Chapter 7
Business buyer behaviour refers to the buying behaviour of the organizations that buy goods and services for use in production of other products and services that are sold, rented, or supplied to others 
Business buying process is the process where business buyers determine which products and services are needed to purchase, and then find, evaluate, and choose among alternative suppliers and brands
Derived demand refers to business demand that ultimately comes from (derives from) the demand for consumer goods
Supplier development is the systematic development of networks of supplier-partners to ensure an appropriate and dependable supply of products and materials that they will use in making their own products or resell
Straight rebuy is a business buying situation in which the buyer routinely reorders something without any modifications
Modified rebuy is a business buying situation in which the buyer wants to modify product specifications, prices, terms, or suppliers	
New task is a business buying situation in which the buyer purchases a product or service for the first time
Buying centre is all of the individuals and units that participate in the business decision-making process
–Users
–Influencers
–Buyers
–Deciders
–Gatekeepers
[image: ]
The buying Process: 
Problem recognition: occurs when someone in the company recognizes a problem or need
•Internal stimuli
–Need for new product or production equipment
•External stimuli
–Idea from a trade show or advertising
General need description describes the characteristics and quantity of the needed item
Product specification describes the technical criteria
Supplier search is the stage of the business buying process in which the buyer tries to find the best vendors
Order-routine specifications is the final order with the chosen supplier and lists all of the specifications and terms of the purchase
Performance review involves a critique of supplier performance to the purchase terms and the decision to continue, modify, or drop the arrangement
–Reverse auctions involve putting a purchasing request online and inviting suppliers to bid for the business
–Trading exchanges are where companies work collectively to facilitate the trading process
–Company buying sites can be set up to post buying needs and invite bids, negotiate terms, and place orders
–Extranet links can create direct procurement accounts with suppliers
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· Lululemon uses four pillars as the keys to success for creating the experience:
· The design and delivery of innovative athletic apparel, its culture and training of employees, cool stores that resonate with both its guests and the community, and strong, authentic community relations
· Customers are passionate about the brand, and they share that passion with others
1. What Is A Product?
· Product-- anything that can be offered to a market for attention, acquisition, use, or consumption that might satisfy a want or need
· Include services, events, persons, places, organizations, ideas, or mixes of these
· Services-- any activity or benefit that one party can offer to another that is essentially intangible and does not result in the ownership of anything
Products, Services, and Experiences
· Product is a key element in the overall market offering
· The offer may consist of a pure tangible good (soap, toothpaste, or salt--no services accompanying the product)
· Pure Services--the offer consists primarily of a service
· To differentiate their offers beyond simply making products and delivering services, they are creating and managing customer experiences with their brands or company
· Book called Climbing Mount Everest
· In 2009, the campaign was recognized as one of the best library marketing campaigns in the world by the International Federation of Library Associations
Levels of Product and Services
· Product planners need to think about products and services on three levels
· Each level adds more customer value
· Core Customer Value-- the most basic level, addresses the question "What is the buyer really buying?"
· Actual Product-- the second level, turns the core benefit into an actual product
· Augmented Product-- product planners build an augmented product around the core benefit and actual product by offering additional consumer services and benefits
· When developing products, marketers first must identify the core customer value that consumers seek from the product
· Must then design the actual product and find ways to augment it to create this customer value
Product and Service Classifications
· Consumer Products
· Consumer Products-- a product bought by final consumers for personal consumption
· Include convenience products, shopping products, specialty products, and unsought products
· Convenience Products-- a consumer product that customers usually buy frequently, immediately, and with a minimum 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
· Unsought Products-- a consumer product that the consumer either does not know about or knows about but does not normally think of buying
· Business Products
· Business Products-- a product bought by individuals and organizations for further processing or for use in conducting a business
· Distinction between a consumer product and a business product is based on the purpose  for which the product is bought
· The three groups of business products and services include materials and parts, capital items, and supplies and services
· Materials and Parts include raw materials and manufactured materials and parts
· Price and service are the major marketing factors; branding and advertising tend to be less important
· Capital Items are business products that aid in the buyer's production or operations including installations and accessory equipment
· Supplies and services are the final group of business products
· Supplies are the convenience products of the business field because they are usually purchased with a minimum of effort or comparison
· Organizations, Persons, Places, and Ideas
· Organization Marketing-- consists of activities undertaken to create, maintain, or change the attitudes and behaviour of target consumers toward an organization
· Corporate Image Advertising-- campaigns to market themselves and polish their images
· Person Marketing-- consists of activities undertaken to create, maintain, or change attitudes or behaviour toward particular people
· Place Marketing-- involves activities undertaken to create, maintain, or change attitudes or behaviour toward particular places
· Cities, provinces, regions, and even entire nations
· Ideas can also be marketed
· Social Marketing-- the use of commercial marketing concepts and tools in programs designed to influence individuals' behaviour to improve their well-being and that of society
· The Social Marketing Institute (SMI) encourages the use of a broad range of marketing tools
1. Product and Service Decisions
Individual Product and Service Decisions
· Focus on decisions about product attributes, branding, packaging, labelling, and product support services
· Product and Service Attributes
· These benefits are communicated and delivered by product attributes such as quantity, features, and style and design
· Product Quality-- the characteristics of a product or service that bear on its ability to satisfy stated or implied customer needs 
· Narrowest sense, quality can be defined as "freedom from defects."
· Define quality in terms of creating customer value and satisfaction
· The American for Quality defines quality as the characteristics of a product or service that bear in its ability to satisfy stated or implied customer needs
· Siemens defines quality this way: "Quality is when our customers come back and our products don't"
· Total Quality Management-- an approach in which all the company's people are involved in constantly improving the quality of products, services, and business processes
· Companies are taking a "return on quality" approach, viewing quality as an investment and holding quality efforts accountable for bottom-line results
· Product quality has two dimensions: level and consistency
· Marketer must first choose a quality level that will support the product's positioning.
· Product quality mean performance quality-- the ability of a product to perform its functions
· Product quality means conformance quality--freedom from defects and consistency in delivering a targeted level of performance
· Features are a competitive tool for differentiating the company's product from competitors' products
· The company can then assess each feature's value to customers versus its cost to the company
· Another way to add customer value is through distinctive product style and design
· Style simply describes the appearance of a product
· Design is more than skin deep--it goes to the very heart of a product. Good design contributes to a product's usefulness as well as to its looks
· 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
· Provide legal protection for unique product features that otherwise might be copied by competitors, it also helps the seller to segment markets.
· Packaging
· Packaging--involves designing and producing the container or wrapper for a product
· The primary function of the package was to hold and protect the product
· Consumer Reports-- even has an award for the most difficult to open packages, fittingly named the "Oyster Awards."
· Heinz revolutionized the 170 year-old condiments
· Adopted a "fridge-door fit" shape
· Labelling
· The label identifies the product or brand, such as the name Sunkist stamped on oranges
· The label might also describe several things about the product--who made it, where it was made, when it was made, its content, how it is to be used, and how to use it safely
· Label might help to promote the brand, support its positioning, and connect with customers
· Labels have the potential to mislead customers, fail to describe important ingredients, and fail to include needed safety warnings
· At the federal level the Consumer Packaging and Labelling Act and the Food and Drugs Act are designed to protect consumers from labelling or packaging that is false or misleading. 
· Weights and Measures Act deals with the units of measurement on labels. Provincial statutes cover things like the requirement for bilingual labelling in Quebec and things specific to certain product categories such as furniture or toys.
· Labelling has been affected in recent times by unit pricing, open dating, and nutritional labelling
· Product Support Services
· The first step is to survey customers periodically to assess the value of current services and to obtain ideas for new ones
· Once the company has assessed the quality of various support services to customers it can take steps to fix problems and add new services that will both delight customers and yield profits to the company
· 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
· The major product line decision involves product line length-- the number of items in the product line. The line is too short if the manager can increase profits by adding items
· Influenced by company objectives and resources
· A company can expand its product line in two ways: by line filling or by line stretching.
· Product Line Filling-- involves adding more items within the present range of the line
· Reaching for extra profits, satisfying dealers, using excess capacity, being the leading full-line company, and plugging holes to keep out competitors
· Product-Line Stretching-- occurs when a company lengthens its product line beyond its current range
· Companies located at the upper end of the market can stretch their lines downward
· Downward-- plug a market hole that otherwise would attract a new competitor or to respond to a competitors attack on the upper end
· Companies can also stretch their product lines upward
· To add prestige to their current products
· Companies in the middle range of the market may decide to stretch their lines in both directions
