Mark 201 – Midterm Notes

Chapter 1- 

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

The 5 step marketing process
 (
Design a customer-driven marketing strategy
) (
Understand the marketplace and customer needs and wants
) (
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: 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: a comparison between what you get and what you give to get it

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 or values a company promises to deliver

There are 5 alternative concepts organizations use to carry out their marketing strategies:
· Production concept: 
· Notion that customers want products that are available and very affordable 
· Focus on improving production and efficiency 
· Can lead to marketing myopia
· Risk of focusing too narrowly and not satisfying customers needs and building customer relationships
· Product concept:
· Notion customers want a product with superior quality and performance
· Focuses on the product and making continuous product improvements
· Problems: such high quality products can be expensive and not everyone wants the “best” product for their intended use or budget  
· Selling concept:
· Focus is on selling
· Used most often to market unsought goods
· Focuses on sales transaction rather than building customer relationships
· Typically aims to sell what company makes rather than making what the market wants
· Marketing concept:
· Holds that achieving organizational goals depends on knowing the needs and wants of target market and delivering desired value and satisfaction better than the competition
· Philosophy “sense and respond”
· Societal marketing concept:
· Questions if marketing concept overlooks possible conflicts between customer short-run wants and long-term welfare
· Maintains that marketing strategy should deliver value in a way that maintains or improves both the customer’s and society’s well-being

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






Companies can classify customers according to their potential profitability and manage relationships accordingly:
 (
True Friends
Good fit between company’s offerings and customer’s needs; highest profit potential
) (
Butterflies
Good fit between company’s offerings and customer’s needs; high profit potential
)
 (
Projected loyalty
) (
Long-term customers
) (
Short-term customers
) (
Barnacles
Limited fit between company’s offerings and customer’s needs; low profit potential
) (
Potential profitability 
) (
Low
Profitability
) (
High Profitability
) (
Strangers
Little fit between company’s offerings and customer’s needs; lowest profit potential
)












Chapter 4 – Social Responsibility and Ethics Sustainable Marketing

Sustainable marketing: meeting the present needs of consumers and businesses while also preserving or enhancing the ability to future generations to meet their needs

· The marketing concept focuses on meeting short-term sales, growth and profit by giving customers what they want now
· Societal marketing concept considers the future welfare of customers
· Strategic planning concept considers future company needs
· Sustainable marketing concept considers both
· Sustainable marketing calls for socially and environmentally responsible actions that meet both immediate or future needs of customers and the company
· Requires a smoothly functioning marketing system – unfortunately not always the case

Social criticisms of marketing:

· High prices
· Point to 3 factors
· High costs of distribution
· Charge there are too many intermediaries
· As a result distribution costs to much
· Sellers answer that markups reflect services that consumers themselves want and that in fact retail competition is so intense that margins are actually low
· High advertising and promotion costs
· Charge that too much packaging and promotion adds only psychological value and not function
· Marketers respond that marketing does add cost but it also adds value by informing potential buyers of availability and merits of a brand
· Branding gives buyers assurance of consistent quality
· Consumers can usually find versions of a product at a lower cost but they want and are willing to pay more for the products that also offer psychological benefits
· Also argue that marketing is necessary to keep up with competitors for “share of mind”
· Companies are cost conscious and try to minimize marketing costs
· Excessive markups
· Charge that companies mark up goods excessively 
· Marketers respond that most companies try to price fairly because it is more beneficial to them to build customer relationships for repeated business
· Sometimes consumers don’t understand the reasons for high markups
· Deceptive practices – 3 categories

1.  Deceptive pricing: falsely advertising “factory” or “wholesale prices”
2. Deceptive promotion: misrepresenting the products features or performance or luring customers into the store for an out of stock bargain
3. Deceptive packaging: exaggerating package contents through subtle design, misleading labeling or describing size in misleading terms

· Competition Bureau acts as a watchdog to prevent such practices
· Toughest problem is defining what is “deceptive” and what is “puffery” (innocent exaggeration for effect)

· High Pressure selling
· Marketers argue they have little to gain from high-pressure selling
· Such tactics may work in a one-time selling situation but doesn’t build the long-term relationships with valued customers that most businesses want to achieve
· Shoddy, harmful or unsafe products
· Most companies want to produce quality goods
· Don’t want to risk damaging conflicts with consumer groups and regulators
· Could lead to product liability suits
· Unhappy customers may avoid future purchases and talk other customers into doing the same
· Planned Obsolescence
· Causing products to become obsolete before they actually should need replacement
· Marketers respond that customers like style changes or want the latest innovation even if older models still function
· Most companies don’t design their products to break down because this gives them a bad name
· Poor service for disadvantaged customers
· Presence of large national chain stores in low-income areas would help keep prices down however critics accuse retailers of “redlining” disadvantaged areas and avoiding planning stores there

Marketing’s impact on society as a whole:

False wants and too much materialism:
· Critics have charged that the marketing system urges too much interest in material possessions and that North America’s materialist way of life is not sustainable
· Marketing is seen as creating false wants that benefit the industry more than the consumers
· However marketers are most effective when they appeal to existing wants rather han when they attempt to create new ones
· Moreover our wants and values are influenced by family, peer groups, media, religion… not only by marketers

Cultural Pollution:
· Critics charge marketing with cultural pollution (commercials, radio ads, magazine ads, billboards…) 
· Studies have found that North Americans feel bombarded by too many marketing messages
· Marketers answer by saying they hope their ads reach primarily their target audiences but that it is inevitable for them to reach people who have no interest but that in most cases people who buy Vogue are not bothered by the ads because they were carefully chosen to fit their interests. Etc…
· Ads make much of television and radio free to users and keep down the costs of magazines and newspapers – many people feel this is a small price to pay
· Today’s consumers have alternatives i.e. can avoid commercials in recorded programming 

