FINAL MARKETING NOTES

CHAPTER 1 – What is Marketing?

What is Marketing?

· Activities that bring about exchange

1) Deals with customers and managing these relationships
2) To attract new customers by promising superior value and to keep/grow current relationships by delivering satisfaction

The Marketing Process
1) Create value FOR customers and build profitable relationships
· Understand the marketplace & customer needs and wants
· Design a customer driven marketing strategy
· Construct a marketing program that delivers superior value
· Build profitable relationships & create customer delight
2) Capture value FROM customers in return
· Capture value from customers to create profits and customer equity


1. Understanding the Market place & Customer Needs and Wants

Needs: 
· Basic motivators of human behavior
· States of felt deprivation
· Maslow’s Hierarchy of needs (from lowest to highest)
1. Physiological (hunger and thirst)
2. Safety needs (need for protection)
3. Social needs (need for love, friendship)
4. Esteem needs (recognition, self esteem)
5. Self actualization (become what you wanted)
Wants
· Are the form human needs take as they are by culture, individual personality and background of the individual
· There are 5 basic needs but there are MILLIONS of wants

Demands
· Human wants that are backed by buying buyer
· A want + buying power (have the $$)


2. Market Offerings: Products, Services and Experiences

Market offerings: some combination of products, information experiences or services offered to a market to satisfy a need or want (could be physical or intangible)
Marketing myopia: mistake of paying way too much attention to the actual product a company offers rather than paying attention to the benefits and experiences produced by these products. Only focus on existing wants and loose sight of NEEDS. 

3. Customer Value & Satisfaction
· Create benefits (what level of quality are you expecting?)
· Customers form expectations about the value and satisfaction that various market offerings will deliver and then they buy accordingly. Ones that satisfied will buy again and tell others about their experience. 
· Right level of expectations
· Too low – may satisfy those who buy but fail to attract new buyers
· Too high – buyers will not be satisfied and will be disappointed
· This is key concept for developing and managing customer relationships (proper balance between expectations and level of quality)

4. Exchanges & relationships

· Marketing happens when people in companies decide to satisfy needs and wants through exchange relationships to deliver superior value to customers. It consists of the actions taken to build & maintain desirable exchange relationships with target audiences involving product, service, idea or other object
Exchange: act of obtaining a desired object from someone and offering something in return

5. Markets & Marketing Activities

· Market: Set of all actual and potential buyers of a product or service
· Buyers have specific needs and wants that can be satisfied through exchange relationships (which takes work)
· Sellers must
· Search for buyers (target market)
· Identify their needs 
· Design a good market offering
· Set prices for them
· Promote them
· Store and deliver

In order to provide all these aspects, there are many, CORE MARKETING ACTIVITIES that must be done such as

a) Market Research
b) Product Research
c) Promotion (marketing)
d) Distribution (where?)
e) Pricing
f) Credit Shipping etc

Designing a customer Driven Marketing Strategy

Marketing Management: art & science of choosing target markets & building customer relationships with them (always want to grow, attract, and keep the customers by providing superior value for them)

Selecting customers to serve
· Company must decide WHOM to serve
· Company divides customers into segments (market segmentation) and decides which to go after (target marketing)

Choosing a value proposition
· Deciding HOW it will serve target customers and how it will be differentiated in the marketplace
· Brands value proposition: set of benefits it promises to deliver to customers to satisfy their needs (this differentiates each brand and answers the WHY should I buy this question)


Marketing Management Orientations
· Wants to design strategies that will build profitable relationships with target customers

1) The production Concept
· Concept holds that consumers will favor products that are available and highly affordable
· Management should focus on improving production & distribution efficiency
· Mass production with lowest price

2) The Product Concept 
· Consumers will favor products that offer the most quality/ performance & innovative features
· Management has to work on always improving (consumers may have to pay more and may not always want to)