· Product Mix Decisions
· Product Mix (Product Portfolio)-- the set of all product lines and items that a particular seller offers for sale
· A company's product line has four important decisions: width, length, depth, and consistency
· Width-- the number of different product lines the company carries
· Length-- the total number of items the company carries within its product lines
· Depth-- the number of versions offered of each product
· Consistency-- how closely related the various product lines are in end use, in production requirements, in distribution channel, or in some other way.
1. Branding Strategy: Building Strong Brands
· Brand Equity
· Everything that the product or service means to consumers
· Brand Equity-- the differential effect that knowing the brand name has on customer response to the product or its marketing
· Powerful brand
· Ad agency Young & Rubicam's Brand Asset Valuator measures brand strength along four consumer perception dimensions:
· Differentiation--what makes the brand stand out
· Relevance-- how consumers feel it meets their needs
· Knowledge-- how much consumers know about the brand
· Esteem-- how highly consumers regard and respect the brand
· Consumers sometimes bond very closely with specific brands
· Brand Valuation-- is the process of estimating the total financial value of a brand
· The fundamental asset underlying brand equity is customer equity
· Customer Equity-- the value of the customer relationships that the brand creates
· Building Strong Brands
· Major brand strategy decisions involve brand positioning, brand name selection, brand sponsorship, and brand development
· Brand Positioning
· At the lowest level, they can position the brand on product attributes
· A brand can be better positioned by associating its name with a desirable benefit 
· The strongest brands go beyond attributes or benefit positioning. They are positioned on strong beliefs and values
· A brand is the company's promise to deliver a specific set of features, benefits, services, and experience consistently to the buyers
· Brand-Name Selection
· Desirable qualities for a brand name include the following:
1. Suggest something about the product's benefits and qualities
1. Should be easy to pronounce, recognize, and remember
1. The brand name should be distinctive
1. It should be extendable
1. The name should translate easily into foreign languages
1. It should be capable of registration and legal protection
1. Available new names can be hard to find
· Brand Sponsorship
· The product may be launched as a national brand (or manufacturer's brand)
· The manufacturer may sell to resellers who give the product a private brand (also called a store brand or distributor brand).
· Others market licenced brands
· Two companies can join forces and co-brand a product
· Store Brands (Private Brand)-- a brand created and owned by a reseller of a product or service
· Battle of the brands-- battle between national and private brands, retailers have many advantages
· They control what products they stock, where they go on the shelf, what prices they charge, and which ones they will feature in local circular
· Co-Branding-- the practice of using the established brand names of two different companies on the same product
· Relationships usually involve complex legal contracts and licences.
· Brand Development
· Line Extensions-- extending an existing brand name to new forms, colours, sizes, ingredients, or flavours of an existing product category
· A company might introduce line extensions as a low cost, low-risk way to introduce new products
· Line extensions involve some risks:
· Overextended brand name might lose its specific meaning
· Sales of an extension may come at the expense of other items in the line
· A line extension works best when it takes sales away from competing brands, not when if "cannibalizes" the company's other items
· Brand Extension-- extending an existing brand name to new product categories
· Brand extension gives a new product instant recognition and faster acceptance. It also saves the high advertising costs usually required to build a new brand name
· Brand extension involves some risks:
· May confuse the image of the main brand
· It may harm consumer attitudes toward the other products carrying the same brand name
· Multi Branding-- offers a way to establish different features and appeal to different buying motives
· Lock up more reseller shelf space
· Major drawback of multi branding is that each brand might obtain only a small market share, and none may be more profitable
· Companies should reduce the number of brands they sell in a given category and set up tighter screening procedures for new brands
· Megabrand Strategies-- weeding out weaker or slower-growing brands and focusing their marketing dollars only on brands that can achieve the number-one or number-two market share positions with good growth prospects in their categories.
· Managing Brands
· The brand's positioning will not take hold fully unless everyone in the company lives the brand
· Companies need to periodically audit their brands' strengths and weaknesses
1. Services Marketing
0. Governments offer services through courts, employment services, hospitals, military services, police and fire departments, postal services, and schools.
0. Private Not-For-Profit Organizations-- offer services through museums, charities, churches, colleges and universities, foundations, and hospitals.
0. Business Organizations-- offer services (airlines, banks, hotels, insurance companies)
· Nature and Characteristics of a Service
· Service Intangibility-- a major characteristic f services-- they cannot be seen, tasted, felt, heard, or smelled before they are bought
· Evidence Management-- in which the service organization presents its customers with organized, honest evidence of its capabilities.
· The service provider is the product
· Service Inseparability-- a major characteristic of services-they are produced and consumed at the same time and cannot be separated from their providers
· Provider-customer interaction is a special feature of services marketing
· Service Variability-- a major characteristic of services- their quality may vary greatly, depending on who provides them and when, where, and how.
· Service Perishability-- a major characteristic of services- they cannot be stored for later sale or use
· Marketing Strategies For Service Firms
· The Service-Profit Chain
· In a service business, the customer and front-line service employee interact to create the service
· Service-Profit Chain-- the chain that links service firm profits with employees and customer satisfaction
· The chain consists of five links:
· Internal service quality--  superior employee selection and training, a quality work environment, and strong support for those dealing with customers
· Satisfied and Productive Service Employees-- more satisfied, loyal, and hardworking employees 
· Greater Service Value-- more effective and efficient customer-value creation and service deliver
· Satisfied and Loyal Customers-- satisfied customers who remain loyal, repeat purchase, and refer other customers
· Healthy Service Profits and Growth-- superior service firm performance
· Service marketing also requires internal marketing and  interactive marketing
· Internal Marketing-- orienting and motivating customer-contact employees and supporting service people to work as a team to provide customer satisfaction
· Must precede external marketing
· Interactive Marketing-- training service employees in the fine art of interacting with customers to satisfy their needs
· Service companies face three major marketing tasks:
· They want to increase their service differentiation, service quality, and service productivity
· Managing Service Differentiation
· Offer-- can include innovative features that set one company's offer apart from competitors offers
· Service 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.
· Differentiating their images through symbol and branding
· Managing Service Quality
· Customer retention is perhaps the best measure of quality--a service firm's ability to hang on to its customers depends on how consistently it delivers value to them.
· Good service recovery can turn angry customers into loyal ones
· The first step is to empower front-line employees--to give them the authority, responsibility, and incentives they need to recognize, care about, and tend to customer needs 
· Managing Service Productivity
· The provider can "industrialize the service" by adding equipment and standardizing production
· Jetblue later made sweeping systems changes that will prevent future customer service debacles
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· Product life cycle presents two major challenges
1. Because all products eventually decline, a firm must be good at developing new products to replace aging ones (the challenge of new product development)
1. The firm must be good at adapting its marketing strategies in the face of changing tastes, technologies, and competition as products pass through life-cycle stages (the challenge of product life-cycle strategies)
1. New-Product Development Strategy
· Acquisition-- by buying a whole company, a patent, or a licence to produce someone else's product
· New Product Development-- The development of original products, product improvements, product modifications, and new brands that the firm develops through its own research and development efforts
· Lifeblood of many firms, 90% of all new products fail
· Why do so many products fail?
· The company may overestimate market size
· The actual product may be poorly designed, or it might be incorrectly positioned, launched at the wrong time, priced too high, or poorly advertised
1. The New- Product Development Process
· It must carry out strong new-product planning and set up a systematic customer-driven new-product development process for finding and growing new products
· Idea Generation
· Idea Generation-- the systematic search for new product ideas
· IBM recently held an "Innovation Jam"--online suggestion box which invited customer employees worldwide
· Major sources of new-product ideas include internal sources and external sources such as customers, competitors, distributors and suppliers, and others
· Internal Idea Sources
· Internal Sources-- the company can find new ideas through formal research and development
· Recent report said 14% of their innovative ideas came from traditional R&D
· External Idea Sources
· Distributors and suppliers can contribute ideas
· Distributors are close to the market and can pass along information about consumer problems and new-product possibilities.
· Suppliers can tell the company about new concepts, techniques, and materials that can be used to develop new products. 
· Competitors are another important source (ie. Watch competitor ads, buy competing new products)
· Also turning to online collaborative communities to help solve new-product problems
· Collaborative network InnoCentive puts its corporate clients ("seekers") in touch with its global network of more than 100,000 scientists  ("solvers")
· Seeker companies post challenges and solvers can earn money for providing solutions
· P&G
· Perhaps the most important source of new product ideas is customers themselves
· Customers often create new products and uses on their own, and companies can benefit by putting them on the market
· Although customer input on new products yields many benefits, companies must be careful not to rely too heavily on what customers say
· Highly technical products prove to be difficult for customers to explain, they may not know what they want if its around the corner
· Customers like to be surprised
· Idea Screening
· The purpose of idea generation is to create a large number of ideas
· The purpose of succeeding stages is to reduce that number 
· Idea Screening-- screening new-product ideas to spot good ideas and drop poor ones as soon as possible
· First idea-reducing stage
