers with legit goods/services that create real value

· Marketing system in advanced economies has been accused of creating false wants and too much materialism

· Consumer overspending attributed to ‘aspiration gap’

· Marketing is seen as creating false wants that benefit industry more than consumers

· Marketers respond that such criticisms overstate the power of businesses to create needs- we have strong defences against marketing tools, our wants/values are influenced by our social environment, consumption patters/attitudes are also affected by economy

· Businesses have been accused of overselling private goods at the expense of public goods- selling cars requires more highways, police, parking, etc

· Overselling of private goods has social costs- traffic, gas shortage, pollution

· Private and public good balance must be restored- by making producers bear full social costs of their operations or by making consumers pay the social costs

· Critics charge the marketing system with creating cultural pollution

· Constantly being assaulted by marketing/advertising continually pollute people’s minds with messages of materialism, sex, power, status

· Marketers answer by saying they hope their ads primarily reach target audience, ads make tv and radio free to users and keep down costs of magazines and newspapers

· Critics also charge that a company’s marketing practices can harm other companies and reduce competition

· 3 problems involved: acquisition of competitors, marketing practices that create barriers to entry, and unfair competitive marketing practices

· 2 major movements have risen to keep businesses in line: consumerism and environmentalism

· CONSUMERISM: organized movement of citizens/government agencies to improve the rights and power of buyers in relation to sellers

· They want the right to
· Be informed about product
· Be protected against questionable products/marketing
· Influence products/marketing that will improve quality of life
· Consume now in a sustainable way

· ENVIRONMENTALISM: organized movement of concerned citizens, businesses, and government agencies to protect and improve people’s current and future living environment

· Marketing system’s goal should be to maximize life quality, not consumer choice/consumption/satisfaction

· From protest to prevention and from regulation to responsibility

· ENVIRONMENTAL SUSTAINABILITY: management approach that involves developing strategies that both sustain the environment and produce profits for the company

· Companies can practice pollution prevention, product stewardship, design for environment (DFE), cradle-to-cradle, new clean technology, sustainability vision

· Most companies invest in pollution prevention

· Environmental issues are having great impact on international trade

· Canada passed the Canadian Environmental Protection Act in 1999, side accord to the NAFTA

· A company’s marketing should be guided by 5 sustainable marketing principles
1. CONSUMER-ORIENTED MARKETING: a company should view and organize its marketing activities from the consumer’s point of view
2. CUSTOMER-VALUE MARKETING: a company should put most of its resources into marketing investments that built customer value
3. INNOVATIVE MARKETING: a company should continuously seek real product and marketing improvements
4. SENSE-OF-MISSION MARKETING: a company should define its mission in broad social terms rather than in narrow product terms

· SOCIETAL MARKETING: principle of sustainable marketing that holds that a company should make marketing decisions by considering consumer wants, company requirements, consumer long-run interests, and society long-run interests

· DEFICIENT PRODUCTS: neither immediate appeal nor long-run benefits- cough medicine

· PLEASING PRODUCTS: high immediate satisfaction but may hurt consumers in the long-run – cigarettes

· SALUTARY PRODUCTS: low immediate appeal but may benefit consumers in long-run- helmets

· DESIRABLE PRODUCTS: give both high immediate satisfaction and high long-run benefits- cultures bowls

· Companies should try to turn their products into desirable

· Good ethics are a cornerstone of sustainable marketing

· Companies must develop corporate marketing ethics policies- broad guidelines that everyone in company must follow

· Policies should cover distributor relations, advertising standards, customer service, pricing, product development, general ethical standards

· Different philosophies on what should guide companies on ethical issues
· Free market and legal system should decide such issues
· Responsibility in hands of companies and managers

· Ethical standards vary worldwide

· A company should make a commitment to a common set of shared standards worldwide

· Sustainable companies are those that create value for customers through socially, environmentally, and ethically responsible actions- for today AND tomorrow

[bookmark: _GoBack]


CHAPTER 11: PRICING

· Value-seeking customers have put pricing pressure on many companies

· Companies should sell value, not price

· PRICE: amount of money charged for a product or service; the sum of all values that customers exchange for the benefits of having or using product/service

· Price remains one of the most important elements that determines a firm’s market share & profitability

· Price is the only element in marketing mix that produces revenue, all others represent costs

· CUSTOMER VALUE-BASED PRICING: setting price based on buyers’ perceptions of value rather than on the seller’s cost

· Begins with analyzing consumer needs and value perceptions and price is set to match perceived value

· GOOD-VALUE PRICING: offering right combo of quality and good service at a fair price

· Everyday low pricing (EDLP) involves charging a constant, everyday low price with few or no temporary price discounts- Costco

· High-low Pricing involves charging higher prices on an everyday basis but running frequent promotions on selected items

· VALUE-ADDED PRICING: attaching value-added features and services to differentiate a company’s offers and charging higher prices

· COST-BASED PRICING: setting prices based on the costs for producing, distributing, and selling the product plus a fair rate of return for effort and risk

· EXPERIENCE (LEARNING) CURVE: the drop in the average per-unit production cost that comes with accumulated production experience

· Experience-curve pricing carries major risks: cheap image, competitors finding new technologies

· COST-PLUS (MARKUP) PRICING: adding a standard markup to the cost of the product

· Markup price = unit cost / (1- desired return on sales)

· Markup pricing allows no need to constantly make adjustments, price competition is minimized if most use it, fairer to buyers and sellers

· BREAK-EVEN (TARGET RETURN) PRICING: setting price to break even on the costs of making and marketing a product or setting price to make a target return

· Break-even volume = fixed costs / (price – variable cost)

· COMPETITION-BASED PRICING: setting prices based on competitors’ strategies, costs, prices, and market offerings

· No matter what price you charge- high, low, in between- be sure to give customers superior value for that price

· Pricing strategy is largely determined by decisions on market positioning

· TARGET COSTING: pricing that starts with an ideal selling price and then targets costs that will ensure that the price is met

· Top managers usually set/approve prices

· Industries where pricing is a key factor (airlines, oil, steel, etc) companies have pricing departments

· Before setting prices, marketer must understand relationship between price and demand for the company’s product

· Pure Competition: many buyers and many sellers, marketing plays no role, little time on marketing strategy, single market price

· Monopolistic Competition: many buyers and sellers who trade over a range of prices rather than single market price, many competitors so each firm is less affected by competitors pricing strategies

· Oligopolistic Competition: few sellers who are highly sensitive to each other’s pricing and marketing strategies

· Pure Monopoly: one seller, pricing handled differently in each case

· Each price company might charge will lead to a different level of demand

· PRICE ELASTICITY: measure of the sensitivity of demand to changes in price- change in QD / change in price- >1 inelastic, <1 elastic

· Elastic products- easy to find substitutes

· Companies need to understand price sensitivity of their customers and the trade-offs people are willing to make between price and product characteristics

· Economic conditions have strong impact on firm’s pricing strategies

· New economic realities drove companies to cut prices and offer deep discounts, but this can have long term consequences (cheap rep, difficult to raise price and keep customers)

· Rather than cutting prices, companies are shifting their marketing focus to more affordable items in their product mixes

· Other companies are holding prices but redefining the “value” in their value propositions

· Company should set prices that give resellers a fair profit, encourage their support, and help them sell product effectively

· Government is important external influence on pricing decisions

· Social concerns may need to be taken into account

· Company sets a pricing structure that changes over time as products move through life cycles

· MARKET-SKIMMING PRICING: setting a high price for a new product to skim max revenues layer by layer from the segments willing to pay the high price; the company makes fewer but more profitable sales