3) The Selling Concept
· Customers will not buy enough of firms products unless it undertakes a large scale of selling & promotion effort (overstate the expectations -> unsatisfactory)
· Typically used for unsought goods such as blood donations and insurance
· Focus on sales transactions and there is very high risk
· Factory
· Existing products
· Selling and promoting
· Profits through sales volume

4) The Marketing Concept
· Philosophy that holds that achieving organizations goals depends on knowing needs and wants of target markets and delivering satisfaction better than competitors through
· Market focus
· Customer needs/ customer orientation throughout firm
· Integrated/coordinated marketing
· Profits through customer satisfaction

5) The Societal Marketing Concept
· Should deliver value to consumers in a way that improves consumers & company’s well being
· Idea that a company’s marketing decisions should consider
a) Consumers wants
b) Company’s requirements
c) Consumers long run interests
d) Society’s long run interests
Company should find balance between society (human), company (profits) and consumers (wanting satisfaction)

Preparing an Integrated Marketing Plan & Program

Building the Marketing Plan
1. Study market and understand customer needs/wants
2. Select target markets and create value proposition
3. Develop marketing mix (the four p’s)
4. Manage customer relationships
5. Capture value from customers

· Marketing Strategy: outlines which customers it will serve & how it will create value for consumers (consists of firms marketing mix, the tools needed to implement marketing strategy)
· Integrated marketing program: is created to actually deliver the intended value to consumers
· The marketing program: builds relationships and puts marketing strategy into action

The Four P’s
1) Product: to deliver value proposition, to deliver and satisfy a need of market offering
2) Price: deciding the price
3) Place: how it will make the offering available to target consumers
4) Promotion: must communicate with target customers about offering & persuade them
*Must blend marketing mix into the integrated marketing program that communicated and delivers intended value to consumers



Building Customer Relationships

Customer relationship management (CRM)

· Basic (Reno depot), frequent (flying), full partner (trip advisor)
· Involves managing detailed information about individual consumers & carefully managing touch points to maximize customer loyalty
· Broader term: process of building relationships with customers and maintain them by delivering superior value & satisfaction

Relationship Building Blocks
· The key to building lasting relationships is by giving superior value & satisfaction

A) Customer Perceived Value: the customers evaluation of the difference between all benefits & all costs of a marketing offer relative to those of competing offers. Ex: is Canada goose coat of $900 worth it?
B) Customer Satisfaction: The extent to which a products perceived performance matches a buyers expectations. (Usually higher satisfaction leads to higher customer loyalty)
Delighting Customers: promising only what they can deliver and than providing more than the consumer expected. These become repeat customers and they spread the word

· Companies can build relationships at many levels depending on the target market
· They can get to know customers through advertising and website that rewards those who buy often or in large amounts  Loyalty reward programs are highly used

The Changing Nature of Customer Relationships
· Companies building deeper and more direct relationships with carefully selected customers
· They are trying to target specific customers, more profitable ones and are using profitability analysis to see which customers to eliminate (dump the bag ones)
· Trying to build two-way conversations/relationships ex: email, twitter etc.
· Want to become more part of consumer’s lives

Customer managed relationships: where customers interact with companies & each other to shape their relationships with brands. They are part of conversations and are interacting with customers on Fb and Twitter 

Consumer generated Marketing: brand exchanges created by consumers themselves both invited / uninvited  which consumers are playing an increasing role in shaping their own brand experiences & those of other consumers. Companies inviting consumers to play more active role in shaping products/brands messages


Partner Relationship Management

Inside the company
· Customer needs represented by every department and are linking all departments to create value
· Forming cross functional customer teams

Outside the company
· Marketing channels are distributors, retailers & others who connect to its buyers
· Supply chain: raw materials  components  final goods  final buyers (companies are always trying to improve relationships in supply chain)