· Proposed an R-W-W ("real, win, worth it") new-product screening framework that ask three questions
· Is it real? (is there a real need and desire for the product)
· Can we win? (Does the product offer a sustainable competitive advantage)
· Is it worth doing? (Does the product set the company's overall growth strategy? Does it profit?)
· Need to answer yes to all three R-W-W questions before developing the new-product idea further
· Concept Development and Testing
· Product Concept-- a detailed version of the new-product idea stated in meaningful consumer terms
· Product Idea-- an idea for a possible product that the company can see itself offering to the market. 
· Product Concept-- a detailed version of the idea stated in meaningful consumer terms
· Product Image-- the way consumers perceive an actual or potential product
· Concept Development
· Marketer's task is to develop this new product into alternative product concept, find out how attractive each concept is to customers, and choose the best one. 
· A basic electric car with many strong specifics into:
· Affordable priced midsize car designed as a second family car
· A midpriced sporty compact appealing to young singles and couples
· Concept Testing
· Concept Testing-- Testing new-product concepts with a group of target consumers to find out if the concepts have strong consumer appeal
· Concepts may be presented to consumers symbolically or physically
· Marketing Strategy Development
· Marketing Strategy Development-- designing an initial marketing strategy for a new product based on the product concept
· Marketing Strategy statement consists of three parts:
3. Target market, the planned proposition, the sales, market share, and profit goals for the first few years
3. Outlines the product's planned price, distribution, and marketing budget for the first year
3. Describes the planned long-run sales, profit goals, and marketing mix strategy
· Business Analysis
· Business Analysis-- a review of the sales, costs, and profit projections for a new product to find out whether these factors satisfy the company's objectives.
· If they do, the product can move to the product development stage
· To estimate sales, the company might look at the sales history of similar product and conduct market surveys
· Product Development
· Product Development-- developing the product concept into a physical product to ensure that the product idea can be turned into a workable market offering
· Calls for a large jump in investment
· Developing a successful prototype can take days, weeks, months, or even years depending on the product and prototype methods
· Test Marketing
· Test Marketing-- the stage of new-product development in which the product and marketing program are tested in realistic market settings
· Allows the company to test the product and its entire marketing program-- targeting and positioning strategy, advertising, distribution, pricing, branding and packaging, and budget levels
· Amount of test marketing varies with each new product
· Test marketing costs can be high, and it takes time that may allow competitors to gain advantages
· Company is confident in new product/the costs of developing and introducing the product are low then the company will do little to no test marketing
· Test marketing doesn't guarantee success
· When using test marketing, consumer products companies usually choose one of three approaches
· Standard test markets, controlled test markets, or simulated test markets
· Standard Test Markets
· The company finds a small number of representative test cities, conducts a full marketing campaign in those cities, and uses store audits, consumer and distributor surveys, and other measures to gauge product performance
· Results used to forecast national sales and profits, discover potential product problems, and fine-tune the marketing program
· Standard test markets have some drawbacks:
· Can be very costly and they may take a long time 
· Competitors can monitor test market results or interfere with them by cutting their prices in test cities, increasing promotion, or even by buying up the product being tested.
· Controlled Test Markets
· Several research firms keep controlled panels of stores that have agreed to carry new products for a fee.
· Ex. ACNielsen's Scantrack and IRI's Behaviour Scan track individual consumer behaviour
· Controlled test markets usually cost less than standard test markets 
· Because retail distribution is "forced" in the first week of the test, controlled test markets can be completed much more quickly than standard test markets
· Allow competitors to get a look at the company's new product
· Companies are concerned that the limited number of controlled test markets used by the research services may not be representative of their product's markets' or target consumers
· Simulated Test Markets
· Companies can also test new products in a simulated shopping environment
· The company or research fir shows ads and promotions for a variety of products, including the new product being tested, to a sample of consumers
· Then invites them into a fake store after giving them fake money and record what the consumers purchase
· Simulated test markets overcome some of the disadvantages of standard and controlled test markets:
· Cost much less, can be run in eight weeks, and keep the new product out of competitors view
· Simulated test markets often run as a "pretest" markets
· Frito Lay worked with research firm Decision Insight to create an online virtual convenience store in which to test new products and marketing ideas
· Commercialization
· Commercialization-- introducing a new product into the market (it will face high costs)
· The company launching a new product must first decide on introduction timing
· If the product may cannibalize sales, the product can be improved, or the economy is down the company may wait
· If competitors are ready to introduce their own similar product, the company may push to introduce its sooner
· The company must decide where to launch the new product--in a single location, a region, the national market, or the international market
· Few companies have the capacity to launch new products into full national/international distributions right away
· Instead, they develop a planned rollout over time
· Companies with international distribution systems may introduce new products through swift global rollouts
· Ex. Microsoft
· Managing New-Product Development
· Companies must take a holistic approach to managing process
· Successful new-product development requires a customer-centred, team-based, and systematic effort
· Customer-Centred New-Product Development
· Customer-Centred new-product development-- new-product development that focuses on finding new ways to solve customer problems and create more customer-satisfying experiences
· More successful new products are ones that are differentiated, solve major customer problems, and offer a compelling customer value proposition
· Companies that directly engage their customers in the new-product innovation process had twice the return on assets and triple the growth in operating income of rims that don't
· Customer-centred new-product development begins and ends with solving customer problems
· Team-Based New-Product Development
· Some companies organize their new-product development process into the ordering sequence of steps, starting with idea generation and ending with commercialization
· Under this Sequential Product Development approach, one company department works individually to complete its stage of the process before passing the new product along to the next department and stage
· Can bring control to complex and risky projects
· Drawbacks:
· Dangerously slow which results in product failures, lost sales and profits, and crumbling market positions
· Not IDEO's innovative ideas that make it stand out but its IDEO's design process. (Pg. 327 Example)
· It starts with customers--designing customer experiences
· Team-Based New-Product Development-- an approach to developing new products in which various company departments work closely together, overlapping the steps in the product-development process to save time and increase effectiveness.
· Limitations:
· Can create more organizational tension and confusion than the more orderly sequential approach
· Although this is fast and flexible product development which corresponds with a changing market
· Systematic New-Product Development
· The new-product development process should be holistic and systematic rather than compartmentalized and haphazard
· Otherwise, few new ideas will surface, and many good ideas will sputter and die
· To avoid these problems, a company can install an innovation management system to collect, review, evaluate, and manage new-product ideas
· Appoints an innovative manager who can set up web-based idea management software and connects all company stakeholders- employees, suppliers, distributors, dealers- to become involved in finding and developing new products
· The innovation management system approach yields two favourable outcomes:
2. It helps create an innovation-oriented company culture
2. It will yield a larger number of new-product ideas, among which will be some especially good ones
· Consider Google, which recently topped Fast Company magazine's list of the world's most innovative companies
· Googles innovative process is in its DNA
1. Product Life-Cycle Strategies
· Product Life Cycle (PLC)--the course of a product's sales and profits over its lifetime. It involves five distinct stages: product development, introduction, growth, maturity, and decline
1. Product Development-- the company finds and develops a new-product idea, sales are zero and the company's investment costs mount
1. Introduction-- a period of slow sales growth as the product is introduced in the market, Profits are nonexistent because of the heavy expenses of product introduction
1. Growth-- a period of rapid market acceptance and increasing profits
1. Maturity-- a period of slowdown in sales growth because the product has achieved acceptance by most potential buyers
1. Decline-- the period when sales fall off and profits drop
· Not all products follow this product life cycle (ie. Fads)
· The PLC concept can describe:
· A Product Class (gasoline-powered automobiles)
· A Product Form (SUVs)
· A Brand (the Ford Escape)
· Product classes have the longest life cycles--the sales of many product classes stay in the mature stage for a long time
· Product Forms tend to have the standard PLC shape
· A specific brand's life cycle can change quickly because of changing competitive attacks and responses
· The life cycles of specific brands have tended to be much shorter
· Using the PLC concept for forecasting product performance or for developing marketing strategies presents some practical problems:
· It is difficult to forecast the sales level at each PLC stage, the length of each stage, and the shape of the PLC curve
· Strategy is both a cause and a result of the product's life cycle
· The moral of the product life cycle is that companies must continually innovate or they risk extinction
· Introduction Stage
· Introduction Stage-- the product-life cycle stage in which the product is first distributed and made available for purchase
· Market Pioneer-- must choose a launch strategy that is consistent with the intended product positioning
· If the pioneer chooses its launch strategy to make a "killing," it may be sacrificing long-run revenue for the sake of short-term gain
· As it moves through later stages, the pioneer must formulate new pricing, promotion, and other marketing strategies.
· Small and medium-sized enterprises form the majority of the businesses in Canada
· Growth Stage
· Growth Stage-- the product life-cycle stage in which a product's sales start climbing quickly
· Early adopters will continue to buy, and later buyers will start following their lead
· Introduce new product features, and the market will expand