· Product’s quality and image must support high price, enough buyers must want it, cost of production cannot be too high to make less, competitors should not be able to enter the market easily and undercut the high price

· Apple is good example of price skimming

· MARKET PENETRATION PRICING: settling a low price for a new product to attract a large number of buyers and a large market share

· Market must be very price sensitive, production costs must decrease as sales volume increases, low price must keep out competition

· PRODUCT LINE PRICING: setting 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: 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 games for a video game console

· Finding right balance between the main product and captive product prices can be tricky

· BY-PRODUCT PRICING: setting a price for by-products to make the main product’s price more competitive

· Zoo sells its manure (by-product)

· PRODUCT BUNDLE PRICING: combining several products and offering the bundle at a reduced price- Mcdonalds trio

· DISCOUNT: reduction in price on purchases during a stated period of time or larger quantities

· ALLOWANCES: promotional money paid by manufacturers to retailers in return for an agreement to feature the manufacturer’s products in some way- trade-in cars

· SEGMENTED PRICING: selling a product or service at 2+ prices, where difference in prices is not based on differences in costs

· Customer segmented- senior rates

· Product-form pricing- economy and first class seat

· Location based pricing- bell centre seats

· Time-based pricing- seasonal discounts

· For segmented pricing to be effective, the market must be segmentable, segments must show different degrees of demand, segmented prices should reflect real differences in customers’ perceived value

· PSYCHOLOGICAL PRICING: pricing that considers the psychology of prices, not simply the economics; price says something about the product

· REFERENCE PRICES: prices that buyers carry in their minds and refer to when they look at a given product- placing kelloggs next to no name

· PROMOTIONAL PRICING: temporarily pricing products below the list price, and sometimes even below cost, to increase short-run sales

· Discounts, special event pricing, cash rebates, etc

· Should not use promo pricing too frequently or customers will wait for it

· Companies must be careful to balance short-term sales incentives against long-term brand building

· GEOGRAPHICAL PRICING: setting prices for customers located in different parts of the world

· FOB-ORIGIN PRICING: geographical pricing strategy in which goods are placed free on board a carrier; customer pays freight from the factory to destination- fairest but can be expeez

· UNIFORM-DELIVERED PRICING: company charges the same price plus freight to all customers, regardless of location

· ZONE PRICING: company sets up 2+ zones. All customers within a zone pay the same total price; the more distant the zone, the higher the price

· DYNAMIC PRICING: adjusting pricing continually to meet the characteristics and needs of individual customers and situations

· Internet creates offers just for you- they know about you

· It adjusts prices according to market forces and often works to the benefit of the customer

· Price that a company should charge in a specific country depends on economic conditions, competitive situations, laws, development of wholesaling/retailing system

· Costs play important role in setting international prices

· Price cuts: excess capacity, falling demand, to try dominate market share

· Price increases: inflation, overdemand, can greatly increase profits, must be fair

· Company should consider ways to meet higher costs/demand without raising prices whenever possible

· A brands price and image are closely linked

· A firm considering price change must worry about the reactions of its competitors

· As a company, if a competitor changes their price, you can hold on to your own or take action- reduce to match, raise perceived value, improve quality and increase price, launch a low-price ‘fighter brand’

· Pricing legislation put into place to 1-foster a competitive environment and 2- protect consumers

· Sellers must set prices without talking to competitors

· Predatory pricing, conspiracy, bid-rigging, price discrimination

· Functional discounts illegal in Canada

· Laws prohibit retail price maintenance

· Deceptive pricing, price confusion




CHAPTER 12: MARKETING CHANNELS: DELIVERING CUSTOMER VALUE

· Producing a product/service requires building relationships not only with customers but also with key suppliers & resellers in the company’s supply chain

· Upstream partners from the company is set of firms that supply raw materials, components, parts, info, finances, expertise needed to create product/service

· Downstream marketing channel partners include wholesalers & retailers- they form a vital connection between the firm & its customers

· Sense-and-respond view of the market- planning starts by identifying needs of target customers, company responds by organizing chain of resources/activities with goal of creating customer value

· Most large companies today build/manage a complex, continuously evolving value delivery network

· VALUE DELIVERY NETWORK: composed of company, suppliers, distributors, and customers who ‘partner’ with each other to improve the performance of the entire system in delivering customer value

· MARKETING (DISTRIBUTION) CHANNEL: set of interdependent organizations that help make a product/service available for use or consumption by the consumer/business user

· Company’s channel decisions directly affect every other marketing decision (pricing, promotion, products, place)

· Companies often pay too little attention to their distribution channels- sometimes with damaging results

· Distribution channel decisions often involve long-term commitments to other firms

· Intermediaries offer firm more than it can achieve on its own through their contacts, experience, specialization, and scale of operation

· Intermediaries reduce amount of work that must be done by consumers and producers

· Members of the marketing channel perform many key functions
Help to complete transactions…
· Information: gather/distribute marketing research/intelligence info about actors/forces in marketing enviro needed for planning/aiding exchange
· Promotion: developing/spreading persuasive communications about an offer
· Contact: finding/communicating with prospective buyers
· Matching: shaping/fitting the offer to the buyer’s needs, including activities such as manufacturing, grading, assembling, packaging
· Negotiation: reaching agreement on price and other terms of the offer so that ownership/possession can be transferred
Help fulfill completed transactions..
· Physical Distribution: transporting/storing goods
· Financing: acquiring & using funds to cover the costs of the channel work
· Risk Taking: assuming risks of carrying out channel work

· These tasks should be assigned to the channel members who can add the most value for the costs

· CHANNEL LEVEL: layer of intermediaries that performs some work in bringing the product & its ownership closer to the final buyer

· Number of intermediary levels indicates the length of a channel

· DIRECT MARKETING CHANNEL: marketing channel that has no intermediary levels –Mary Kay cosmetics door to door

· INDIRECT MARKETING CHANNEL: a marketing channel containing 1+ intermediary levels

· More levels = less control & greater channel complexity

· All institutions in channel are connected by several types of flows- physical flow of products, flow of ownership, payment flow, information flow, promotion flow

· CHANNEL CONFLICT: disagreement among marketing channel members on goals, roles, and rewards- who should do what and for what rewards

· Horizontal Conflict: among firms at the same channel level

· Vertical Conflict: between different levels of the same channel- more common

· Channel will perform better if it includes a firm, agency, or mechanism that provides leadership & has power to assign roles & manage conflict

· Conventional distribution channels lacked such leadership/power resulting in conflict and poor performance

· CONVENTIONAL DISTRIBUTION CHANNEL: consisting of one or more independent producers, wholesalers, and retailers, each a separate business seeking to maximize its own profits, even at the expense of profits for the system as a whole

· VERTICAL MARKETING SYSTEM (VMS): distribution channel structure where 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 all cooperate

· Emergence of Vertical marketing systems provide channel leadership

· CORPORATE VMS: combines successive stages of production & distribution under single ownership; channel leadership is established through common ownership

· CONRACTUAL VMS: independent firms at different levels of production & distribution join together through contracts

· FRANCHISE ORGANIZATION: contractual vertical marketing system in which a channel member (franchisor) links several stages in the production-distribution process

· Manufacturer-Sponsored Retailer Franchise System- Ford & independent dealers

· Manufacturer-Sponsored Wholesaler Franchise System- Coca Cola wholesalers that buy the syrup and sell finished product to retailers