Marketing’s Impact on Other Businesses:

· Critics charge a company’s marketing practices can hard other companies and reduce competition
· 3 problems involved:
· Acquisitions of competitors: 
· Can sometimes be good for society when the acquiring company gains economies of scale that lead to lower costs and lower prices or when a well managed company takes over a poorly managed company and improves efficiency. An industry that was not very competitive may become more competitive
· But acquisitions can also be harmful and therefore are closely regulated by the government 
· Marketing practices that create barriers of entry:
· Large marketing companies can use patents and heavy promotion spending or tie up suppliers or dealers to keep out or drive out competitors
· Some barriers are natural as result of the economic advantages of doing business on a large scale
· Others could be challenged by the law
· Unfair competitive marketing:
· Could include setting prices below costs, threatening to cut off business with suppliers or discourage buying of a competitor’s products
·  Various laws work to prevent this predatory competition
· The problem is its hard to prove the intent was in face predatory

Consumer Actions to Promote Sustainable Marketing:

· Because some people view business as the cause of many economic and social ills, grassroots movements have arisen from time to time to keep businesses in line
· The two major movements have been consumerism and environmentalism

Consumerism:
· First consumer movement was in the early 1900’s, fueled by rising prices and scandal in the meat and drug industry
· Second mid 1930’s fueled by increased prices during the Great Depression and another drug scandal
· Third began in the 1960’s – consumers had become better educated and products had become more complex and they were unhappy with the rising prices among other issues
· Consumerism is an organized movement of citizens and government agencies to improve the rights and power of buyers in relation to sellers
· Traditional seller’s rights:
· Right to introduce any product in any size and style provided it is not hazardous to health or safety, or if it is to include proper warnings and controls
· Right to change any price provided no discrimination exists among similar kinds of buyers
· Right to spend any amount to promote the product
· Right to use any product message providing it is not misleading or dishonest 
· Right to use any buying incentive programs providing they are not unfair or misleading
· Traditional buyer’s rights include:
· Right to not buy a product that is offered for sale
· Right to expect the product to be safe
· Right to expect the product to perform as claimed
· Consumer advocates would like the following additional consumer rights:
· Right to be well informed about important aspects of the product
· Right to be protected against questionable products and marketing practices
· Right to influence products and marketing practices in ways that will improve the “quality of life”
· Tight to consume now in a way that will preserve the would for future generations of consumers
· Sustainable marketing is up to consumers as well as businesses and governments
· Consumers have not only a right but a responsibility to protect themselves

Environmentalism:

· Concerned with marketing’s effects on the environment and with the environmental costs of serving consumer needs and wants
· Environmentalism is an organized movement of concerned citizens, businesses and government agencies to protect and improve people’s current and future living environment
· Believe marketing’s goal should be to maximize life quality and that means not only the quantity and quality of consumer goods and services but also the quality of the environment
· First wave in north America was in the 1960’s and 1970’s – consumers were concerned with damage to the ecosystem
· Second wave was in the 1970’s and 1980’s – driven by the government which passed laws and regulations governing industrial practices impacting the environment
· First two waves merged into our third current and stronger wave which companies are accepting more responsibility for doing harm to the environment
· More and more companies are adopting environmental sustainability – generating profit while helping to save the planet
· At the most basic level a company can practice pollution prevention – eliminating or minimizing waste before it is created
· Next level is product stewardship – minimizing not just pollution from production and product design but all environmental impacts through the whole product life cycle, all while reducing costs
· Companies can implement new clean technology internally – developing new sets of environmental skills and capabilities
· Finally, companies can develop a sustainable vision – serves to guide to the future. It shows how the company’s products and services must evolve and what new technologies must be developed to get there.
 (
Today: Greening
) (
Tomorrow: Beyond Greening
)

 (
Internal
) (
Pollution Prevention
) (
New Clean Technology
)


 (
External
) (
Product Stewardship
) (
New Clean Technology
)



· Investing in the left half of the grid puts the company in a good position today but leaves it vulnerable for the future 
· Investing in only the right side means the company has good environmental vision but lacks the skills to implement it
· Companies should try to develop all four dimensions
· Environmentalism creates some challenges for global marketers

Business Actions Toward Sustainable Marketing:

Sustainable Marketing Principles:

· A company’s marketing should be guided by 5 sustainable marketing principles:

1. Consumer-Oriented Marketing:
· The company should view and organize its marketing activities from the consumer’s point of view
· Only by seeing the world through its customer’s eyes can the company build lasting and profitable customer relationships
2. Customer-Value Marketing:
· The company should put most of its resources into customer-value-building marketing investments
· Enlightened marketing calls for building long-run consumer loyalty and relationships by continually improving the value consumers receive from the firm’s market offering
· By creating value for customers, the company can capture value from customers in return
3. Innovative Marketing:
· Requires that the company continuously seek real product and marketing improvements
· The company that overlooks new and better ways of doing things will eventually lose customers to a company that has not
4. Sense-of-Mission Marketing
· Company should define its mission in broad social terms rather than narrow product terms
· When a company defines a social mission, employees feel better about their work and have a clearer sense of direction
· Brands linked with broader missions can serve the best long-run interests of both the brand and the consumers
5. Societal Marketing:
· Company makes marketing decisions by considering consumers’ wants and interests, the company’s requirements, and society’s long-run interests
· Company is aware that neglecting consumer and societal long-run interests is a disservice to consumers and society
· Calls for products that are not only pleasing but also beneficial
·  (
Immediate Satisfaction
)
 (
Low
) (
High
)