· Companies keep their promotion spending at the same or a slightly higher level
· Profits increase during the growth stage as promotion costs are spread over a large volume and as unit manufacturing costs fail
· It improves product quality, and adds new product features and models
· It enters new market segments and new distribution channels, it lowers prices at the right time to attract more buyers
· The firm faces a trade-off between high market share and high current profit
· Maturity Stage
· Maturity Stage-- the product life-cycle stage in which sales growth slows or levels off
· Normally lasts longer than the previous stages, and it poses strong challenges to marketing management
· This slowdown results in many producers with many products tot sell
· This overcapacity leads to greater competition
· Competitors begin marking down price, increasing their advertising and sales promotions, and upping their product development budgets to find better versions of the product
· Ultimately leads to a drop in profit
· In modifying the market, the company tries to increase the consumption of the current product
· By looking for new user and new market segments
· Managers also look for ways to increase usage among present customers
· In modifying the product, changing characteristics such as quality, features, style, or packaging to attract new users and to inspire more usage. It can improve the product's styling and attractiveness.
· Modifying the marketing mix, by improving sales by changing one or more marking mix elements
· Can offer new or improved services to buyers
· Can cut prices to attract new users and competitors' customers
· Launch a better advertising campaign
· Decline Stage
· Decline Stage-- the product life-cycle stage in which a product's sales decline
· Sales decline for many reasons:
· Technological reasons, shifts in consumers tastes, and increased competition
· As sales and profits decline some firms withdraw from the market
· A weak product may take up too much of management time. It often requires frequent price and inventory adjustments
· The biggest cost may lie in the future.
· Keeping weak products delays the search for replacements, creates a lopsided product mix, hurts current profits, and weakens the company's foothold on the future
· Management may decide to maintain its brand without change in the hope that competitors will leave the industry
· Management may decide to harvest the product, which means reducing various costs (plant and equipment, maintenance, R&D, advertising, sales force) and hoping that sales hold up. 
· Harvesting can increase the company's profits in the short run, or....
· Management may decide to drop the product from the line.
1. Additional Product and Service Considerations
· Product Decisions and Social Responsibility
· Marketers should carefully consider public policy issues and regulations regarding acquiring or dropping products, patent protection, product quality and safety, and product warranties.
· If consumers have been injured by a product that has a defective design, they can sue manufacturers or dealers
· Product liability was the second-largest litigation concern, behind only labour and employment
· Occurring in the US at a rate of 24,000 product liability suits a year
· International Product and Services Marketing
· International product and service marketers face special challenges
· They must figure out what products and services to be introduce and in which countries
· Must decide how much to standardize or adapt their products and services for world markets
· Companies would like to standardize their offerings
· Standardization helps a company develop a consistent worldwide image
· Lowers the product design, manufacturing, and marketing costs of offering a large variety of products
· Packaging may also need to be tailored to meet the physical characteristics of consumers in various parts of the world
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· The challenge is to find the price that will let the company make a fair profit by getting paid for the customer value it creates
1. What is Price?
· Price-- the amount of money charged for a product or service, or the sum of the values that customers exchange for the benefits of having or using the product or service
· Historically been the major force affecting buyer decision
· Only element in the marketing mix that produces revenue
· One of the most flexible marketing mix elements
· Pricing is also the number one problem facing many marketing executives
· Direct impact on a firms bottom line
1. Factors to Consider When Setting Prices
· The price the company charges will fall somewhere between one that is too high to produce any demand and one that is too low to produce a profit
· Customer perceives price is higher than value= not buy the product
· Product costs set the floor for prices
· Customer Perceptions of Value
· Effective customer-oriented pricing involves understanding how much value consumers place  on the benefits they receive from the product and setting a price that captures that value
· Customers pay a price to have something in return (benefits of having this product)
· Value Based Pricing
· Value Based Pricing-- setting price based on buyers' perceptions of value rather than on the seller's cost
· Means the marketer cannot design a product and marketing program and then set the price
· Everything is considered together during the process, including price
· Pricing begins with analyzing consumer needs and value perceptions, and price is set to match the perceived value
· Cost Based Pricing is product driven
· Designs what it considers to be a good product, adds up the costs of making the product, and sets a price that covers costs plus a target profit
· Marketing must convince buyers that the products value at that price justifies its purchase
· Good Value Pricing
· Offering just the right combination of quality and good service at a fair price
· In many cases, this has involved introducing less-expensive versions of established brand-name products.
· Involved redesigning existing brands to offer more quality for a given price or the same quality for less
· Everyday Low Pricing (EDLP)-- involves charging a constant, everyday low price with few or no temporary price discounts
· High-Low Pricing-- involves charging higher prices on an everyday basis but running frequent promotions to lower prices temporarily on selected items
· The king of EDLP is Walmart
· Value Added Pricing
· In many marketing situations the challenge is to build the company's pricing power--its power to escape price competition and justify higher prices and profit margins
· To increase pricing power, the firm must retain or build the value of its market offering
· Value Added Pricing-- attaching value-added features and services to differentiate a company's offers and charging higher prices
· Company and Product Costs
· 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
· The key is to manage the spread between costs and prices--how much the company makes for the customer value it delivers
· Types of Costs
· Fixed Costs-- costs that do not vary with production or sales level
· Variable Costs-- costs that vary directly with the level of production
· Total Costs-- the sum of the fixed and variable costs for any given level of production
· Costs at Different Levels of production
· Fixed costs are spread out over more units, with each one bearing a smaller share of the fixed cost
· Costs as a Function of Production Experience
· With higher volume, TI becomes more efficient and gains economies of scale.
· As a result, average cost tends to fall with accumulated production experience
· Experience Curve (Learning Curve)-- the drop in the average per-unit production cost that comes with accumulated production experience
· Downward sloping experience curve exists, this is highly significant for the company. The company's unit production cost fall, but it will fall faster if the company makes and sells more during a given time period
· Carries some major risks:
· Aggressive pricing might give the product a cheap image
· Strategy assumes that competition are weak and not willing to fight it out by meeting the company's price cuts
· While the company is building a volume under one technology, a competitor may find a lower-cost technology that lets it start at prices lower than those of the market leader, who still operates on the old experience curve
· Cost-Plus Pricing
· Cost-Plus Pricing-- adding a standard mark-up to the cost of the product
· Markup on cost-- calculating the unit cost of the product and adding a % markup to find a selling price
· Popular for many reasons:
· Sellers are more certain about costs than about demand
· When all firms in the industry use this pricing method, prices tend to be similar and price competition is thus minimized
· Cost-plus pricing is fairer to both buyers and sellers 
· Break-Even Analysis and Target Profit Pricing
· Break-Even Pricing (Target Profit Pricing)-- setting price to break even on the costs of making and marketing a product, or setting price to make a target profit
· Break Even Chart-- shows the total cost and total revenue expected at different sales volume levels.
· Where the revenue curve and the cost curve cross is the break even volume
· B/E Volume= Fixed Cost/ (Price - Variable Cost)
· Other Internal and External Considerations Affecting Price Decisions
· Customer perceptions of value set the upper limit for prices and costs set the lower limit
· Overall Marketing Strategy, Objectives, Mix (Internal)
· Pricing strategy is largely determined by decisions on market positioning
· Companies often position their products on price and then tailor other marketing mix decisions to the prices they want to charge
· Target Costing-- Pricing that starts with an ideal selling price, then targets costs that will ensure that the price is met
· Reverses the usual process of first designing a new product, determining its cost, and then asking "Can we sell it for that?" 
· Starts with ideal selling price based on customer value considerations and then targets costs that will ensure that the price is met
· Non Price Positions-- not to charge the lowest price but rather to differentiate the marketing offer to make it worth a higher price
· Organizational Considerations
· The Market and Demand
· Pricing In Different Types of Markets
· Pure Competition-- the market consists of many buyers and sellers trading in a uniform commodity such as wheat, copper, or financial securities.
· No single buyer/seller has much effect on the going market price
· In a purely competitive market, marketing research, product development, pricing, advertising, and sales promotion play little or no role.
· Do NOT spend much time on marketing strategy
· Monopolistic Competition-- market consists of many buyers and sellers who trade over a range of prices rather than a single market price
· Range of prices occurs because sellers can differentiate their offers buyers
· Freely use branding, advertising, and personal selling to set their offers apart
· Because there are many competitors in such markets, each firm is less affected by competitors' pricing strategies than in oligopolistic markets
· Oligopolistic Competition-- the market consists of a few sellers who are highly sensitive to each other's pricing and marketing strategies
· The produce can be uniform (steel) or nonuniform (cars, computers).
· Difficult for new sellers to enter the market
· Each seller is alert to strategies and moves
· Pure Monopoly-- the market consists of one seller, who may be a government monopoly (CanadaPost), a private regulated monopoly (a power company), or a private nonregulated monopoly (DuPont when it introduced nylon)
· Regulated monopoly. the government permits the company to set rate's that will yield a "fair return"
· Nonregulated Monopoly, are free to price at what the market will bear