Capturing Value from Customers
· In form of sales, market Share and Profits

1) Creating Customer Loyalty & retention
· With good relationships management can create delight
· These customers remain loyal & talk favorably
· Customer life value: value of the entire stream of purchase that the customers would make over a lifetime (vs. a single sale)
*Delight create an emotional relationship with the brand and not just make it a preference, this keeps customers coming back

2) Growing Share of Customer
- Share of customer (category): portion of the customers purchasing that a company get in each product category (same customer but sell many products to them)
- In order to increase this number firms offer a greater variety, cross sell, up sell more products to existing customers

3) Building Customer Equity(Future)
- Takes a long time  want to own them for life, increase the share of customer & capture their “lifetime Value” of all customers
- Customer equity: total combined customer lifetime values of all of the company’s current & potential customers
· Measure of the future value of the company’s consumer base
· It’s a better measure of firms performance than sales




Building the Right Relationships with the Right Customers
· Company can classify according to their potential profitability & manage relationships accordingly 

4 Relationship Groups

1) Strangers: low potential profitability, little projected loyalty (don’t invest anything in them)
2) Butterflies: Potentially profitable but not loyal. Can enjoy them for a short period of time but not for the future.
3) True Friends: both profitable & loyal company wants to delight these customers in order to retain, grow and nourish these relationships (wants to turn them into true believers who stay loyal & share it with others)
4) Barnacles: are highly loyal but not profitable (most problematic should be let go) ex: small bank accounts

*Different types of customers require different relationship management

The Changing Marketing Landscape

· Marketing operates in a constantly changing environment 
· Trends and Forces are changing the Marketing Strategy
· Social factors
· Competitors
· Economic conditions
· Technology
· Government regulations
· Company resources



CHAPTER 2 – Strategy and Marketing Environment
  
Strategic Marketing Planning
· Process of developing and maintaining a strategic fit between firms objectives, resources and changing the market opportunities
· Needed Because the environment is constantly changing, the company must have a game plan given its situation, opportunities, objectives, and resources

Four Key Steps
1) Defining the company/market oriented mission (whole company)
2) Set the company objectives & goals
3) Design business portfolio (many product lines)
4) Develop strategies for growth & downsizing

*Involves adapting the firm to take advantage of opportunities in its constantly changing environment

1. Defining a market Oriented Mission

Mission statement: a statement of the organizations purpose – what it means to accomplish in the larger environment. Should be Market oriented, NOT product oriented and should be specific, and meaningful. Ex: Disney “we create fantasies, a place where dreams come true”
· What is our business?
· Who are our customers?
· What should our business be?
** Mission has to be translated into specific & measurable goals

3. Designing the Business Portfolio

· It is the collection of business & products that make up the company. The best fit is the one that fits the company’s strengths & weaknesses to opportunities in the environments

Planning in Two Steps

1. Analyze its current Business Portfolio:
· Certain divisions/ product lines
· Determine which business should receive more, less or no investment (Objective is to have good portfolio diversity and balanced portfolio re risk and return)
· Portfolio analysis: management evaluates the products and businesses that make up the company
· 1st step is to identify key businesses called Strategic Business Units (SBU’s). Could be a company division, product line or product.

2. The Boston Consulting Group Approach
- Basic assumptions and characteristics and matrix shows entire portfolio
- Classifies SBU’s according to growth share matrix
· Vertical axis: market growth rate provides level of attractiveness (ex: ipod not in growth)
· Horizontal axis: relative market share serves as a measure of company strength in the market (% you have in the market)
· How much cash is going in VS. How much cash is going out (represents how much risk you are taking?)