 (
High
) (
Desirable Products
) (
Salutary Products
)
 (
Immediate Satisfaction
)

 (
Low
) (
Pleasing Products
) (
Deficient Products
)



· Deficient products – neither immediate nor long-run benefits
· Pleasing products – high immediate satisfaction but may hurt consumers in the long run
· Salutary products – low immediate appeal but may benefit the consumer in the long run
· Desirable products – high immediate satisfaction and high long-run benefits
· Companies should try to convert all their products into desirable products

Marketing Ethics:

· Unethical marketing harms customers and society as a whole as well as eventually damaging the company’s reputation and effectiveness, jeopardizing the company’s very survival
· Companies need to develop corporate marketing ethics policies – broad guidelines that everyone in the organization must follow
· Should cover distributer relations, advertising standards, customer service, pricing, product development and general ethical standards



Chapter 5 – Managing Marketing Information to Gain Customer Insights

Marketing Information and Customer Insights:

· To create value for customers and to build meaningful relationships with them marketers must first gain sight into what they need and want in order to develop a competitive advantage 

Other Marketing Information Considerations:

· Customer insights can be very difficult to option
· To gain customer insights effectively marketers must manage marketing information from a wide range of sources
· Today marketers have ready access to plenty of marketing information
· A company’s marketing research and information system must do more that simply generate information
· The real value lies in how it is used to provide customer insights
· Many companies are now restructuring and renaming their marketing research functions “customer insight teams”
· These teams collect customer and market information from a wide variety of sources from traditional marketing research studies to observing customers to monitoring online conversations about the company
· They then use the information to develop customer insights
· Companies must be careful not to go too far and become customer controlled – key is not to give customers everything they ask for but to understand them to the core and give them what they need
· A marketing information system (MIS) consists od people and procedres for assessing informational needs, developing the needed information and helping decision makers to use the information to generate and validate actionable customer and market insights
· MIS begins and ends with information users
· First interacts with these users to assess information needs
· Then interacts with marketing environment to develop needed information
· Finally helps users analyze and use the information to develop customer insights, make marketing decisions and manage customer relationships

Assessing Marketing Information Needs:

· Marketing information system serves the company’s marketing and other managers
· May also provide information to external partners (suppliers, resellers…)
· A good MIS balances the information users would like to have against what is feasible to offer
· MIS must monitor the marketing environment to provide decision makers with information they should have to better understand customers and make marketing decisions 
· Costs of obtaining, analyzing, storing and delivering information can be high
· Company must decide if value of insights gained is worth the costs of providing it
· See Figure 5.1 page 142

Developing Marketing Information:

· Marketers can obtain needed information from internal data, marketing intelligence and marketing research 

Internal Data: 
· Electronic collections of consumer and market information obtained from data sources within the company’s network
· Information can come from many sources
· Marketing dept. has info on customer transactions, demographics, psychographics and buying behavior. Customer service dept. keeps records of customer satisfaction and problems. Accounting department prepares financial statements and keeps detailed records of sales, costs, and cash flows. Operations reports on production schedules, inventories and shipments. Sales force reports on customer reaction and competitor activities…
· Internal databases usually can be accessed more quickly and cheaply
· Problems:
· Information was often collected for other purposes so may be incomplete or in the wrong form for making marketing decisions
· Data ages quickly – keeping it up to date is a major effort
· Managing that much data requires sophisticated equipment and techniques
· Many companies buy services from other organizations due to high costs of updating and maintaining internal databases

Marketing Intelligence:
· The systematic collection and analysis of publicly available information about consumers, competitors, and developments in the market place
· Many companies send out teams of trained observers to mix and mingle with customers as they use and talk about the company’s products
· Companies also need to monitor competitor’s activities to gain early warnings of new product launches, moves and strategies…
· Recent study shows companies who employ competitive intelligence as a critical element of their strategic thinking grow 20% faster than those who don’t
· Some companies even dumpster dive – legal because it is considered abandoned property once it leaves the premises
· Competitors often reveal intelligence information through their annual reports, publications, ads, press releases…
· Web has become an invaluable source of competitive intelligence
· Online databases help – some for a fee some are free
· Intelligence game goes both ways – facing marketing intelligence efforts by their competitors, companies are taking steps to protect their own information
· Growing level of marketing intelligence raises a number of ethical issues
· Companies should make use of available information but not stoop to snooping

Marketing Research:

· Marketing research is the systematic design, collection, analysis and reporting of data relevant to a specific marketing situation facing an organization
· Some companies have their own research department and/or hire outside research specialists 
· Marketing research process has 4 steps:
 (
Interpreting and reporting the findings
) (
Implementing the research plan- collecting and analyzing the data
) (
Developing the research plans for collecting information
) (
Defining the problem and research objectives
)





1. Defining the Problem and Research Objectives

· Marketing managers and researchers must work closely together
· Manager best understands the decision for which information is needed
· Researcher best understands marketing research and how to obtain the information
· After the problem ahs been defined the research objectives must be set
· A marketing research project might have one of 3 types of objectives:
· Exploratory research – to gather preliminary information that will help define the problem and suggest hypotheses
· Descriptive research – to describe things such as market potential for a product or the demographics and attitudes of consumers who buy the product
· Causal research – to test hypotheses about cause and effect relationships
· Often start with exploratory and then move on to other two
· Statement of the problem and objectives guides the entire research process