· Do no always charge the full price because a desire not to attract competition, a desire to penetrate the market faster with lower prices, or a fear of government regulation
· Analyzing the Price-Demand Relationship
· Demand Curve-- a curve that shows the number of units the market will buy in a given time period, at different prices that might be charged
· Demand and price are inversely related
· For Prestige Goods, the demand curve may slope upward because consumers think that higher prices mean more quality
· Price Elasticity of Demand
· Price Elasticity-- a measure of the sensitivity of demand to changes in price
· Inelastic Demand-- If demand hardly changes with a small change in price
· Elastic Demand-- demand changes greatly with a small change in price
· Price elasticity of demand= % Change in Quantity Demanded/ % Change in Price
· Most firms want to avoid pricing that turns their products into commodities
· Competitors' Strategies and Prices
· Other External Factors
· Economic Conditions-- can have a strong impact on the firm's pricing strategies
· Boom or recession, inflation, and interest rate
· The government can influence pricing decisions
· Social Concerns-- a company's short-term sales, market share, and profit goals may need to be tempered by broader societal considerations 
· How resellers will react
1. New-Product Pricing Strategies
· Market- Skimming Practice
· Market Skimming Practice-- setting a high price for a new product to skim maximum revenues layer by layer from the segments willing to pay the high price; the company makes fewer but more profitable sales
· Sony
· Market skimming makes sense only under certain conditions:
· The products quality and image must support its higher price and enough buyers must want the product at that price
· The costs of producing a smaller volume cannot be so high that they cancel the advantage of charging more.
· Competitors should not be able to enter the market easily and undercut the high prices
· Market Penetration Pricing
· Market-Penetration Pricing-- setting a low price of r a new product to attract a large number of buyers and a larger market share
· IKEA and Dell
· Market must be highly price sensitive so that a low price produces more market growth
· Production and distribution costs must fall as sales volume increases
· The lower price must help keep out competition
1. Product Mix Pricing Strategies
· Product Line Pricing
· Product Line Pricing-- setting the price steps between various products in a product line based on cost differences between the products, customer evaluations of different features, and competitors prices
· Optional-Product Pricing
· Optional-Product Pricing-- the pricing of optional or accessory products along with main product
· GPS or Automobiles
· Captive-Product Pricing
· Captive-Product Pricing-- setting a price for products that must be used along with a main product, such as blades for a razor and ink for a printer
· Gillette Fusion razor in Canada sells for $15 but the replacement cartridges are $37.55 for a pack of 8.
· Consumers can sometimes feel trapped into buying expensive supplies and resent the brand that ensnared them
· Two Part Pricing-- buy the product for a set price and the needed replacement parts are more expensive (Gillette Fusion)
· The price of the services is broken into a fixed fee plus a variable usage rate
· By- Product Pricing
· By-Product Pricing-- setting a price for by-products to make the main products price more competitive
· Product Bundle Pricing
· Product Bundle Pricing-- combining several products and offering the bundle at a reduced price
· Fast food restaurants
· Promote the sales of products consumers might not otherwise buy
1. Price Adjustment Standards
· Discount and Allowance Pricing
· Discounts-- a straight reduction in price on purchases during a stated period of time
· Include a cash discount-- a price reduction to buyers who pay their bills promptly
· Quantity discount-- a price reduction to buyers who buy large volumes
· Quantity discounts must be offered equally to all customers and must not exceed the seller's cost savings associated with selling large quantities
· Seasonal Discount-- a price reduction to buyers who buy merchandise or services out of season
· Allowances-- promotional money paid by manufacturers to retailers in return for an agreement to feature the manufacturer's products in some way
· Trade-In Allowances-- price reductions given for turning in an old item when buying a new one
· Most common in the automobile industry
· Promotional allowances-- payments or price reductions to reward dealers for participating in advertising and sales support programs
· Segmented Pricing
· Segmented Pricing-- selling a product or service at two or more prices, where the difference in prices is not based on differences in costs
· Customer Segmented Pricing-- different customers pay different prices for the same product
· Ie. Entry into museums (senior vs. Regular admission)
· Product Form Pricing-- different versions of the product are priced differently by not according to differences in their costs
· Location Pricing-- charges different prices for different locations, even though cost is the same
· Time Pricing-- varies its prices by the season, the month, the day, or even the hour
· Public utilities, resorts
· Robert Cross calls it revenue management, "companies sell the right product to the right person at the right time for the right price."
· Airlines, Hotels, and restaurants call it Yield Management
· For segmented pricing to be an effective strategy, certain conditions must exist:
· Market must be segmentable, and the segments must show different degrees of demand
· The costs of segmenting and watching the market cannot exceed the extra revenue obtained from the price difference
· Must be legal
· In the long run, will lead to customer resentment and ill will
· Psychological Pricing
· Psychological Pricing-- a pricing approach that considers the psychology of prices and not simply the economics; the price is used to say something about the product
· Reference Prices-- prices that buyers carry in their minds and refer to when they look at a given product
· Each digit has symbolic and visual qualities that should be considered in pricing
· 8 is round and even and creates a soothing effect, 7 is angular and creates a jarring effect
· Promotional Pricing
· Promotional Pricing-- temporarily pricing products below the list price, and sometimes even below cost, to increase short-run sales
· Discounts from normal prices to increase sales and reduce inventories
· Special Event Pricing to draw more customers 
· Cash Rebates to consumers who buy the product from dealers within a specified time
· Manufacturers, automakers, and producer of durable goods
· Low Interest Financing, Longer Warranties, or Free Maintenance to reduce the consumers price
· Price promotions can create "deal prone" customers" who wait until brands go on sale before buying them
· Constantly reduced prices can also erode a brand's value in the eyes of customers
· Can lead to industry wars-usually play into the hands of the most efficient operations
· Geographical Pricing
· Geographical Pricing-- setting prices for customers located in different parts of the country or world
· FOB-Origin Pricing-- a geographical pricing strategy in which goods are placed free on board a carrier; the customer pays the freight from the factory to the destination
· Title and responsibility pass to the customer
· High cost firm to distant customers
· Uniform-Delivered Pricing-- a geographical pricing strategy in which the company charges the same price plus freight to all customers, regardless of their location
· Fairly easy to administer and lets the firm advertise its price nationally
· Upset the customer is located much closer than the one located other side of country
· Zone Pricing-- a geographical pricing strategy in which the company sets up two or more zones. All customers within a zone pay the same total price; the more distant the zone, the higher the price.
· Customers in Halifax and St. John pay the same total price to company. The complaint, however, is that the Halifax customer is paying part of the St. John's customer freight cost
· Dynamic Pricing
· Dynamic Pricing-- adjusting prices continually to meet the characteristics and needs of individual customers and situations
· The flexibility of the internet allows web sellers to instantly and constantly adjust prices on a wide range of goods based on demand dynamics
· Can be controversial:
· Person in the same airline seat beside you paid 10% less than you did
· International Pricing
· Must decide what prices to charge in the different countries in which they operate
· Price Escalation may result from differences in selling strategies or market conditions. Goods that are relatively inexpensive at home carry outrageously higher price tags in other countries.
1. Price Changes
· Initiating Price Changes
· Initiating Price Cuts
· Excess capacity
· Failing demand in the face of strong price competition 
· Drive to dominate the market through lower costs
· Initiating Price Increases
· Cost inflation
· Over demand
· Must avoid being seen as a price gouger (could bring about increased government regulation)
· Price increases should be supported by company communications explaining the price increase to consumers
· Making low-visibility price moves first is also a good technique
· Dropping discounts, increasing minimum order sizes, and curtailing production of low-margin products
· Buyer Reactions to Price Changes
· A price increase may have some positive meanings for buyers
· If Rolex raised its price on a new watch: perceived as more exclusivity or Rolex being greedy
· A price cut can be viewed several ways
· If Rolex cut its price on a new watch: getting a better deal on an exclusive watch or quality had been reduced
· Competitor Reactions to Price Changes
· Competitor can interpret a price cut as a company trying to grab a larger market share
· Responding To Price Changes
· Hold current price; continue to monitor competitor's price
· Reduce price
· Reduce company's profits in the short run
· Raise perceived quality 
· Improve its communications, stressing the relative value
· Improve quality and increase price
· Launch low-price "fighting brand"
· Public Policy and Pricing
· Canadian pricing legislation was designed with two goals in mind:
1. To foster a competitive environment
1. To protect consumers
· Pricing Within Channel Levels
· Price Fixing-- sellers must set prices without talking to competitors
· Price collusion is suspected
· The offence of this nature is conspiracy 
· Bid-Rigging-- one party agrees, at the request of another party, not to submit a bid or tender in response to a call or agrees to withdraw a bid or tender submitted
· Predatory Pricing-- selling below cost with the intention of punishing a competitor or gaining higher long-run profits by putting competitors out of business
· Protects small sellers
· Biggest problem is determining just what constitutes predatory pricing behaviour
· Pricing Across Channel Levels
· The Competition Act seeks to prevent unfair price discrimination by ensuring that sellers offer the same price terms to customers at a given level of trade
· Functional Discounts-- offering a larger discount to wholesaler than to retailers
· Illegal in Canada
· Retail (or resale) price maintenance-- a manufacturer cannot require dealers to charge a specified retail price for its product
· Descriptive Pricing-- occurs when a seller states prices or price savings that are not actually available to consumers
· Bait and switch advertising is illegal in Canada
· Must offer rain cheques to avoid legal action
· Scanner Fraud-- increasing complaints of retailers overcharging their customers, failure to enter current or sale prices into the system
· Price Confusion-- firms employ pricing methods that make it difficult for consumers to understand just what price they are really paying
· By law is to charge the lesser price
· Ethical Issues in Pricing