· Companies can affect Market share NOT market growth


Four Types of BSU’s

1. Stars: 
· High Growth, High share businesses/ products
· Need heavy investments to finance rapid growth, eventually growth slows and turns in “cash flows”
· Strategy: aggressive marketing to Hold share. Invest a lot to stay 
· EX: Iphone

2. Cash Cows:
· Low growth, high share businesses/products
· Need less investment to hold market share. Produce a lot of cash that company uses to pay its bills & supports other SBU’s
· Strategy: use money to support stars & Question Marks (this category doesn’t change much)
· EX: Ipod, Microsoft Windows

3. Question Marks:
· Low share units, in High growth rate markets
· Require a lot of cash to hold share & increase it 
· Strategy: Liquidate: management has to decide which Question Marks to build into starts & which should be phased out. Don’t want to have too many question marks because requires a lot of cash
· EX: Iwatch (new product- risky)

4. Dogs
· Low growth rate, in low share businesses/products
· May generate enough cash to maintain themselves but do not promise to be large sources of cash
· Strategy: squeeze dry/liquidate – “making nothing)

Over ALL SBU’s
Disaster sequence (avoid)
A) Stars  Question Marks  Dogs
B) Cash Cows  Dogs

Success Sequence: 
A) Question Marks  Stars  Cash Cows

Balanced Strategy
A) Cash Cows  Stars & Question Marks
B) Cash Cows  R & D


Problems with the BCG Matrix
· Very simplistic strategies/variables (saying market share determines strength of company)
· The SBU fit is not for every company and is for current products only
· NO SBU synergy (combining with organizations) allowed
· Sometimes companies keep Dogs

4. Developing Strategies for Growth 

· Planning for new products in given SBU
· Must look for profitable growth to compete more effectively and must identify & select market opportunities & establish strategies for capturing them
· Two groups of strategies 1) Intensive growth and 2) Diversification


1) Product Market Expansion Grid – Ansoff
· Planning tool for identifying company growth opportunities through 4 ways: market penetration, market development, product development & Diversification


A) Market Penetration
· Company growth by increasing sales of current products to current market segments without changing the product
· Ex: adding more stores for easy access, or improving prices, the menu, and visuals of location. 
· Ex: Baking Soda removing Odor  Increased sales 

B) Market Development
· Company growth by identifying & developing new market segments for current company products (new customer markets)
· Ex: reviewing new demographic market such as seniors or Asia (location)
· Ex: Baking Soda being used in hospitals & restos

C) Product Development
· Company growth by offering modified or new products to current market segments 
· Ex: Developing a lighter roast coffee or Selling Baking Soda Toothpaste/ Baking Soda Carpet Cleaner

D) Diversification
· Company growth by starting up/acquiring businesses outside the company’s current products & markets
· Ex: Starbucks acquired evolution fresh (provider of premium fresh squeezed juices)
· Ex: Baking Soda Solution at Dentists office

A, B, C = how much you spend
D = How much you know (very risky)


Reasons for Downsizing
· Firms may have grown too fast and entered areas which it lacks experience
· This usually happens when firms enter “International” markets or when firm introduces “New” product that does not provide Superior Value
· When some products or markets become less profitable, firms focus on their stronger resources

Planning Marketing: Partnering to Build Relationships

· Strategic plan establishes what kinds of businesses the company will operate & objectives for each
· More detailed planning happens in each department such as marketing, finance, accounting


Marketing’s Role in Strategic Planning

· Provides a guiding philosophy (marketing concept)
· Provides inputs to strategic planners by identifying opportunities & taking advantages
· Designs strategies for reaching units of objectives (and help carry them out)
· Have to create Partner relationship management to form an effective internal value chain that serves customers efficiently

Partnering with other company departments
· Value chain: the series of internal departments that carry out value creating activities to design, produce, market and support firms products. The success of this depends on how well they coordinate their activities  need to work in harmony to provide value)
· Ex: Wal-Mart’s marketing is to provide low prices but can only do this with the help of the purchasing department & technology department

Partnering with others in marketing system
· Must look into value chains of its suppliers, distributors and customers
· Value delivery network: the network made up of the company such as suppliers, distributors & customers. They all partner with each other to improve the performance of the entire system. The value network of one company competes against one of the other company
· Ex: L’Oreal builds respectful/long lasting relationships with suppliers

Marketing Strategy & The Marketing Mix

Marketing strategy: the marketing logic by which the company hopes to create customer value & achieve profitable customer relationships. It decides which customers it will serve (segmentation & targeting) and how (differentiation) it will serve them. 