2. Developing the Research Plan

· Outlines sources of existing data and spells out the specific research approaches, contact methods, sampling plans, and instruments that the researchers will use to gather new data
· Objectives must be translated into specific information needs
· Written proposal
· Should cover management problems and research objectives, information to be obtained and the way the results will help the management decision making
· Should also include research costs
· Could call for primary data, secondary data or both
· Secondary Data:
· Usually start by gathering secondary data
· Companies can buy secondary data reports from outside suppliers
· Using commercial online databases marketing researchers can conduct their own searches of secondary data
· Almost every industry association offers free information on their websites
· Web search engines help locate relevant secondary information
· Can usually be obtained more quickly and at a lower cost than primary data
· Problems: needed info may not exist, information may not be usable
· Researcher must evaluate information’s relevancy, accuracy and impartiality 
· Primary Data:
· Need to make sure it will be relevant, current, accurate, and unbiased
· Designing a plan to collect primary data involves a number of decisions on research approaches, contact methods, sampling plan and research instruments
· Research Approaches:
· Observational research involves gathering primary data by observing relevant people, actions and situations
· Researchers often observe consumer behavior to gain customer insights they cant obtain simply by asking the customers questions
· Can obtain information that people are unwilling or unable to provide
· In contrast some things simply cant be observed (feelings, attitudes, motives…)
· Long-term or infrequent behavior is also difficult to observe
· Observations can be difficult to interpret
· Ethnographic research involves sending trained observers to watch and interact with consumers in their natural environment
· Observational and ethnographic research often yield the kinds of details that just don’t emerge from traditional questionnaires or focus groups
· Survey research – the most widely used method for primary data collection
· Best suited for gathering descriptive information
· Find out knowledge, attitudes, preferences and buying behavior
· Major advantage  flexibility
· Can be conducted by phone, mail, internet
· Problems include inability to answer questions because they don’t remember or answering in a way that they feel will be favorable for the interviewer
· People may be unwilling to respond about things they consider private
· Experimental research – involves selecting matched groups of subjects, giving them different treatments, controlling other factors and checking for differences in group responses
· Attempts to explain cause and effect relationships
· Contact Methods: (see table 5.2 pg. 150)
· Mail, telephone and personal interviewing
· Mail – collect large amount of information at low cost
· No interviewer involved – no bias
· Not flexible
· Take longer
· Response rate often very low
· Personal interviewing can take 2 forms; individual and group interviewing
· Individual interviewing:
· Interviewer is one on one wit hcustomer
· Flexible
· Group interviewing:
· 6-10 people in a group discussion led and encouraged by a moderater who focuses the discussion  focus group interviewing
· Online marketing research:
· Internet surveys, online panels, experiments, online focus groups
· Well suited for quantitative research
· Sampling plan:
· Marketing researchers usually draw conclusions about large groups of consumers by studying a small sample of the total consumer population
· Designing the sample requires decisions on who is to be surveyed, how many people should be surveyed and how the people in the sample should be chosen
· Research instruments:
· Questionnaires: 
· Most common
· Administered in person, by phone or online
· Can ask closed end questions (limited answers from which subjects choose the best one) and open ended (subject can answer in his own words)
· Must take care in working and ordering of questions
· Mechanical instruments:
· People meters placed on select tvs to monitor who watches what
· Checkout scanners in retail stores

3. Implementing the Research Plan

· Put marketing research into a plan of action
· Involves collecting, processing and analyzing the information
· Data collection phase is usually the most expensive and most subject to error
· Isolate important findings

4. Interpreting and Reporting Findings

· Market researcher must now interpret the findings, draw conclusions and report them to management
· Researcher should present important findings and insights that are useful in making major decisions
· Interpretation should not be left only to market researcher
· Managers may be biased and tend to accept research results that show what they expected and to reject those that they did not expect or hope for
· Managers and researchers must work together closely when interpreting research results

Analyzing and Using Marketing Information:

Customer Relationship Management:

· Many companies are now turning to CRM to manage detailed information about individual customers and carefully manage customer touch points to maximize customer loyalty
· Consists of sophisticated software and analytical tools that integrate customer information from all sources, analyze it in depth, and apply the results to build stronger customer relationships
· Integrates everything that a company’s sales, service and marketing teams know about individual customers to get a full picture of customer relationship
· CRM analysts develop data warehouses (a companywide electronic database of finely detailed customer information that needs to be sifted through) and sophisticated data mining techniques (high power data technique that sifts through the warehouse and finds interesting findings about the customers)
· Using CRM companies can provider high levels of customer service and develop better customer relationships
· Most common CRM mistake – to view CTM as a technology solution – CRM is only one part of the overall customer relationship management strategy

Distributing and Using Marketing Information:

· Information distribution involves entering information into databases and making it available in a timely and user friendly way
· Many firms use a company intranet to help the process
· It provides access to research information, reports, shared work documents, contact information…
· Companies are also increasingly allowing key customers and value network members to access account, product and other data on demand through extranets

Other Marketing Information Considerations:

Marketing Research in Small Businesses and Not-For-Profit Organizations:

· Managers of small and not for profit businesses oftenthing market research can only be done by experts in large companies
· However many of the techniques can be used by smaller organizations in les formal manners will little or no expense
· Observing, talking to their customers, small scale surveys…