12 - MARKETING CHANNELS DELIVERING CUSTOMER VALUE
· CONCEPTS: How entire marketing channel competes with competitors
· Nature of marketing channels and channel design and mgmt decisions
· Physical distribution (ie. Logistics)
· OPENING CASE: enterprise – capitalized from Hertz on neighbourhood locations (instead of airport) – winning distribution strategy

1. SUPPLY CHAINS AND THE VALUE DELIVERY NETWORK

· Building relationships w/ customers and suppliers
· “Upstream” partners (raw mat, components)
· “Downstream” partners (marketing channels, dist channels) – traditional focus
· Internet – complex relationships w/ other firms
· Value delivery Network – company, suppliers, dist and customers who “partner’
· CHAPTER FOCUS ON MARKETING SIDE – DOWNSTREAM

1.1 NATURE AND IMPORTANCE OF MARKETING CHANNELS

· Most use intermediaries
· Marketing channel/ Distribution Channel 
· Set of independent orgs that help make product or service available to cosnsumers
· Dist channel effects pricing
· Ex working with  discount stores, specialty stores, direct
· Distribution Channels as competitive advantage
· FED EX. , Enterprise, Amazon
· Involves long-term commitments to other firms

1.2 HOW CHANNEL MEMBERS ADD VALUE 

· Create greater efficiency in making goods available to customer
· Reduce number of channel transactions 
· Manufacturers -> distributor -> customer (eliminate manufacturers from 
· Bridge major time, place and possession gaps that separate goods and services
· Members of channel help complete transactions:
· Information – market research and intelligence info
· Promotion – developing persuasive communications
· Contact – finding and communicating with prospective buyers
· Matching – shaping and fitting to the buyers needs (manufacturing)
· Negotiation – agreement on price
· Other help fulfil transactions:
· Physical distribution – transporting and storing 
· Financing  - 
· Risk taking -  assuming risk of carrying out channel
· New item to list:
· Environmental sustainability
· Dividing work on channel to those who can add the most value for the cost

1.3 NUMBER OF CHANNEL LEVELS

· Channel level -  layer of intermediaries work at bringing product closer to the final buyer
· Also channel length
· Direct marketing channel  - has no intermediaries
· Indirect marketing channel -  contain one or more intermediary levels
· Less control, complexity
· Connected to by flows:
· Physical flow of products 
· Flow of ownership
· Payment flow
· Information flow
· Promotion flow
2. CHANNEL BEHAVIOUR AND ORGANIZATION

· Behavioural systems – interact to accomplish goals
2.1 CHANNEL BEHAVIOUR 
· Success of individual tied to overall channel 
· Problem: often act in self interest
· Channel conflict – disagreements among marketing channels on goals and roles:
· Horizontal conflict -  same level of channel (ex Ford dealers against Ford dealers)
· Vertical conflict – different levels (ex. Selling independent dealers vs. mass merchant retailers)
· Some conflict good – but should be managed

2.2 VERTICAL MARKETING SYSTEMS (VMS)

· Idea is to provide leadership in channel
· Conventional distribution channel:
· Each separate business to maximize own profits at expense of profits for system
· Vertical Marketing System:
· Unified system – one member owns the others, has contracts with them or has so much power they must cooperate
· 3 major types of VMS:
· CORPORATE VMS - 
·  Leadership established through common ownership
· CONTRACTUAL VMS – 
· Join together through contracts to obtain more economies of scale 
· Franchise Organization – (a contractual VMS) channel member links several stages in dist process
· 3 types of franchises:
· Manufacturer-sponsored retailer – network of independent franchise dealers (ex. FORD)
· Manufacturer-sponsored wholesaler – ex. Coca-Cola
· Service-firm sponsored – ex. Hertz, McDonalds
· ADMINISTERED VMS –
· Coordinates successive stages of production and distribution through the size and power of the parties
· Walmart, G E, Kraft, Proctor an Gamble

2.3 HORIZONTAL MARKETING SYSTEMS

· Horizontal Marketing System – channel arrangement which 2 or more companies at one level join together to follow a new marketing opporitunity
· Ex. McDonalds in Walmarts
· Also works well globally – mcdonalds and Sinopec, Chinas largest gas company

2.4 MULTICHANNEL DISTRIBUTION SYSTEMS

· Often called hybrid marketing channels 
· To reach one or more customer segments - Use has Increased greatly in years
· Using catalogues, telephone, internet –segment 1
· Retailers – segment 2
· Almost every large company 
· Problem: harder to control, more channel conflict

2.5 CHANGING CHANNEL ORGANIZATION
· Profound impact because of internet and online
· Disintermediation – cutting out of marketing channel intermediaries by product or service producers, or displacement with new types of intermediaries
· Amazon, iTunes – threatening traditional retailers
· Blockbuster vs. Netflix 
· Netflix was a channel innovator , traditional intermediaries stepping aside
· VOD threatens the disintermediate Netflix now. 
· Retailers expanding channels can bring them into conflict with new channels 
· Ex. Black and Decker redirects sales from webpage to retailers to avoid channel conflict with website design – look for ways of selling direct to benefit channel 

3. CHANNEL DESIGN DECISIONS

· Have to convince one or a few good intermediaries to carry the line
· If successful can choose exclusive franchises, sell in all available outlets
· Web store
· Systems evolve to meet market opportunities
· Marketing Channel design  - Designing effective marketing channels by analyzing consumer needs, setting channel objectives, identifying major channel alternatives and evaluating them

3.1 ANALYZING CONSUMER NEEDS
· Channels part of value delivery network
· Finding out what target consumers want  - location, buy in person, online , services, delivery etc. 
· Balance needs against feasibility and cost and consumer price preference

3.2 CHANNEL OBJECTIVES

· Find channels to meet targeted level of customer service  - identify segments 
· Factors effecting channel objectives:
· Competitors, environment, finances
· Compete near outlets of competitors?
· Economic factors – depressed economy – shorter channel length, dropped services
· Legal constraints

3.3 IDENTIFYING MAJOR ALTERNATIVES

3.3.1 Types of intermediaries
· Direct online, indirect retailers
· PLUS: reach more potential buyers
· CON: difficult to manage and control, complete/cannibalization of other channels 
3.3.2 Number of Marketing Intermediaries
· A) Intensive distribution – stocking the product in as many outlets as possible - coke
· B) Exclusive – giving limited number of dealers right to distribute in their territory -rolex
· C)Selective  - more than one, but less than those willing to carry – most, G/E
3.3.3 Responsibilities of Channel Members
· Agree to terms and conditions 
· Price policies, sale conditions, territory, specific services
· Mutual services and duties spelled out – especially for franchises

3.4 EVALUATING MAJOR ALTERNATIVES

· LIKELY SALES, COSTS, profitability of channel alternatives
· Control issues
· Adoptive criteria – keep channel flexible – long term commitments

3.5 DESIGNING INTERNATIONAL DISTRIBUTION CHANNELS 

· Usually adapt channel strategies to existing structures within each country
· Ex. China fragmented
· Restrictive government regulations



4. CHANNEL MANAGEMENT DECISIONS 

· Marketing channel management  - selecting , managing and motivating individual channel members and evaluating their performance over time
4.1 SELECTING CHANNEL MEMBERS
· May have restriction on who wants to carry your product
· May not have option to discriminate on exclusivity of retailer or sales agent
· Once they have the power to – evaluate the stores on customers, location, future growth
· Sales agents – reputation, cooperation, other lines carried, size

4.2 MANAGING AND MOTIVATING CHANNLE MEMBERS
· Partner relationship management (PRM)
· Ex. Samsung p3 program
· Levelled partnership with database info
· Rebates and rewards for high performing value added resellers/partners (VARS)
· PRM , just like CRM to manage customer relationships
· SCM supply chain management software along with 