· Service-Firm-Sponsored Retailer Franchise System- Burger Kind and its thousands of franchisee-operated restos worldwide

· ADMINISTERED VMS: coordinates successive stages of production & distribution through the size and power of one of the parties

· HORIZONTAL MARKETING SYSTEM: channel arrangement in which 2+ companies at one level join together to follow a new marketing opportunity

· Mcdonalds and wal mart

· MULTICHANNEL DISTRIBUTION SYSTEMS: a single firm sets up 2 or more marketing channels to reach one or more customer segments

· Example: producer to consumer segment 1 thru phone, internet, catalogues- reaches consumer segment 2 through retailers- sells directly to business segment 1 through distributors/dealers- to business segment 3 through own sales force

· Multichannel distribution systems allows company to expand sales & market coverage, gains opportunities to tailor to specific needs of diverse customer segments

· BUT multichannel systems are harder to control, generate conflict as more channels compete for customers/sales

· DISINTERMEDIATION: cutting out of marketing channel intermediaries by product or service producers or the displacement of traditional resellers by radical new types of intermediaries

· Example: online marketers take business away from traditional brick-and-mortar retailers

· Must keep innovating to stay on top, but be careful not to get into direct competition with already established channels

· MARKETING CHANNEL DESIGN: designing effective marketing channels by analyzing consumer needs, setting channel objectives, identifying major channel alternatives, and evaluating those alternatives

· Company must balance consumer needs not only against feasibility and costs of meeting these needs but also against customer price preferences 

· Discount retailing shows that consumers will often accept lower service levels in exchange for lower prices

· Companies should state their marketing channel objectives in terms of targeted levels of customer service

· Company’s channel objectives are influenced by the nature of the company, its products, its marketing intermediaries, its competitors, and the environment

· After company defined channel objectives, it must identify its major channel alternatives in terms of types of intermediaries, number of intermediaries, and responsibilities of each channel member

· More channels = more customers = less control = conflict

· INTENSIVE DISTRIBUTION: stocking the product in as many outlets as possible- convenience products

· EXCLUSIVE DISTRIBUTION: giving a limited number of dealers the exclusive right to distribute the company’s products in their territories- luxury brands

· Exclusive distribution allows stronger support and control, enhances brand image, allows for higher mark-ups

· SELECTIVE DISTRIBUTION: use of more than one but fewer than all of the intermediaries who are willing to carry the company’s products

· Selective distribution can help develop good working relationships with selected channel members, good market coverage with more control and less cost that does intensive

· Producer & intermediaries need to agree on price policies, conditions of sale, territory rights, and the specific services to be performed by each party

· Producer should establish a list price & fair set of discounts for intermediaries, define each channel member’s territory, and careful where it places new resellers

· Channel alternatives should be evaluated considering economic criteria (sales, costs, profitability), control issues, and adaptability criteria

· Channel systems vary widely from country to country

· Global marketers must adapt their channel strategies to the existing structures within a country- Japan’s system very complex, while China systems are inadequate

· Customs and government regulation can restrict how a company distributes

· MARKETING CHANNEL MANAGEMENT: selecting, managing, and motivating individual channel members and evaluating their performance over time

· When selecting channel members, company should determine what characteristics distinguish the better ones- evaluate years in business, other lines carried, growth/profit record, cooperativeness, and reputation

· Once selected, channel members must be continuously managed and motivated to do their work

· Not only sell through intermediaries, but to and with them

· Companies practice strong partner relationship management (PRM) to forge long-term partnerships with channel members- creating a value delivery system that meets the needs of both the company and its marketing partners

· Company must regularly check channel member performance (quotas, inventory levels, delivery time, treatment of damaged/lost goods, cooperation in promotion/training programs, and services to customer)

· Canada’s Competition Act regulates many channel practices

· Supply chain design, structure, and sophistication are influenced by
1. Globalization
2. Increasing logistics complexity
3. Rising risk
4. Increasing labour costs in developing world
5. Sustainability
6. Growing volatility

· MARKETING LOGISTICS/PHYSICAL DISTRIBUTION: planning, implementing, and controlling the physical flow of goods, services, and related information from points of origin to points of consumption to meet customer requirement at a profit

· SUPPLY CHAIN MANAGEMENT: managing upstream and downstream value-added flows of materials, final goods, and related information among suppliers, the company, resellers, and final consumers

· Logistics manager’s task is to coordinate the activities of suppliers, purchasing agents, marketers, channel members, and customers

· Improved logistics can: be a competitive advantage and yield tremendous cost savings to company and customers

· Explosion in product variety has created a need for improved logistics management

· Improvements in information technology allows companies to quickly and efficiently manage the flow of goods, information, and finances through the supply chain

· Developing a green supply chain is not only environmentally responsible but also can be profitable

· Goal of marketing logistics should be to provide a targeted level of customer service at the least cost- maximize profits, not sales

· Major logistics functions include warehousing, inventory management, transportation, and logistics information management

· Storage warehouses store goods for moderate-long periods

· DISTRIBUTION CENTRE: large, highly automated warehouse designed to receive goods from various plants & suppliers, take orders, fill them efficiently, and deliver goods to customers as quickly as possible

· In managing inventory, firms must balance the costs of carrying larger inventories against resulting sales and profits

· Just-in-Time logistics systems- always carry just enough, new stuff arrives just in time- hard to stay on top but results in substantial savings

· Smart tag technology can make entire supply chain intelligent and automated

· Trucking is big, highly flexible in routes and time, faster service than railroads, technologically evolved

· Railroads are most cost-effective for bulk products

· Ports and water carriers slowest mode, affected by weather, low costs

· Pipelines for gases

· Air Carriers good for isolated places, expensive but fast, reduces inventory levels, packaging costs, and number of warehouses needed

· Internet carries digital products, low distribution costs

· INTERMODAL TRANSPORTATION: combining two or more modes of transportation

· In choosing transportation mode, shippers must balance many considerations: speed, dependability, availability, cost, the security of cargo, damage prevention, etc

· Companies need simple, accessible, fast, and accurate processes for capturing, processing, and sharing channel information

· Can be shared through electronic data interchange (EDI), vendor-managed inventory (VMI) systems, or continuous inventory replenishment systems

· INTEGRATED LOGISTICS MANAGEMENT: emphasizes teamwork- both inside the company and among all of the marketing channel organizations- to maximize the performance of the entire distribution system

· Company must coordinate its logistics and marketing activities to create high market satisfaction

· Companies must work with other channel partners to improve whole-channel distribution

· Can create cross-functional, cross-company teams

· Can partner through shared projects

· Goal is that all supply chain members work together to bring value to final customers

· THIRD-PARTY LOGISTICS (3PL) PROVIDER: an independent logistics provider that performs any or all of the functions required to get a client’s product to market

· 3PL do it more efficiently, frees a company to focus on their core business, they understand increasingly complex logistics environments

· 3PL helpful to companies looking to expand global market coverage



CHAPTER 14: COMMUNICATING CUSTOMER VALUE: INTEGRATED MARKETING COMMUNICATIONS STRATEGY

· Communication is important in building profitable customer relationships

· PROMOTION MIX: specific blend of promotion tools that the company uses to persuasively communicate customer value and build customer relationships. 5 major promotion tools are:
1. Advertising: paid form of nonpersonal presentation & promotion of ideas, goods, services by an identified sponsor (broadcast)
2. Sales Promotion: short-term incentives to encourage the purchase/sale of a product/service (coupons)
3. Personal Selling: personal presentation by the firm’s sales force for the purpose of making sales and building customer relationships (trade shows)
4. Public Relations: building good relations with the company’s various publics by obtaining favourable publicity, building a good corporate image, and handling/heading off unfavourable rumours, stories, and events (press release)
5. Direct Marketing: direct connections with carefully targeted individual customers to both obtain an immediate response and cultivate lasting customer relationships (telephone marketing)