International Marketing Research:
· Grown tremendously over the past decade
· International marketing researchers follow the same steps as domestic researchers defined above but often face more and different problems
· Deal with diverse markets in many different countries
· These markets often vary greatly in level of economic development, cultures, customs and buying behavior
· Difficulty finding relevant secondary data
· Some countries few people have phones or computers
· Some countries postal service is unreliable
· Language is the most obvious obstacle (communicating with people and translating surveys etc…)
· Different cultures vary in their attitudes toward marketing research
· Despite these problems as global marketing grows companies have no choice but to conduct international marketing research

Public Policy in Marketing Research:

· Misuse of marketing research can harm or annoy customers

Intrusions on consumer privacy:

· Some people strongly resent or even mistrust marketing research
· Some consumers have been taken in by programs that turned out to be attempts to sell them something
· Increasing customer resentment has become a major problem for the marketing research industry, leading to lower survey response rates in recent years
· In the end, if researchers provide value in exchange for information, customers will gladly provide it

Misuse of Research Findings:

· Few advertisers openly rig their research designs or misrepresent the findings, most abuses tend to be subtle “stretches”
· Recognizing that surveys can be abused several associations have developed codes of research ethics and standards of conduct

Chapter 6 – Consumer Markets and Consumer Buying Behavior

What is Consumer Behavior?

· Consumer buyer behavior refers to the buying behavior of final customers – individuals and households that buy goods and services for personal consumption
· All of these final consumers make up the consumer market
· Consumers make may purchase decisions and some are more complex than others i.e. customer buying a cup of coffee goes through very different purchasing decisions than a customer buying a car
· Central question for marketers is: given all the characteristics (cultural, social and psychological) affecting consumer behavior, how do we best design our marketing efforts to reach our customers most effectively
· Focus is on the individual

Factors Affecting Consumer Behaviour

Cultural Factors: (culture, subculture and social class)

Culture:
· Most basic cause of a person’s wants and behavior
· Human behavior is largely learned 
· Child learns basic values, perceptions and wants from his society
· Every group or society has a culture 
· Cultural influences on buying behavior may vary from country to country
· Failure to adjust to these difference can result in ineffective marketing
· Marketers always trying to spot cultural shifts to discover new products that might be wanted

Subculture:
· Every culture has small subcultures – groups of people with shared value systems based on common life experiences and situations

Social	Class:
· Social class – society’s relatively permanent and ordered divisions whose members share similar values, interests and behaviors
· Measured as a combination of occupation, income, education, wealth and other variables
· Social classes show distinct product and brand preferences in areas such as clothing, home furnishings, leisure activities and automobiles

Social Factors:

	Groups and Social Networks:

· Reference groups are any external influence that serve as irect or indirect points o comparison or reference in forming a person’s attitudes or behavior
· Groups that have a direct influence and to which a person belongs are called membership groups
· i.e. family, friends and organizations a person belongs to
· An aspirational group is one to which the individual wishes to belong to
· Word of mouth influence and buzz marketing:
· Marketers of brands subjected to strong group influences must figure out how to reach opinion leaders -  people within a reference group who because of special skills, knowledge, personality… , exert social influence on others
· These influencials make up 10% of consumers
· Marketers use buzz marketing by enlisting opinion leaders to serve as brand ambassadors” who spread the word about their products
· Online social networks:
· Online communities where people socialize and exchange information and opinions
· Big implications for marketers
· Hatch trends and build waves of interest in specific products
· Provide data to marketers
· Peer-to peer channel of communication – more credible 
· Markets aim to use them to interact with customers instead of throwing more ads at them
· Results are difficult to measure and control
· Users ultimately control the content so online network marketing can backfire 

Family:

· Most important consumer buying organization in society – has been researched extensively
· Women now make up 85% of all family purchases
· Canadian kids influence $20 million in household spending each year and have memorized between 300 and 400 brands by age 10

Roles and Status:

· A person’s position in each group can be defined in tterms of both role and status
· A role consists of the activities people are expected to perform according to those around them
· Each role carries a status reflecting the general esteem given to it by society


Personal Factors:

	Age and Life-Cycle Stage:
· People change the goods and serices they buy over lifetimes
· Tastes are often age related
· Buying also shaped by the stage in the family life cycle
· Traditional family life cycles : young singles and married couples with children
· Alternative: unmarried couples, singles marrying later in life, childless couples, same sex couples, single parents…

Occupation:
· A persons occupation affects the goods and services bought

Economic Situation:
· Marketers of income-sensitive goods watch trends in income, savings and interest rates
· If economic indicators point to a recession they take steps to redesign, reposition and reprice
· Some marketers target high income consumers and charge prices to match
· Others target consumers with more modest means

Lifestyle:
· A person’s pattern of living as expressed in his or her psycohgraphics
· Involves measuring consumers’ major AIO dimensions – activities, opinions and interests

Personality and Self- Concept:
· Refers to the unique psychological characteristics that lead to relatively consistent and lasting responses to one’s own environment
· Brands also have personalities 
· Brand personality is the specific mix of humantraits attributed to a particular brand
1. Sincerity (down to earth, honest, wholesome, cheerful)
2. Excitement (daring, spirited, imaginative, up to date)
3. Competence (reliable, intelligent, successful)
4. Sophistication (upper class and charming)
5. Ruggedness (outdoorsy and tough)

· Mamy marketers use a concept relted to personality – a person’s self concept
· Premise is that people’s possessions contribute to and reflect their identity

Psychological Factors:

Motivation:
· A motive is a need that is sufficiently pressing to direct the person to seek satisfaction
· Psychological theories of human motivation
· Freud:
· People are largely unconscious about the real psycholofical forces shaping their behavior
· A person represses many urges that come out in dreams, slip ups and obsessive behavior – psychosis
· Theory suggests that a person’s buying habits are affected by subconscious motives that even the buyer may not fully understand
· Motivation research refers to qualitative research designed to probe consumers’ hidden, subconscious motivations
· Maslow:
· Human needs are arranged in a hierarchy 
· Most pressing at the bottom to least pressing at the top
· Physiological needs  safety needs  social needs  esteem needs  self-actualization needs
· A person tries to satisfy the most basic need 
· Then moves on to the next most important

Perception:
· Perception is the process by which people select, organize and interpret information to form a meaningful picture of the world
· People can form different perceptions of the same stimulus because of 3 perceptual processes:
· Selective attention – the tendency for people to screen out most of the information to which they are exposed 
· Means marketers must work especially hard to attract consumers attention
· Selective distortion – describes the tendency o people to interpret information in a way that will support what they already believe 
· Selective retention – remember good points made about a brand they favor and forget good points about competing brands

Learning:
· Learning – changes in an individual’s behavior arising from experience
· Occurs through drives, stimuli, cues, responses and reinforcement 
· Drive – strong internal stimulus that calls for action
· Becomes a motive when it is directed toward a particular stimulus object
· Cues – minor stimuli that determine when, where and how the person responds

Beliefs and Attitudes:
· Belief – descriptive though that a person has about something
· Marketers interested in the beliefs that people formulate about specific products and services that make up product and brand images and affect buying behavior
· Attitude – describes a person’s relatively consistent evaluations, feelings, and tendencies toward an object or idea
· Attitudes are difficult to change 
· Company should try to fit into existing attitudes rather than trying to change them

Types of Buying Decision Behavior

 (
Variety- seeking buying behavior
) (
Complex buying 
behaviour
)



 (
Habitual buying 
behaviour
 
) (
Dissonance reducing buying 
behaviour
)




Complex Buying Behaviour:

· Customers highly involved in a purchase and perceive significant differences among brands
· When product is expensive, risky, purchased infrequently, or highly self-expressive
· Buyer will pass through a learning process, developing first beliefs about the product then attitudes and ten making a thoughtful purchase choice
· Marketers need to help buyers learn abtu product-class attributes and their relative importance 

Dissonance- Reducing Buying Behavior:

· Occurs when consumers are highly involved with an expensive, risky or infrequent purchase but see little difference among brands
· Perceived brand difference is not big buyers may shop around to learn what is available but buy relatively quick
· After purchase customers might feel post purchase dissonance
· To counter such dissonance markets after sales communications should provide evidence and support to help customers feel good about brand choices

Habitual Buying Behavior:

· Low customer involvement and little significant brand difference
· Do not search extensively for information
· 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
· Visual symbols important
· Ad campaigns should include high repetition

Variety – Seeking Buying Behavior:

· 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
· Challenger firms should offer lower prices, special deals, free samples and advertising that presents reasons for trying something new


 (
Information Search
) (
Post purchase 
behaviour
)The Buyer Decision Process
 (
Purchase decision
) (
Evaluation of alternatives
) (
Need Recognition
)
1. Need Recognition 
· Buyer recognizes a problem or need
· Can be triggered by internal stimuli when one of the persons normal needs rises to a level high enough to become a drive
· Can be triggered by external stimuli
· Marketer should research consumers to find out what kinds of needs or problems arise, what brought them about and how they led the consumer to this particular product
2. Information Search
· Amount of searching depends on the strength of your drive
· Information comes from several sources
· Personal, public, commercial and experiential sources 
· Most information from commercial sources
· Most effective source is personal
· As information is obtained, consumers awareness and knowledge of available brands and features increase
3. Evaluation of Alternatives
· Alternative evaluation – how the consumer processes information to arrive at brand choices
· Consumer arrives at attitudes toward different brands through some evaluation procedure
· In some cases consumers use careful calculations and logical thinking
· Other times they do little or no evaluation 
4. Purchase Decision
· To buy the most preferred brand
· Two factors can come between purchase intention and purchase decision
· First – attitude of others
· Second – unexpected situational factors
· Consumer may form a purchase intention based on factors such as expected income, price, product benefits however unexpected events may change the purchase intention

5. Postpurchase Behavior
· After purchasing the product the consumer will be satisfied or dissatisfied and will engage in postpurchase behavior of interest to the marketer
· Relationship between the customer’s expections and product’s perceived performance 
· Almost all major purchases result in cognitive dissonance or discomfort caused by postpurchase conflict


The Buyer Decision Process For New Products

· A new product is a good, service or idea that is perceived by some potential customer as new
· Interest in how consumers learn about products for the first time and make decisions on whether to adopt them
· Adoption process – mental process through which an individual passes form first learning about an innovation to final adopting

Stages in Adoption Process:
· Awareness
· Interest
· Evaluation
· Trial
· Adoption

Individual Differences in Innovativeness 
· In each product area there are consumption pioneers and early adopters
· Innovators are adventurous – try new ideas at some risk
· Early adopters are guided by respect – they are opinion leaders in their communities and adopt new ideas early but carefully
· Early majority deliberate – rarely leaders but adopt new ideas before the average person
· Late majority are skeptical – they adopt an innovation only after a majority of people have tried it
· Laggers are tradition bound –suspicious of changes and adopt the innovation only after it has become some what of a tradition 

Influence of Product Characteristics on Rate of Adoption:

· The characteristics of the new product affect its rate of adoption

· Relative advantage: the degree to which the innovation appears superior to existing products
· Compatibility: the degree to which the innovation fits the values and experiences of potential customers
· Complexity: the degree to which the innovation is difficult to understand or use
· Divisibility: the degree to which the innovation may be tried on a limited basis
· Communicability: the degree to which the results of using the innovation can be observed or described to others



	Chapter 8 – Creating Value for Target Customers

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


Market Segmentation

· Geographic segmentation – dividing a market into different geographical units such as nations, regions, provinces, countries, cities or neighborhoods
· Age and life-cycle segmentation – dividing a market into different age and life cycle groups
· Gender segmentation – dividing a market into different groups based on gender
· Income segmentation – dividing a market into different income groups
· Psychographic segmentation – dividing a market into different groups based on social class, lifestyle or personality characteristics
· Behavioral segmentation - dividing a market into groups based on consumer knowledge, attitudes, uses or responses to a product
· Occasion segmentation - dividing a market into groups according to occasions when buyers get the idea to buy, actually make their purchase or use their purchased item
· Benefit segmentation - dividing a market into groups according ti the different benefits that consumers seek from the product
· User status - dividing a market into groups of non-users, ex-users, potential users, first-time users and regular users of a product
· Usage rate - dividing a market into groups of light, medium and heavy users
· Loyalty status – dividing a market by consumer loyalty
· 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

Segmenting business markets:

· Use many of the same variables to segment business markets
· Can also be segmented by customer operating characteristics, purchasing approaches, situational factors and personal characteristics

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 – forming segments of consumers who have similar needs and buying behavior even though they are located in different countries

Requirements for effective segmentation:

	To be useful market segments must be:
· Measurable: the size, purchasing power and profiles of the segments 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 for attracting and serving the segments

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 

Selecting Target Market Segments:

· Target market – set of buyers sharing common needs or characteristics that the company decides to serve

 (
Undifferentiated Marketing
) (
Concentrated Marketing
) (
Undifferentiated Marketing
) (
Differentiated Marketing
)

· 


· Undifferentiated marketing (mass marketing) – a market coverage strategy in which a firm decides t ignore market segment differences and go after the whole market with one offer
· Differentiated marketing  (segmented marketing)– a market coverage strategy in which a firm decides to target several market segments and designs separate offers for each
· Concentrated marketing (niche marketing) – firm goes after a large share of one or a few segments or niches
· Micromarketing – practice of tailoring products and marketing programs to the needs and wants of specific individuals and local customer groups – includes local marketing and individual marketing 
· Local marketing – tailoring brands and promotions to the needs and wants of local customer groups – cities, neighborhoods, even specific stores
· Individual marketing – tailoring products and marketing programs to the needs and preferences of individual customer (one-to-one marketing)

Choosing a Targeting Strategy:

· Depends on:
· Company resources
· Degree of product variability
· Products life cycle stage
· Market variability
· Competitors’ marketing strategies


Differentiation and Positioning

· Product position – way the product is defined by consumers on important attributes – the place the product occupies in consumers minds relative 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:

Indentifying Possible Value Differences and Competitive advantages:

· Competitive advantage – an advantage over competitors gained by offering greater customer value, either through lower prices or by providing more benefits that justify high prices
· Can differentiate along the lines of product, services, channels, people or image
· Product differentiation brands can be differentiated on features, performance or style and design 
· Channel differentiation grain competitive advantage through the way they design their channel’s coverage, expertise and performance
· Buyers may perceive a difference based on company or brand image differentiation 

Choosing the Right Competitive Advantages:

· How many differences to promote? 
· Many marketers think one benefit 
· Unique selling proposition
· Which differences to promote? 
· A difference is worth establishing if it satisfies the following criteria
· Important – the difference delivers a highly valued benefit to target buyers
· Distinctive – competitors do not offer he difference or the company can offer it in a more distinctive way
· Superior – the difference is superior to the other ways that customers might obtain the same benefit
· Communicable  - the difference is communicable and visible to buyers
· Preemptive – competitors cannot easily copy the difference
· Affordable – buyers can afford to pay for the difference
· Profitable – the company can introduce the difference profitably 

Selecting an overall positioning strategy:

· Value proposition – the full positioning of a brand – the full mix of benefits upon which it is positioned
· More for more – providing the most upscale product or service and charging a higher price to cover the higher cost
· More for less – companies can attack companies “more for more” with a brand offering at comparable quality but at a lower price
· Same for less – powerful proposition – everybody loves a good deal
· Less for much less – a market almost always exists for products that offer less and therefore cost less
· More for less – winning value proposition – many companies claim to do this but in the short run only some actually can
·  (
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Positioning Statement – a statement that summarizes the company or brand positioning – it takes this form: to (target segment and need) our (brand) is (concept) that (point the difference)





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

Product – anything that can be offered to a market for attention, acquisition use or consumption hat 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

· A company’s market offering usually includes both tangible goods and ser vices
· To differentiate their offers beyond simply making products and delivering services companies are creating and managing customer experiences

Levels of product and services:
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· Three levels:
· Core customer value – most basic level which addresses the question “what is the buyer really buying?”
· Actual product – second level where product planners turn the core benefit into an actual product
· Features, deign, quality level, brand name, packing
· 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 Products:
· Consumer product – a product bought by final consumers for personal consumption
· Convenience product –a consumer product that customers usually buy frequently, immediately, and with a minimum of comparison and buying effort
· Shopping product – a consumer product that the customer, in the process of selection and purchase, usually compares on such bases as suitability, quality, price and style
· Specialty product – a consumer product with unique characteristics or brand identification for which a significant group of buyers is willing to make a special purchase effort
· 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 – consists of activities undertaken 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