4.3 EVALUATING CHANNLE MEMBERS
· Cooperation in company promotion and training programs
· Must be sensitive to dealers

4.4 PUBLIC POLICY AND DISTRIBUTION DECISIONS

· 1) Exclusive dealing  - seller requires dealer not sell other competitors products
· Legal, as long as they do not substantially lessen the competition and create a onopily
· 2) Exclusive territories – producer may not sell to other dealers in a given area, or buyer only sell in certain area
· When producer keeps dealer from selling outside its territory , has become a majour legal issue
· 3) Tying agreements – full line forcing – must buy all if you buy one 
· Not illegal but causes channel conflict
· 4) Dealers rights – right to terminate dealers is limited for suppliers
· Cannot drop dealers if they refuse to cooperate in a questionable legal agreement
· 5) Sources of Supply – ethical concerns with overseas suppliers

5. MARKETING LOGISTICES AND SUPPLY CHAIN MANAGEMENT
· NEED FOR INTEGRATED USPPLY CHAIN MANAGE MENT
5.1 NATURE AND IMPORATNCE OF MARKETING LOGISTICS
· Marketing Logistics/Physical Distribution – planning, implementing and controlling the flow of materials , final goods, and related information from points of origins to points of consumption to meet consumer requirements and profit
· Now we consider customer-centred logistics – starts at marketplace and works its way back to factory and even sources of supply
· Outbound distribution – moving products from the factory to reseller and ultimately customers
· Inbound distribution – moving products and materials from suppliers to factory
· Reverse distribution  - moving broken, unwanted or excess products returned by resellers
· That is, it involves Supply Chain Management  - upstream and downstream
· Greater emphasis on logistics :
· Competitive advantage  - customers better service OR lower prices
· Cost savings  - giant Costs!
· Shit tons of product variety – need it
· Environmental sustainability
· Technology – efficiently manage flow of goods, information, finances

5.2 GOALS OF LOGISTICS SYSTEMS

· No system can both reduce dist cost and maximize customer service
· Goal: targeted level of customer service at the least cost
· Objective to maximize profits

5.3 MAJOR LOGISTICS FUNCTIONS
· WAREHOUSING
· Production and consumption lifecycles rarely match – need to store
· Need to decide how many, what types, where
· Use either:
· Storage Warehousing 
· Distribution Centers
· A large, highly automated warehouse designed to receive goods from various plants and suppliers, take orders, fill them efficiently and deliver goods to customers as quick as possible
· Dramatic changes in technology
· INVENTORY MANAGEMENT
· Carrying too much – carrying costs, obsolescence 
· Just in Time systems (JIT)
· Smart tag technology (RFID)
· TRANSPORTATION
· Intermodial transportation – combination of one or more modes of transportation
· Internet is now a mode of transport – digital products

· LOGISTICS INFORMATION MANAGEMENT
· Partners often link
· Electronic data interchange (EDI)
· Vendor managed inventory ( VMI) – supplier takes full responsibility for managing inventories and deliveries
· CROSS FUNCTIONAL TEAMWORK INSIDE THE COMPANY
· Harmonize all companies logistics decisions
· Too often each function tries to optimize itself at the cost of the whole
· Now, many companies have VP of logistics with cross-functional authority
· Sophisticated SCM software
· Benefits come with $cost



13 RETAILING AND WHOLESALING
Costco vs. Wal-Mart
· Costco is a warehouse retailer 
· Differentiated value proposition – ever changing assortment of high quality products- even luxuries at low prices
· Tend to be located in more affluent areas
· “Trade up” for higher brands, “trade down” for private label goods
· Treasure hunt

1. RETAILING 
· RETAILING – Includes all activities involved  in selling goods or services to final consumers for their personal/business suse. 
· Nearly 70% of the purchase decisions are made near or in the store
· Retailers embracing shopper marketing  - idea the retail store istedlf is an important marketing medium
· Focuses on entire marketing process – brand develop, logistics, promo etc. 
· Emphasises importance of shopping environment
MAJOR TYPES OF RETAILERS
· Can be classified by : amount of service, depth of product lines, relative prices, how they are organized. 
· Specialty stores – 
· carry narrow product line w/ deep assortment (apparel stores, sporting goods stores, furniture, florists, bookstores) – clothing store would be single-line store, men’s clothing store would be limited-line store, men’s custom t-shirt store is super-specialty store
· Department stores – 
· Carry several product lines (SEARS, BAY)
· Supermarkets - 
· Relatively low cost, low margin high volume self service operation – serve grocery and household products (sobeys, loblaws)
· Convenience stores – 
· Limited line – high turnover goods slightly higher products
· Discount stores – 
· Standard merch sold at lower price lower margins higher volumes
· Off-price retailers - 
· Bought at wholesale prices, sold less than retail – factory outlets; independent off price retailers (winners); warehouse or wholesale clubs selling limited selection of brand names and pay membership (costco)
· Superstores – 
· Very large (bigger than regular supermarket), meet total needs – food and non food.  Includes supercenters, supermarket and discount stores, category killers – carry deep assortment  in a particular category w/ knolwdgable staff

Amount of Service
· Self service,  - basis of all discount op’s
·  limited service,  - more shopping goods where customers need information
· full service, - first class department stores, passed to consumer w/ higer pirces
Product Line
· classified by length of product line
· Specialty stores
· flourishing – more segmenting  - greater need for stores that focus on specific products and segments
· Department stores – recently being squeezed between specialty and dsciount stores
· the bay keep reinventing themselves - stay successful
· Supermarkets – 
· most frequently shopped
· slow sales growth  - slower pop growth
· in comp from disc stores & specialty foods stores
· more dual income families – no time – fast food in front, more pre-prepared foods
· Joe fresh
· Convenience stores
· Redesigning stores to attract more women
· Supermarkets are battling for convenience products – and by staying open later
· Superstores
· Walmart supercenters (also discount), loblaw supercenter, costco 
· Combination of food and discount stores
· Growth in superstores that are actually giant specialty stores  - CATeGORY killers – 
· Giant specialty store that carries a very deep assortment of a particular product line and staffed by knowledgable staff : home improvement, sporting goods, linens, pet supplies, books
· Service retailers
· Hotels, motels, banks, universities, theateres restaurants
· Growing faster than product retailers
Relative Prices 
· Discount stores
· Now dominate retail – walmart
· Off Price Retailers
· Buy at less than regular 
· 3 types:
· Independent off price retailers – 
· Most owned by larger companies (ie winners and homsense owned by TJX companies)
· H&M – reproduce runway fashions – ships to stroes in half the time – uses few middlemen
· Factory Outlets – 
· One of hottest growth ares
· Surplus, discounted or irregular goods
· Department stores concerned with shoppers making trips to stock up on branded merch at outlets
· Warehouse clubs
· From necessities to extravagences  - not just low income customers
Organizational Approach
· Many are independently owned but others are under corporate or contractual organization
· CHAIN STORES – 
· Two or more outlets that are commonly owned and controlled
· Am eagles, abecrombie, sketchers etc
· Voluntary chains – independent retailer engaging in group buying and common merchandising
· Retailer cooperative – jointly owned central wholesaling operation, joint merch and promo – to compete with llarge corporate chains
· FRANCHISE - 
· A contractual association between a manufacturer, wholesaler or service organization (a franchisor) and independent business people
· Normally based on some unique product
· Risk reduced
· Brand image
· Merchandising conglomerate – 
· Combine several different retailing forms under central ownership
· Victories secret, bath and body works

2. RETAILER MARKETING DECISIONS
· more difficult for one retailer to offer exclusive goods
· service differentiation has eroded
· customers have become more price sensitive
SEGEMNTATION, TARGETING, DIFFERENTIATION AND POSITIONING DECISIONS
· danger in selling something for everyone
· Sears lack of value proposition and target market – 
PRODUCT ASSORTMENT AND SERVICE DECISION
· Should differentiate retailer and cater to target
· Store brands or private label brands account for majourproportion of retail sales
· Services mix – home depot – do it yourselfers
· Atmosphere – engaging  - music, lighting even smells
· Powerful tool
PRICE DECISION
· Must fit T.M, prod adn serv assortment, and comp
· Must decide the extent to which they use sales & price promotions
· High low pricing
· FREQUENT SALES
· Cant be predictable
· Everyday low prices
· Constant  - walmart – mass retailers (EDLP)
PROMOTION DECISION
· Advertising, personal selling, sales promotion, public relations, direct marketing
PLACE DECISION
· Accessible to T.M and cinsistent with retailers positioning
· Central business districts – main form until 1950’s
· Shopping centers – a group of retail businesses planned, developed owned and managed as a unit (west Edmonton mall largets)
· Regional mall – 40- 200 stores
· Community shopping center – 15 -40 stores
· Neighborhood shopping centers – strip malls, most 
· Biggest trend going green
· Power centers – unenclosed shopping centers
· Increased rapidly due to problem with indoor malls
· Lifestyle centers – smaller malls with upscale stores
· Located near affluent neighbourhoods
· Trend to combine power cetners wtih lifestlyes centers