· Entire marketing mix must be coordinated for greatest impact

· Major factors are changing in today’s marketing communications

· Consumers are better informed and more communications empowered with technology

· Marketing strategies are changing- shifting away from mass marketing and into building closer customer relationships

· Advances in communication technology caused changes in how companies and customers communicate with each other

· Companies are doing less broadcasting and more narrowcasting

· Tv ads will grow much less per year than internet ads

· Companies sometimes fail to integrate their various communication channels

· INTEGRATED MARKETING COMMUNICATION (IMC): carefully integrating & coordinating the company’s many communications channels to deliver a clear, consistent, & compelling message about the organization and its products

· Company’s image must be unified

· Too often, marketing communications focus on immediate response- too short-sighted

· Today marketers are moving toward viewing communications as managing the customer relationship over time

· Communication process should start with an audit of all potential touch points target customers may have with the company & its brands

· Communication involved 9 elements:
1. Sender: mcdonalds
2. Encoding: putting thought into symbolic form
3. Message: set of symbols that the sender transmits
4. Media: the communication channels used
5. Decoding: when receiver assigns meaning to the symbols encoded by the sender
6. Receiver: the party receiving the message
7. Response: reactions of receivers after being exposed to the message
8. Feedback: part of the receiver’s response communicated back to the sender 
9. Noise: unplanned static or distortion during the communication process- results in receiver getting a different message

· For a message to be effective, the sender’s encoding process must mesh with the receiver’s decoding process

· Its best when words/symbols in a message are familiar to audience

· Marketing communicators must understand the customers’ field of experience

· Steps in Developing Effective Marketing Communication:
 Identifying Target Audience: will heavily affect decisions on what will be said, how, when, where, and who will say it

 Determining the Communication Objectives: marketing communicator needs to know where the target audience now stands and what stage it needs to be moved. Tide marketers used a combination of promotion mix tools to create positive feelings & conviction and then offered promotional prices for final step. Product itself must provide value. Good deeds followed by good words.

 Designing a Message: should get attention, hold interest, arouse desire, and obtain action (AIDA). CONTENT-Marketer must appeal to audience that will produce desired response. Appeals: rational (benefits), emotional, moral. STRUCTURE- Advertiser is better off leaving the conclusion off to the audience. Other issue is whether to present the strongest arguments first or last. Last issue is whether to present a one-sided argument or not. FORMAT-  marketers must consider colour and other seemingly unimportant details carefully

 Choosing Media: PERSONAL COMMUNITCATION CHANNELS- channels thru which 2+ people communicate directly with each other, including face to face, on the phone, etc. WORD-OF-MOUTH INFLUENCE- personal communications about a product between target buyers and neighbours, friends, family members and associates. Personal influence carries great weight for products that are expensive, risky, and highly visible. BUZZ MARKETING- cultivating opinion leaders and getting them to spread information about a product or service to others in their communities. NONPERSONAL COMMUNICATION- media that carry messages without personal contact/feedback, including major media, atmospheres, and events. Effects buyers directly.

 Selecting the Message Source: messages delivered by highly credible sources are more persuasive. Picking the wrong spokesperson can be embarrassing.

 Collecting Feedback: communicator must research its effect on the target audience. Feedback may suggest changes in promotion program or in product offer itself

· BUYER-READINESS STAGE: stages consumers usually pass through on their way to making a purchase, including awareness, knowledge, liking, preference, conviction, and the actual purchase. 

· With a given industry, low and high spenders can be found in setting the total promotion budget

· 4 common methods used to set the total budget for advertising:
1. AFFORDABLE METHOD: good for small businesses but this method completely ignores the effects of promotion on sales
2. PERECENTAGE-OF-SALES METHOD: simple to use but it wrongly views sales as the cause of promotion rather than the result
3. COMPETITIVE-PARITY METHOD: setting budget to match competitors. No valid support for this method
4. OBJECTIVE-AND-TASK METHOD: defining promotion objective, determining tasks to achieve, estimating costs of performing these tasks. Best but most difficult

· ADVERTISING: 	 can reach masses at low cost
 large-scale ads say a lot about company’s success
 very expressive
 used to build long-term image of a product
 can trigger quick sales
 impersonal
 not persuasive
 costly

· PERSONAL SELLING:	 most effective at certain stage of buying process
 buyer feels need to listen/respond
 requires long-term commitment
 most expensive promotion tool

· SALES PROMOTION:	 attract consumer attention
 strong incentive to purchase
 can be used to dramatize product offers
 can boost sagging sales
 invite/reward quick response
 short-lived effects
 not as effective in building brand preference & customer relationships

· PUBLIC RELATIONS:	 very believable
 can reach prospects who avoid salesppl & ads
 can dramatize a company/product
 tends to be underused
 can be very effective & economical

· DIRECT MARKETING:	 less pubic
 normally directed to specific person
 immediate & customized
 interactive
 well suited to highly targeted marketing efforts & building one-to-one customer relationships

· Marketers can choose between 2 basic promotion mix strategies: push promotion or pull promotion

· PUSH STRATEGY: using the sales force & trade promotion to push the product through channels. The producer promotes the product to channel members who in turn promote it to final customers
 typically personal selling & trade promotion

· PULL STRATEGY: spending a lot on consumer advertising & promotion to induce final customers to buy the product, creating a demand vacuum that “pulls” the product through the channel
 primarily advertising & consumer promotion

· Most larger companies use combination of both strategies

· Many consumer goods companies have been decreasing the brand-building pull portions of their mixes in favour of more push- driving short-run sales at the expense of long-term brand equity

· The effects of different promotion tools also vary with stages of the product life cycle	 intro: ads & PR
early trial: sales promo
 carry out: personal selling
 growth: ads & PR
 mature: sales promo
 decline: ads & sales promo

· Once promotion budget & mix is set, the company must now take steps to see that each promotion mix element is smoothly integrated

· Various promotion elements should work together to carry the firm’s unique brand message & selling points

· In shaping promotion mix, a company must be aware of the large body of legal & ethical issues surrounding marketing communications

· ADS & SALES PROMO:
 companies must avoid false ads by law – no false claims
 must not bait-and-switch
 telecommunications act
 ads can promote socially responsible programs/actions

· PERSONAL SELLING:
 fair competition
 statements must match ad claims
 no bribes


CHAPTER 15: ADVERTISING & PUBLIC RELATIONS

· ADVERTISING: any paid form of nonpersonal presentation & promotion of ideas, goods, services by an identified sponsor

· Goes back through history

· Canadian advertisers now spend around $14 billion 

· Marketing management must make 4 important decisions when developing an advertising program:

1. SETTING ADVERTISING OBJECTIVES:  ad obj- specific communication task to be accomplished with a specific target audience during a specific period of time. 
Can be classified by purpose to inform, persuade, or remind. 
 INFORMATIVE advertising done when introducing a new-product category. 
 PERSUASIVE ad becomes more important as competition increases. (compare/attack)
REMINDER ad is important for mature products
 advertising goal is to move consumers through buying process & strengthening customer relationships

2. SETTING THE ADVERTISING BUDGET: 
 depends on its stage in the product life cycle (new:$$$$ old:$$)
  low market share:$$$$ high share:$$
 consumer goods spend too much, businesses spend too little
 so many factors affect ad effectiveness