Individual product and Service Decisions:

 (
Product support services
) (
Labeling
) (
Packaging
) (
Branding
) (
Product and service attributes
)



Product and Service Attributes:

· Product quality – the characteristics of a product or service that bear on its ability to satisfy stated or implied customer needs
· Product features 
· Product style and design – 
· Style – simply describes the appearance of the product
· Design is more than skin deep – it goes to the very heart of the product

Branding:

· Brand – a name, term, sign, symbol, design or a combination of these that identifies the products or services of one seller or group of sellers and differentiates them from those of competitors 

Packaging:

· The activities of designing and producing the container or wrapper for the product

Labeling:

· Labels range from the simple tags attached to products to complex graphics that are part of the package
· The label identifies the product or brand
· Might also describe several things about the product
· Both federal and provincial legislation governs packaging and labeling in Canada
· Labeling has been affected in recent times by unit pricing (stating the price per unit of standard measure, open dating (stating the expected shelf life of the product), nutritional labeling (stating the nutritional values in the product)

Product Support Services:

· Customer service is another 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 length – the number of items in the product line
· Can expand product line in two ways; line filling or line stretching
· Line filling involves adding more items within the present range of the line
· Line stretching occurs when a company lengthens its product line beyond its current range

Product Mix Decisions:

· Product mix (product portfolio) – the set of all product lines and items that a particular seller offers for sale
· Has 4 important dimensions
· Width – refers to the number of different product lines the company carries
· Length – refers to the total number of items the company carries within its product lines
· Depth – refers to the 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 or in some other way


Brand Equity – the differential effect that knowing the brand name has on customer response to the product or its marketing

Building Strong Brands:
 (
Brand positioning –
 line extensions, brand extensions, multi-brands, new brands
) (
Brand 
name selection
 –
 selection, protection
)
 (
Brand positioning –
 attributes, benefits and values
) (
Brand positioning –
 manufacturer’s brand, private brand (store brand), licensing, co-branding
)

Brand Positioning:

· 3 levels
· Lowest level – can position the brand on product attributes
· Can be better positioned by associating its name with a desirable benefit
· Strongest brands are positioned on strong beliefs and values

Brand Name Selection:

· Desirable qualities for a brand name include the following:

1. It should suggest something about the products benefits and qualities
2. Should be easy to pronounce, recognize and remember
3. Should be distinctive
4. Should be extendable
5. The name should translate easy into foreign languages
6. Should be capable of registration and legal protection

Brand Sponsorship:

· Store brand – a brand created and owned by a reseller of a product or service
· Licensing:
· Most manufacturers take years and spend millions to create their own brand names
· However some panies license names or symbols previously created by other manufacturers, names of well-known celebrities or characters from popular movies and books
· For a fee any of these can provide and instant and proven brand name

Brand Development:
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· Line extension – extending an existing brand name to new forms, colors, sizes, ingredients, or flavors of an existing product category
· A company might introduce line extensions as low-cost, low-risk way to introduce new products
· Brand extension – extending an existing brand name to new product categories
· Gives a new product instant recognition and faster acceptance
· Involves some risk
· May confuse the image of the main brand
· If a brand extension fails it may harm consumer attitudes toward other products carrying the name brand name
· Brand name may not be appropriate to a particular new product
· Multibrands – 
· Companies often introduce additional brands in the same category
· Offers a new way to establish different features and appeal to different buying motives 
· Drawback – each brand may obtain only a small market share and none may be very profitable
· New brands – 
· A company might believe that the power of its existing brand name is weakening and a new brand name is needed
· Or may create a new brand name when it enters a new product category
· Offering new many new brands ca result in a company spreading its resources too thin

Managing Brands:

· Brands positioning must be continuously communicated
· Brands are not maintained by advertising but by brand experience
· Personal experience with the brand, word of mouth, company web pages and many others
· Brands positioning will not take hold fully unless everyone in the company lives the brand
· Companies need to periodically audit their brands strengths and weaknesses

Service Marketing:

· Services now account for 69% of candian GDP and are responsible for 3 out of 4 jobs
· Service industries include governmnt (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:

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

Marketing Strategies for Service Firms:

The service-profit chain:

· Five links:
· Internal service quality – superior employee selection and training, a quality work environment, and strong support got those dealing with customers, which results in…
· Satisfied and productive service employees – more satisfied, loyal and hardworking employees, which results in …
· Greater service value – more effective and efficient customer-value creation and service delivery, which results in…
· Satisfied and loyal customers – who remain loyal, repeat purchase and refer other customers, which results in …
· Healthy service profits and growth – superior service firm performance

· Internal marketing – orienting and motivating customer-contact employees and supporting service people to work as a team to provide customer satisfaction
· Interactive marketing – training service employees in the fine art of interacting with customers to satisfy their needs
 (
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Main Service Differentiation:

· The solution to price competition is to develop a differentiated offer, delivery and image
· Offer can include innovative features that set one company’s offer apart from competitors’ offers
· Companies can differentiate their service delivery by having more able and reliable customer-contact people, by developing a superior physical environment in which the service product is delivered, or by designing a superior delivery process
· Images through symbols and branding

Managing service quality:

· Can differentiate itself y delivering consistently high quality than its competitor provide
· First step is to empower front line service employees – to give them the authority, responsibility and incentives they need to recognize, care about and care to customers needs

Managing Service Productivity:

· Train current employees better or hire new ones
· Increase the quantity of their service by giving up some quality
· Add equipment and standardize production
· Harness the power of technology
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