3. THE FUTURE OF RETAILING
· Chronic overcapacity – harsh competition
· Demographics changing
· Canadians more complex than US shoppers
NEW RETAIL FORMS AND SHORTENING RETAIL LIFECYCLES
· Department stores took about 100 years to reach maturity
· More recent forms took about 10 years
· “get good or get gone”
· Wheel of retailing concept – new types of retailer begin as low margin, low price, low status operations but later evolve into higher price , higher service operations, usually becoming like the conventional ones they replaced – FAT CATS
GROWTH OF NON-STORE RETAILING
· Direct and online marketing are now the fastest growing forms of marketing
· 43% of canaidans do research online b4 the buy
· Window shop online
· Customers are merging online store and online outlets into a single shopping process
· Much of the growth in online will go to those who combine  - multichannel retailers
RETAIL CONVERGENCE
· Ex. M7M meats in convenience stores, Canadian tire selling marks work warehouse stuff & budget rent a car. 
· Greater competition for retailers and greater difficulty in differentiating offering
· Although, many small independents are thriving – personal touches small stores can add 
RISE OF MEGARETAILERS
· Shifted the balance of power between retailers and producesr
GROWING IMPORTANCE OF RETAIL TECHNOLOGY
· Important competitive tool
· Better information systems
· Forecasting, inventory, 
· RFID
· Checkout systems
· Trying to bring web style technologies to stores
· In store kiosk, self checkout
GLOBAL EXPANSION OF MAJOR RETAILERS
· Most north American retailers are behind euro in international expansion
RETAIL STORES AS COMUNITY HANGOUTS
· Rise of people living alone, suburban areas  - isolation has brought need for socializing places
· Chapters, comfort relaxation nd community
· Can create virtual online community

4. WHOLESALING
· Wholesaling  - All activities involved in selling goods and services to those buying for resale or business use (OR the act of selling Mark’s bumhole for business or personal use)
· Relatively unknown to consumers (ex. Grainger )
· Add value by performing one or more of the following functions:
· Selling and promoting
· Buying and assortment building – saving customers much work
· Bulk Breaking – breaking large quantities into small
· Warehousing – save inventory costs
· Transportation – save trans costs b/c closer than producers
· Financing 
· Risk Bearing – theft, damage, spoilage, obsolecence
· Marketing information –info about new competitors products, price developemnts
· Management service and Advice –layouts and displays, inventory control systems
TYPES OF WHOESALERS  
· 3 groups:
· 1) Merchant Wholesaler  -  independently owned business that takes title to the merchandise it 
Owns (2 types)
· A) Full Service Wholesalers – provide a full line of services: carrying stock, maintaining sales force, offering credit deliveries.
· Wholesaler merchants  
· Industrial Distributors
· B) Limited service wholesalers – fewer services than whoolesaler
· Cash and carry wholesalers
· Truck wholesalers
· Drop Shippers
· Rack jobbers
· Producers Cooperatives
· Mail order Wholesalers
· 2) Agents & Brokers – generally specialize by product type or customer
· Broker – wholesaler who does not take title to the goods and whose function is to bring buyers and sellers together and assist in negotiation (food brokers, real estate, insurance, security)
· Agent – a wholesaler who represents buyers or sellers on a  relatively permanent basis, performs only a few functions, and does not take title to goods
· Manufacturers agents 
· Selling agents
· Purchasing agents
· Commission merchants
· 3) Manufacturers Sales Branches and Offices – done by sellers or buyers themselves rather than through independent wholesalers. Separate branches dedicated to wither sales or purchasing
· Sales Branches and Offices
· Purchasing officers
WHOLESALER MARKETING DECISIONS
· Create value for targeted wholesale customers
Segmentation, Targeting, Differentiation, and Positioning Decisions
· Discourage less profitable customers by large orders or adding service charges to smaller ones
Marketing Mix Decisions
· Wholesalers are not promotion minded
· Largely unplanned and scattered trade advertising
· Considered behind the times
· Distribution – automated warehousing, linked to retailers
TRENDS IN WHOLESALING
· Only value comes from increasing efficiencyand effectiveness of entire marketing channel
· Decreased lead time
· Decresed supply chain
· 
· Distinction between large retailers and large wholesalers continuies to blur
· Retailers beginning wholesaler functions 
· Wholesalers are setting up retail locations 
· Increased computerized ops, automated and web based systems will counter squeezing profits because of increased demand in services
· Wholesalers going global
Chapter 13: Retailing and Wholesaling 
Specialty Stores: Carry narrow product line with a deep assortment(Indigo)
Department Stores: Several product lines ( the bay)
Supermarkets: Large, low cost, low margin ( loblaws)
Convience stores: Smal stores, limitied line, high turnover
Discount stores: Standard merch, low price, low margins high volume. 
Off price retailers: Bought for less that wholesalers, sole for less than retail(Costco)
Independent off price retailers: independently owned or are divisions of larger retailers (winners)
Superstores: Wal-Mart
Category killers: deep assortment of a particular product line,. 
Factory outlets: Manufacturer owned and operated stores.
Chain stores: two or ore outlets that are commonly owned and controlled
--Voluntary chain: a wholesales sponsored group of independent retailers that engage in group buying and common merchandising 
Reatiler cooperative: group of independent reatilers that band together to set up a jointly ownded scentrail wholesale operation and conducr joint merchaniainf and promotional efforts. 
Merchandising conglomorates: severl reatiling forms  der centrail owndership. 

Retailer marketing decisions:
1. Segment, targeting, differentiating and 
positioning decisions. 
2. Product assortment and service decision: product assortment, service mix and store atmosphere. 
3. Price decisionL must fit target market and position staretgy. 
4. Promotion decision: nonstore retailing, retail convergence, megaretailers, ,retail technology, hangouts

Wholesaling: activeities involved in selling goods and services to those buying for business and resale use. 
Merchant wholesales: independenty ownder business that takes title to the merchandise it handles.(full service or limited service). 
brokersL does not take the title to gods and whose function is to bring buyes and sellers together and assist in negotiations.
AgentL represents buyers or sellers. 

Chapter 14: integrated marketing and communications strategy:
Marketing communications mix: advertising: non personal
Sales Promotion: short term incentives
Personal Selling: 
Public relations:
Direct marketing

Integrated marketing communications is the integration by the company of its communication channels to deliver a clear, consistent, and compelling message about the organization and its products.  ties together all of the compnays messages and images

Sender-encoding-message-media-decoding-reciever-response-feedback-noise

Steps in effective marketing communication:1. Target audice, communication objectives( where do they stand in the buyer rediness stage- awareness, knowledge, liking, preference, conviction, pucrchase), designing a message(aida-get attention hold interest, arouse desire, obtain action), message structure,message format. Choosing media: personal communication channels?word of mouth, buzz marketing, non personal communiocation channels Selecting message source, collecting feedback. 
Promotional budgetL affordable method
Percentage of sales
Competitive parity, objective and task 
Push: through marketing channels to final consumers
Pull: towards final consumers (mass emdia) 

Chapter 15: advertising and pr

Setting advertising objectives: (communication objectives, sales objhectives)based on PLC
Setting budget:stage in pLC
Develop strategy: Creating message and deciding on media message strategy could be creativeconcept, message execution(slice oflife), consumer generated messages
Selecting advertising media: ( decising on reach frequency adnd impact, among media types, specific media cheicles and timing. 
Evaluation:
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Chapter 17: Direct and online marketing:
Direct marketing is:
•A marketing channel without intermediaries
•An element of the promotion mix
•Fastest-growing form of marketing
Types: face to face, direct mail, catalogue marketing, telemarketing, rirect response television marketing, kiosk marketing, new digital technologoices, online marketing
Collarborative fillingamazon.com
Customer database: collection of data about customers
 Click and mortarL traditional companies that have added online marketing to their operations.
Online marketing domains
B2C: selling online to final consumers( Canada trust online transactions)
B2B: Obtain buying effecting and efficency better prices
C2C: Craigs list, blogs etc.
C2B: Priceline.com etc. 

Setting up onlne presence: 
1. st up webtsite (corp or marketing)
2. Ads and promotions onlinepopups , viral
Social Neworks
Email


Chapter 18: Creating a competitive advantage:

Step 1: Competitor analysis( identify, assess and select)
->identify: industry/market
-> assessing: ( what are their objectives, strategies, strengths, reactions)
Selecting-( customer value analysis ( determine the benefits that target customers value and how theu rate their competitors).

Step 2: Competitive strategy:
Marketing strategy ( entrepreneuring, formal, intrepreneurial).
Basic competitive strategy: Cost leadership, differentiation, focus(niche)….. value disciplines: operational excellence(value price convience), customer intamaccy(segmenting and targetgin), product leadership
Competitive positions(leader, challenger, follower, niche)
Leaders: expand demain, protect market share, expand market share
Challenger: either challenge or follow
.. challenger must decide who to attack( second mover advantage).. full frontal attacking strengths, indirect attacking weakness. 
Niche: speciailizing for few people

Step 3: Customer vs competitor:
Competitor centered company
Customer centered company
Market centered
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