3. DEVELOPING ADVERTISING STRATEGY: 
 consists of creating advertising messages & selecting advertising media
 such ad clutter on tv created hostile attitude towards ads
 consumers are choosing not to watch ads
 to break thru clutter- ad & entertainment (Madison & Vine)
 advertainment: so entertaining, ppl want to watch
 branded entertainment: making a brand an inseparable part of some form of entertainment
 the goal is for brand messages to become a part of the entertainment rather than interrupting it
 advertisers must plan a message strategy (general message) and then a compelling CREATIVE CONCEPT- the ‘big idea’ that will bring message to life
 advertising appeals should be meaningful, believable, distinctive
 the message can be presented in various EXECUTION STYLES: slice of life (regular person), lifestyle (particular lifestyle), fantasy, mood/image, musical, personality symbol, technical expertise, scientific evidence, testimonial evidence/endorsement
  advertiser must choose right tone, attention-getting words, compelling format (illustration, headline, copy)
 consumer-generated ads can work if done well (boost customer involvement)
 steps in advertising media selection: 1) determine reach, frequency, impact; 2)choose among media types; 3) select specific media vehicles; 4) choosing media timing
 reach: measure of % of target market who are exposed to ad in given time
 frequency: measure of how many times the average person in target market is exposed to the message
 media impact: qualitative value of message exposure through given medium
 each media medium plays specific role (must all be integrated)
 advertisers can narrowcast
 alternative media is less costly and highly targeted way to reach consumers
 in selecting media vehicles, media planners must balance media costs against several media effectiveness factors (audience quality, audience engagement, editorial quality)
 media timing: seasonal? Continuity- scheduling ads evenly; pulsing- scheduling ads unevenly

4. EVALUATING ADVERTISING EFFECTIVENESS & RETURN ON AD INVESTMENT: 
 advertisers should evaluate 2 types of ad results: communication effects & sales & profit effects
 sales and profit much harder to measure bc sales are affected by many factors other than advertising
 one way to measure sales and profits in compare past sales & ads or through experiments
 but managers must rely on large doses of judgment w/ quantitative analysis when assessing ad performance

5. OTHER ADVERTISING CONSIDERATIONS
organizing for advertising: most larger companies use outside ad agencies because they offer several advantages
 global advertising should be adapted to unique country markets
standardization has many benefits: low cost, great global ad coordination, more consistent worldwide image
 drawbacks: ignores culture differences
 global advertisers face problems: costs vary from country 2 country, countries differ in how they regulate ad practices, different laws and restrictions, etc
 ad programs should be adapted to meet local cultures/customs, media characteristics, and regulations

· PUBLIC RELATIONS: building good relations with the company’s various public by obtaining favourable publicity, building good corporate image, and handling/heading off unfavourable rumours, stories, and events

· PRESS RELATIONS/AGENCY: creating/placing newsworthy info in the news media to attract attention to a person, product, service

· PRODUCT PUBLICITY: publicizing specific products

· PUBLIC AFFAIRS: building & maintaining national/local community relationships

· LOBBYING: building & maintaining relationships w/ legislators & government officials to influence legislation/regulation

· INVESTORS/RELATIONS: maintaining relationships w/ shareholders & others in the financial community

· DEVELOPMENT: working w/ donors or members of non profit organizations to gain financial/volunteer support

· PR is used to promote products, ppl, places, ideas, activities, organizations, nations

· PR much cheaper than advertising

· If company develops interesting story/event, it could be picked up by different media and have same or better effect than advertising

· PR department is usually located at corporate headquarters or handled by third-party agency

· Advertising & PR should work together in an integrated marketing communications program to build brands & customer relationships

· PR uses news, speeches, special events, written materials, audio-visual materials, corporate identity materials, public service activities

· Web is important PR channel

· Company’s website is important PR vehicle (info, entertainment, crisis)

· As with other promo tools, PR management should – set PR objectives, choose PR messages/vehicles, implement PR plan, evaluate their results

· Firm’s PR should be blended smoothly with other promo activities within the company’s overall integrated marketing communications effort




CHAPTER 16: PERSONAL SELLING & SALES PROMOTION

· PERSONAL SELLING: personal presentations by the firm’s sales force for the purpose of making sales & building customer relationships

· One of oldest professions in the world

· Salespeople, sales reps, agents, district managers, account executives, sales consultants, sales engineers

· Most salespeople are well-educated & well-trained professionals who add value for customers & maintain long-term customer relationships

· Salespeople listen to customers, assess their needs, and organize the company’s efforts to solve customer problems

· The best are good at one-on-one contact (loyalty & interests first)

· SALESPERSON: individual representing a company to customers by performing 1+ of these: prospecting, communicating, selling, servicing, information gathering, and relationship building

· Personal selling more effective than advertising for complex selling situations

· Business products: sales people work directly with customers

· Consumer product companies: salespeople work behind the scenes, working with wholesalers & retailers to gain support & help them be effective in selling company’s products

· Salespeople serve the seller and the buyer

· Salespeople represent the company to customers- approach, present, answer, negotiate, close sales, market research

· Salespeople represent customers to company- champion of customer’s interests

· Strong relationship with salesperson = strong relationship with company

· Sales force must be strongly customer-solutions focused

· Sales and marketing must work together- goal is to create value for customers to capture value in return

· SALES FORCE MANAGEMENT: analyzing, planning, implementing, and controlling sales force activities

· 4 major sales force management decisions:

1. DESIGNING THE SALES FORCE STRATEGY & STRUCTURE
· Company with one product line to one industry with customers in many locations- TERRITORIAL SALES FORCE STRUCTURE
· Company with many products to many types of customers- PRODUCT SALES FORCE STRUCTURE or CUSTOMER SALES FORCE STRUCTURE (or combination)
· Territorial Sales Force Structure: a sales force organization that assigns each salesperson to an exclusive geographical territory in which that salesperson sells the company’s full line
· Increases desire to build relationships (effectiveness) and is cheap
· Territory sales representatives report to territory managers who report to regional managers who report to director of sales
· Product Sales Force Structure: salespeople specialize in selling only a portion of the company’s product’s or lines
· Can be good bc salespeople know a lot about their products
· But can be costly if one big customer buys different products
· Customer Sales Force Structure: salespeople specialize in selling only to certain customers/industries
· More and more companies are using customer (or market) sales structure
· Can help build closer customer relationships
· Key customers: large accounts
· Prime customers: smaller accounts that want best price
· When a company sells variety of products to many customers everywhere, it combines several types of sales force structures- product & territory; product & customer; customer & territory; etc
· Each company should select a sales force structure that best serves the needs of its customers & fits overall marketing strategy
· Sales force size depends on company (few to thousands)- workload approach groups accounts into classes according to size/status and then determines number of salespeople needed
· Outside (field) Sales Force: sales people who travel to call on customers in the field- provides face-to-face collab & relationship building
· Inside Sales Force: salespeople who conduct business from their offices via telephone, the Internet, or visits from prospective buyers- daily access & support
· Some inside salespeople provide support for outside sales force (technical sales support people, sales assistants)
· Telemarketers (inside) do more than support, they find customers cheap and FAST
· Vital tool for B-B marketers- CLIMAX company uses it well
· TEAM SELLING: using teams from sales, marketing, engineering, finance, tech support, even upper management to service large, complex accounts
· Team based selling mirror team based purchasing
· Drawbacks: competitions, overwhelming, confusion, difficulty in evaluating individual contributions to team