· Divides total market into segments & tries to satisfy these segments
·  Guided by the marketing Strategy, they create the marketing mix
Customer Driven Marketing Strategy & Selecting Target Market

· Must satisfy customers but first must know what they NEED & WANT
· Dividing up Customers

A) Market Segmentation
· It is the process of dividing the market into distinct groups of buyers who have different needs, characteristics or behaviors & who might require separate products or marketing programs
· Many types of customers, products & needs
· Can be grouped based on geographic, demographic, psychographic & behavioral factors, economics
· Market Segment: consist of groups of consumers who respond in a similar way to a given set of marketing efforts. Ex: Car market is divided into A) those want who comfort regardless of Price or B) those who care mainly about cost


B) Market Targeting
· Involves evaluating each market segment's attractiveness & selecting one or more segments to enter. Company should choose one that it can provide value to & sustain over time (could pick more than 1 but usually start with 1 and than ADD)
· Ex: Abercrombie serves University & college students by Hollister, original Abercrombie & Fitch & then just Abercrombie

C) Market Differentiation & Positioning
· Products position: place it occupies relative to competitors products in consumers mind. 
· Positioning: arranging for a product to occupy a clear, distinctive & desirable place relative to competing products in the minds of target customers
· Differentiation: actually differentiating the market offering to create superior customer value 

Developing the Marketing Mix
· This process is after selecting the target Marketing & Positioning
· The set of tactical marketing tools that the firm blends to produce the response it wants in the target market
· Anything the firm can do to influence demand for the product

The Four P’s
A) Product: 
· goods & services combination that company offers to target market. 
· Ex: Could be tangible or Intangible - variety, quality, design, new product development or product line
B) Price
· amount of $$ consumers must pay to obtain the product. 
· Ex: list price, discounts, allowances etc. 
· “Right Price” Based on customer perceived value

C) Place
·  company activities that make the product available to target customers. 
· Ex: channels of distribution (long vs short), coverage, locations, intensity of distribution (breadth – intensive, selective, exclusive)
· Where, when and by whom the goods are made available. 

D) Promotion
·  Activities that communicate the merits of product & persuade customers to buy it. 
· Ex: Build awareness, provide info, persuasion. 
· There are Five Basic Promotion Methods listed below;
1) Advertising
2) Personal Selling
3) Publicity
4) Sales Promotion
5) Direct Marketing

The Four P’s (Buying View Point)
1. Customer solution
2. Customer Cost
3. Convenience: It is available?
4. Communication: want a 2 way conversation

Managing the Marketing Efforts

· Have to pay attention to management
· Requires analysis, planning, implementation & control

Marketing Analysis
· Begins with a complete analysis of the company’s situations
· Marketer should conduct a SWOT ANALYSIS which evaluates strengths, weaknesses, opportunities & threats 
· Strengths: internal capabilities, resources & positive situational factors that may help company serve its customers & achieve its objectives
· Weaknesses: internal limitations & negative situational factors that may interfere with the company’s performance
· Opportunities: are favorable factors/trends in the external environment that the company may be able to exploit to its advantage
· Threats: unfavorable external factors/trends that may present challenges to performance

Marketing Planning
· Involves choosing marketing strategies that will help the company obtain objectives
· Marketing plan is needed
· Marketing strategy: consists of specific strategies for target markets, positioning, the marketing mix & marketing expenditure levels

Marketing Implementation
· Strategies must be implemented properly
· Process that turns marketing strategies & plans into marketing actions to accomplish strategic marketing objectives (the who, where, when, how)