2. RECRUITING & SELECTING SALESPEOPLE
· Gallup Consulting poll suggests that best salespeople possess 4 key talents: intrinsic motivation, disciplined work style, ability to close a sale, ability to build relationships with customer (MOST IMP)
· Good listeners, empathetic, patient, caring, and responsive, add value for customers
· Company should analyze sales job & characteristics of most successful salespeople in its industry & then recruit the right salespeople
· Companies give tests that measure sales aptitude, analytical/organizational skills, personality traits, etc

3. TRAINING SALESPEOPLE
· Can be long, continuous training
· Sales training typically captures largest share of training budget
· Training must teach about customers needs, motives, habits
· Effective training teaches company’s objectives, organization, products, strategies of major competitors
· Training online can cut cost and time
· Can be fun and imaginative- BAYER REP RACE

4. COMPENSATING SALESPEOPLE
· 4 Elements: fixed amount, variable amount, expenses, fringe benefits
· Management must decide what mix of these elements makes most sense for each sales job
· 4 basic compensation plans: straight salary, straight commission, salary plus bonus, salary plus commission
· Avg salesperson- 67% salary and 33% incentive pay
· Compensation should direct salespeople toward activities that meet objectives
· If they want new customers & larger market share, then larger commission component
· Companies are designing compensation plans that reward customer relationships & long run value
· Not good to cut cost of sales compensation- burn salespeople, burn relationships
 
5. SUPERVISING & MOTIVATING SALESPEOPLE
· Supervision goal is to help salespeople work smart- doing right thing in right way
· Motivation goal is to encourage salespeople to work hard and energetically toward goals
· Supervision tools: annual call plan and time-and-duty analysis- salespeople also travel, wait, take breaks, chores
· Selling time accounts for only 10%, must increase
· GE created sales portal so search time cut drastically
· Sales Force Automation Systems: computerized, digitalized sales force operations that allow salespeople to work more effectively anytime, anywhere
· i.e they are given technologies to profile, analyze, forecast, schedule, prepare, manage
· Result is better time management, improved customer service, lower sales costs, higher sales performance
· Fastest-growing sales technology tool is internet
· Sales 2.0: merging of innovative sales practices with Web 2.0 technologies to improve sales force effectiveness & efficiency
· Customers now know almost as much about company’s product as salespeople- customers have more control over sales process
· Increase use of social networking media
· Drawbacks: not cheap, intimidating, some things you can’t present via the web
· Web is to supplement not to replace
· Salespeople need special encouragement to do their best
· Organizational Climate: describes feeling that salespeople have about their opportunities, value & rewards for good performance
· Sales Quotas: standard that states amount a salesperson should sell & how sales should be divided among the company’s products
· Positive incentives, sales meetings, sales contests, and special rewards also motivate salespeople


6. EVALUATING SALESPEOPLE & SALES FORCE PERFORMANCE
· Sales Reports: most important source, including weekly/monthly work plans & long-term territory marketing plans
· Call Reports: completed activities
· Expense Reports
· Personal observation, customer surveys, talks with other salespeople
· Company wants to measure its return on sales investment



· SELLING PROCESS: steps that salespeople follow when selling.
Prospecting & Qualifying  Preapproach  Approach  Presentation & Demonstration  Handling Objections  Closing  Follow-up

· PROSPECTING: salesperson/company identifies qualified potential customers

· Effective prospecting is fastest single way to boost sales

· Best source is referrals

· Cold Calling: dropping in unannounced in offices

· Prospects can be qualified by looking at their financial ability, volume of business, special needs, location, possibilities for growth

· PREAPPROACH: salesperson learns as much as possible about a prospective customer before making a sales call

· Salesperson should set call objectives

· Determine best approach, best time, and overall sales strategy for the account

· APPROACH: salesperson meets customer for first time

· Appearance, opening line, follow-up remark, key questions- listening to customer is crucial

· PRESENTATION: salesperson tells the value story to buyer, showing how the company’s offer solves the customer’s problems

· Customer-solution approach

· Salespeople must deliver in compelling & engaging ways

· Salespeople are employing advanced presentation technologies 

· HANDLING OBJECTIONS: salesperson seeks out, clarifies, overcomes any customer objections to buying

· CLOSING: salesperson asks customer for an order

· Salesperson can ask for order, review agreement points, offer to help write up order, ask which model, note buyer will lose out on opportunity, special reasons to closer like lower price or extra quantity

· FOLLOW-UP: salesperson follows up after the sale to ensure customer satisfaction & repeat business

· Steps in selling process are transaction oriented- aim is to help salespeople close a specific sale with a customer

· But company wants profitable RELATIONSHIP

· Selling process must be understood in context of building & maintaining profitable customer relationships

· Companies want salespeople to practice value selling- demonstrating and delivering superior customer value & capturing a return on that value that is fair for both the customer & company

· Challenge is to transform salespeople from customer advocated for price cuts into company advocates for value

· Value selling requires listening to customers, understand needs, coordinate company’s efforts to create lasting relationships based on customer value

· SALES PROMOTION: short-term incentives to encourage the purchase/sale of a product or service- buy NOW

· Targeted toward final buyers (consumer promotions)- to urge short term customer buying

 retailers/wholesalers (trade promotions)- to carry new items, buy ahead, promote
business customers (business promotions)-
and members of sales force (sales force promotions)- to get more sales force support for products or getting salespeople to sign new accounts

· Sales promo accounts for 77% of all marketing expenditures (consumer packaged-goods)

· Factors contributing to rapid growth of sales promo: pressure to increase sales, more competition, advertising efficiency declining, consumers are more deal-oriented

· Growing sales promo = promotion clutter

· Sales promo used with other promo mix tools

· Sales promo should help reinforce product’s position & build long-term customer relationships

· If done right, promo bring short term excitement AND long term relationships

· Loyalty programs are good for fighting off low-priced competitors and keeping loyal customers

· CONSUMER PROMOTIONS: sales promo tools used to boost short-term customer buying and involvement or enhance long-term customer relationships- samples, coupons, refunds, premiums, contests, etc

· Sample most effective but most expensive

· Consumers love coupons

· Price packs are very effective in stimulating short-term sales (more than coupons)

· Premiums in happy meals 

· Point of purchase POP promotions

· Contests, sweepstakes, and games create considerable brand attention & consumer involvement

· EVENT MARKETING/SPONSORSHIPS: creating a brand-marketing event or serving as a sole or participating sponsor of events created by others

· Less expensive than TV commercials

· Sports are in a league of their own for sponsors

· TRADE PROMOTIONS: persuade resellers to carry a brand, give it shelf space (scarce), promote it in advertising, and push it to consumers

· Manufacturers may offer discounts, allowance, free goods, push money, free specialty advertising items

· BUSINESS PROMOTIONS: generate business leads, stimulate purchases, reward customers, and motivate salespeople

· Conventions/trade shows have benefits: new sales leads, contact customers, intro new products, new customers, sell more to present customers, educate, etc

· Sales contests motivates salespeople to increase sales and performance over given period- work best when they are tied to measurable & achievable sales objective

· And other sales promo tools

· Developing the sales promo program: determine size of the incentive, conditions for participation, how to promote & distribute the promotion program, length of promotion, evaluation (compare sales before, during, after)

· To use sales promo well, marketer must define sales promo objectives, select best tools, design sales promo program, implement program, evaluate the results

· Sales promotion must be coordinated carefully with other promo mix elements within overall IMC program


CHAPTER 17: DIRECT & ONLINE MARKETING: BUILDING DIRECT CUSTOMER RELATIONSHIPS

· DIRECT MARKETING: connecting directly with carefully targeted segments or individual consumers, often one-to-one, interactive basis

· Direct marketers seek direct, immediate, measurable response

· For some companies direct marketing constitutes a model for doing business- DIRECT MODEL (Amazon, GEICO, eBay)

· Fastest growing, becoming more web-oriented

· 2016, internet will be #1 medium for consumers

· FOR BUYERS: convenient, easy, and private. Gives all times access to wealth of products and comparative info about companies, products, competitors, Immediate and reactive.

· FOR SELLERS: powerful tool for building customer relationships, low cost, efficient, speedy alternative for reaching their markets, lower cost end better efficiency for handling of channel and logistics functions, gives access to buyers that they could not reach thru other channels

· Effective direct marketing begins with good customer database

· CUSTOMER DATABASE: organized collection of comprehensive data about individual customers/prospects, including geographic, demographic, psychographic, and behavioural data

· Data creates special customer experience

· Tool for building stronger customer relationships

· Database marketing requires special investment: computer hardware, database software, analytical programs, communication links, and skilled personnel

· DIRECT-MAIL MARKETING: sending an offer, announcement, reminder, or other item to a person at a particular physical/virtual address

· Largest direct-marketing medium, high target market selectivity, personalized, flexible, allows easy measurement of results

· Reaches better prospects than tv even if costlier

· Traditional direct marketing provides smtg tangible to hold and keep

· Used in combination with other media (websites)

· May be resented as junk mail if not sent to right people

· CATALOGUE MARKETING: direct marketing through print, video, or digital catalogues that are mailed to select customers, made available in stores or presented online

· Online catalogues cut costs, permits a lot of space, allows real-time merchandising

· Paper catalogues create emotional connections, best way to drive online sales

· TELEPHONE MARKETING: using telephone to sell directly to customers

· B-to-B telephone marketing accounts for 55% of all telephone marketing sales

· Outbound phone marketing to sell directly to consumers/businesses

· Inbound toll-free numbers to receive orders from tv/print ads, direct mail, or catalogues

· Purchasing convenience and increased product and service info

· Although phone marketing annoys many consumers

· Canadian Radio-tv and Telecommunications Commission (CRTC) established the unsolicited telecommunications rules

· Charities, political parties, riding associations, and newspapers are exempted from these rules

· But needs work 

· Inbound and outbound B-B telemarketing remain strong and growing

· Marketers who violate do not call legislation are target for activist groups

· DIRECT-RESPONSE TELEVISION MARKETING (DRTV): direct marketing via TV, including infomercials and home shopping channels

· Have evolved into highly sophisticated, very successful marketing operations

· Kiosks are everywhere these days

· Mobile Phone Marketing: apps and ads, text ads

· Podcasts and Vodcasts: consumers can download audio or video files via internet to a handheld device and watch/listen whenever wherever

· Interactive TV (iTV) allows viewers to interact with tv programs and advertising using their remotes

· Marketers must target their direct-marketing offers carefully, bringing real value to customers rather than making unwanted intrusions into their lives

· ONLINE MARKETING: efforts to market products & services and build customer relationships over the internet

· CLICK-ONLY COMPANIES: the so-called dot-coms, which operate online only and have no brick-and-mortar market presence

· Caused brick and mortar companies to re-eavluate how they serve their markets

· CLCIK-AND-MORTAR COMPANIES: traditional companies that have added online marketing to their operations

· Click and mortar now having more online success than click only competitors

· 4 major online marketing domains: B-C, B-B, C-C, C-B

· BUSINESS TO CONSUMER: businesses selling goods and services online to final customers

· Canada lags behind other G20 countries in terms of online economy, we tend to research online but not actually make the purchase on the Web unlike our American peers

· We prefer to shop on US retailer sites and Canadian businesses have been reluctant to develop ecommerce strategies

· Online marketing requires new marketing approaches

· BUSINESS TO BUSINESS: businesses using online marketing to reach new business customers, serve current customers more effectively, and obtain buying efficiencies and better prices

· Offer product info, customer purchasing, and customer-support services online

· CONSUMER TO CONSUMER: online exchange of goods and info between final customers

· BLOGS: online journals where ppl post thoughts usually on a narroewly defined topic

· Marketers are tapping into blogosphere as a medium for reaching carefully targeted customers

· Can create blogs or advertise on existing blogs

· Blogs offer fresh, original, personal, cheap way to enter into consumer web convos

· However its cluttered and difficult to control

· Companies should show up, monitor, and listen to them

· C-C means online buyers don’t just consume product info, they create it

· Word of web = word of mouth

· CONSUMER TO BUSINESS: online exchanges in which consumers search out sellers, learn about their offers, and initiate purchases, sometimes even driving transaction term

· Buyers can bid, sellers choose

· Can use sites to ask questions, offer suggestions, complain, compliment

· Companies conduct online marketing in any of the 4 ways: creating a website, placing ads/promos online, setting up/participating in online social networks, or using email

· CORPORATE (BRAND) WEBSITE: designed to build customer goodwill, collect customer feedback, and supplement other sales channels rather than sell the company’s products directly

· MARKETING WEBSITE: engages consumers in interactions that will move them closer to a direct purchase or other marketing outcome

· Companies promote their websites in off-line print

· Key is to create value and excitement to get consumers who come to the site to stick around and come back again

· Website must be easy to use, professional looking, attractive, useful

· ONLINE ADVERTISING: includes 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

· Companies can create or participate in online social networks as a marketing tool

· Direct Marketing Association (DMA) found 79% of all direct marketing campaigns employ email

· Dark side is the explosion of spam

· Spam accounts for 90% of emails sent

· That’s why companies practice permission-based email marketing

· According to DMA, email marketing produces greatest return on investment of all direct-marketing media

· Online marketing will remain just one important approach in fully integrated marketing mix for most companies

· Dark side of direct marketing- has also faced growing invasion-of-privacy concerns, and online marketers must deal with Internet security issues

· Irritation of annoying mail

· Some direct marketers have been accused of taking advantage of impulsive or less sophisticated buyers

· Tv shopping channels mislead buyers

· Fraudulent schemes like investment scams or phony collections for charity have increased

· Internet fraud has become a serious problem- phishing (id theft)

· Online security- snoopers or viruses

· Access by vulnerable or unauthorized- kid having facebook

· Invasion of privacy is the toughest public policy confronting the direct marketing industry

· Marketers know too much about consumers and may use that to take advantage

· In response to all concerns, the Canadian government passed the Personal Information Protection and Electronic Documents Act (PIPEDA) in 2001 (2004 full force)
 Consumer Knowledge & Consent
 Limitations
 Accuracy
 Right to Access

· Canadian Marketing Association provides consumers with a wealth of info and smart shopping tips

CHAPTER 19: THE GLOBAL MARKETPLACE

· International trade has boomed in the last 3 decades

· Canada is well positioned to exploit opportunities in the global marketplace 

·  North America represents a highly attractive market for foreign world brands (Sony, Toyota, IKEA, Nokia, etc)

· As global trade grows, global competition is also intensifying

· Firms that stay at home may lose their chance to enter new markets and even their home markets

· Risks are also high to expand

· Corruption is an increasing problem

· GLOBAL FIRM: by operating in more than one country, the firm gains marketing, production, research and development, and financial advantages that are not available to purely domestic competitors

· Borderless corporation example: Otis Elevator

· Global niching example: Cervelo Cycles

· Major international marketing decisions…
 Looking at the global marketing environment
 Deciding whether to go global
Deciding which markets to enter
 Deciding how to enter the market
 Deciding on the global marketing program
 Deciding on the global marketing organization

· Canadian companies looking abroad must understand the international TRADE SYSTEM (tariffs, quotas, nontariff trade barriers, etc)

· Other forces can help trade between nations ex: General Agreement on Tariffs and Trade (GATT)

· GATT (URUGUAY ROUNDS) agreements reduced avg worldwide tariffs on manufactured goods, agriculture & other services and toughened international protection of copyrights, patents, trademarks, etc

· Uruguay Round created the World Trade Organization (WTO) to enforce GATT rules

· Certain countries have formed free trade zones or economic communities

· ECONOMIC COMMUNITIES: group of nations organized to work toward common goals in the regulation of international trade. Ex: European Union w/ 27 countries accounting for >20% of world’s exports

· Lower barriers inside Europe create thicker walls

·  North American Free Trade Agreement (NAFTA) established a free trade zone among US, Canada & Mexico (1994)

· Canadian govt is working to expand markets for Canadian firms
 2012: joined negotiations for Trans-Pacific Partnership
 2011: Canada-Columbia Free Trade agreement
 Working to finalize Canada-European trade agreement

· International marketer must study each country’s economy

· 2 economic factors reflect the country’s attractiveness as a market: its industrial structure & its income distribution

· A country’s INDUSTRIAL STRUCTURE shapes its product & service needs, income levels, and employment levels. 4 types include:

1. SUBSISTENCE ECONOMIES: majority of people engage in agriculture, they consume most of their output and barter the rest for simple goods & services & offer limited market opportunities

2. RAW MATERIAL EXPORTING ECONOMIES: rich in 1+ natural resources but in poor ways. Much of revenue comes from exporting these resources ex: Chile (tin & copper). These countries are good markets for large equipment, tools/supplies, and trucks. If there are many foreign residents & wealthy upper class, also a market for luxury goods

3. EMERGING ECONOMIES (INDUSTRIALIZATION): Fast growth in manufacturing results in rapid overall economic growth. Ex: BRIC countries. As manufacturing increases, it needs more imports of raw textile materials, steel, heavy machinery, and fewer imports of finished textiles, paper products, & automobiles. Industrialization usually creates a new rich class & small growing middle class thus demand of imported goods

4. INDUSTRIAL ECONOMIES: major exporters of manufactured goods, services & investment funds. They trade goods among themselves & also export them to other types of economies for raw materials/semi-finished goods. Varied manufacturing activities of these industrial nations & large middle class make them rich markets

· Income distribution as an economic factor: even poor/emerging economies may be attractive markets for all kinds of goods. Ex: Ford’s Figo in India

· A company should consider factors such as the given country’s attitudes toward international buying, government bureaucracy, political stability, and monetary regulations

· India bothers foreign businesses, whereas Asian countries shower foreign investors

· Changing exchange rates: risk

· Companies must understand how culture affects consumer reactions in each of its world markets & how their strategies affect local cultures

· Ex: North American executives like to get right down to business whereas Asian business people find this offensive

· LG understands and caters to the unique characteristics of each local market through in-country research, manufacturing, and marketing

· Understanding cultural traditions, preferences, and behaviour can help companies not only avoid embarrassing mistakes but also take advantage of cross-cultural opportunities

· The impact of marketing strategy on cultures- the rest of the world is becoming ever more like us

· Many protestors against globalization

· Globalization is a 2-way street

· Foreign Affairs and International Trade Canada and Export Development Canada (EDC) work hard to create international marketing opportunities for Canadian companies

· Ed Fast (minister of international trade) organized trade missions to all of the BRIC countries 

· Companies should try to define their international marketing objectives and policies before going abroad

· They should decide what volume of foreign sales they want, how many countries they want to market, types of countries, and the must EVALUATE

· Ex: P&G Crest sent researchers to China to see what they want & how much wiling to spend

· Possible global markets should be ranked on several factors: market size, market growth, cost of doing business, competitive advantage, risk level

· Company must choose best mode of entry: exporting, joint venturing, and direct investment

· EXPORTING: entering a foreign market by selling goods produced in the company’s home country, often with little modification. Simplest way to enter foreign market. Companies typically start with indirect exporting (international marketing intermediaries)

· JOINT VENTURING: entering foreign markets by joining with foreign companies to produce or market products/services. 4 types:
1. LICENSING: company enters in agreement with a licensee in the foreign market. Less control
2. CONTRACT MANUFACTURING: company contracts with manufacturers in a foreign market to produce its product or provide its service. Less control
3. MANAGEMENT CONTRACTING: domestic firm supplies the management know-how to a foreign company that supplies the capital; domestic firm exports management services rather than products. Low-risk
4. JOINT OWNERSHIP: company joins investors in a foreign market to create local business in which the company shares joint ownership and control. Partners may disagree

· DIRECT INVESTMENT: entering a foreign market by developing foreign-based assembly or manufacturing facilities. Firm develops deep relationship with govt, customers, local suppliers, etc allowing it to adapt its products to the local market better. But faces many risks (devalued currencies, falling markets, etc)

· STANDARDIZED GLOBAL MARKETING: international marketing strategy that basically uses the same marketing strategy/mix in all of the company’s international markets

· ADAPTED GLOBAL MARKETING: international marketing strategy that adjusts the marketing strategy/mix elements to each international target market, bearing more costs but hoping for a larger market share & return

· Global branding/standardization results in greater brand power & reduced costs from economies of scale

· McDonald’s serves local markets with a global brand

· STRAIGHT PRODUCT EXTENSION: marketing a product in a foreign market without any change

· PRODUCT ADAPTATION: adapting a product to meet local conditions/wants in foreign markets

· PRODUCT INVENTION: creating new products/services for foreign markets

· COMMUNICATION ADAPTATION: global communication strategy of fully adapting advertising messages to local markets

· Manufacturers face a price escalation problem- must add the cost of transportation, tariffs, importer margin, wholesaler margin, and retailer margin to its factory price

· Depending on these added costs, the product may have to sell for 2 or 5 times as much in another country to make same profit

· To overcome this when selling to less affluent customers, companies make simpler/smaller versions of their products that can be sold at lower prices

· If a company charges its subsidiary too little, it can be charged with DUMPING- when a company charges less that it costs/it charges in its home market

· Internet is forcing companies toward more standardized international pricing

· WHOLE-CHANNEL VIEW: designing international channels that take into account the entire global supply chain and marketing channel, forging an effective global value delivery network

· International Seller  Channels Between Nations  Channels Within Nations  Final User/Buyer

· Channels Between Nations: moves company products from points of production to the borders of countries within which they are sold

· Channels Within Nations: moves products from their market entry points to the final consumers

· The whole-channel view recognizes that to compete well internationally, the company must effectively design and manage an entire global value delivery network

· Many companies get involved in several international markets & ventures

· International division’s corporate staff consists of marketing, manufacturing, research, finance, planning, and personnel specialists

· International divisions plan for and provide services to various operating units, organized in 1 of 3 ways:
 Geographical Organizations: country managers responsible for salespeople, sales branches, distributors, and licensees in respective countries
World Product Groups: responsible for worldwide sales of different product groups
 International Subsidiaries: responsible for their own sales and profits


· Many firms have passed beyond the international division stage and are truly global organizations
· 

CHAPTER 4: SOCIAL RESPONSIBILITY AND
ETHICS: SUSTAINABLE MARKETING
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