Marketing Department Organization
· In a large company, the department has many specialists such as product & market mangers, sales managers & sales people, market researches, advertising experts etc.
A) Functional Organization: different activities are headed by specialists such as sales manager or advertising manager
B) Geographic Organization: company that sells across company. Sales & marketing are assigned to specific territories
C) Product Management Organization: companies with many brands, products. Product Manger implements strategy for each brand/product
D) Market Management organization: sell 1 product life to many different markets organized around customer segments

Marketing Control
· Measuring & evaluating results of marketing strategies & taking corrective actions to ensure objectives are achieved
· Involves a 4 steps 
· Specific marketing goals
· Performance in marketplace
· Evaluating the causes between differences between expected & actual performance 
· Management takes corrective action to close the gaps between goals & performance

Return on Marketing Investment

· The net return from a marketing investment/ the costs of the marketing investment
· Companies setting marketing performance measures single display to monitor
· Using customer acquisition, customer retention, customer lifetime value & customer equity

Chapter 3 – Analyzing the Marketing Environment

· Target market & marketing mix operate in a constantly changing (and uncontrollable) environment
· Marketing environment: actors & forces outside marketing that affect marketing managements ability to build & maintain successful relationships with target customers
· By studying the environment marketers can adapt their strategic to meet new marketplace challenges & opportunities 
· Microenvironment: consists of the actors close to the company that affect its ability to serve its customers – the company, suppliers, marketing intermediaries, customer markets, competitors and publics (linked to company) 
 Directly related to Products/Markets

· Macro environment: consists of larger societal forces that affect the microenvironment – demographic, economic, technological, social, political & cultural, legal, natural 
 Broader / Long Term Effect 


The Microenvironment

· Must build strong relationships with the departments of the value delivery network

A) Company
· Companies differ in resources & objectives
· When designing marketing plans, they take into account other groups such as finance, R & D and all groups from internal environment
· According to the marketing concept, every department should “think customer” (even departments that don’t deal with customer facing such as finance)

B) Suppliers
· Very important link in overall value network 
· Provide resources needed by company to produce goods & services
· Must watch supply availability & costs (can affect sales, and customer satisfaction)
· Marketers treat suppliers as partners in creating & delivering customer value
· Ex: Ikea develops a robust network of suppliers partners that reliably provide more than 12,000 items in stock

C)Marketing Intermediaries
· Are firms that help the company promote, sell and distribute its products to final buyers
· Including resellers, distribution firms, marketing services agencies and financial intermediaries
· Resellers: distribution channel firms that help the company find customers & sell to them. These include wholesalers & retailers who buy and resell merchandise
· Physical distribution firms: help the company stock or move goods from their points of origin to their destinations
· Marketing services agencies: are marketing research firms, advertising agencies, media firms, & marketing consulting firms that help target & promote its products to the right markets
· Financial intermediaries: banks, credit companies help finance transactions
· Play important role in value network & pledge marketing support to company

D) Competitors
· Marketing concept that says that company must provide more value than its competitors
· Must gain strategic advantage by positioning their offerings strongly against competitors offerings in the mindset of consumers
· Not every strategy works for every company (depends on size)

E) Publics
· Groups that affect how we think
· Public: any group that has an actual potential interest in or impact on an organizations ability to achieve its objectives 	
a. Financial public: influences company’s ability to obtain funds such as banks or stockholders
b. Media public: group carries news & features such as magazines, television stations & newspapers
c. Gov’t Public: management must take gov’t developments into account. Consult layers on issues of safety
d. Citizen action Publics: company’s marketing decisions may be questioned by consumer organization or environmental groups
e. Local publics: includes neighborhood residents & community organizations. Large companies create departments to deal with issues 
f. General public: Company needs to be concerned about the general publics attitude toward its products & activities. Image affects consumer buying
g. Internal Public: includes workers, managers & Board of Directors. Company uses newsletters to inform & motivate
· Marketing can prepare marketing plan for any Public

F) Customers
· Most important by creating lasting relationships
· Many different markets such as consumers, gov’t, business, international, and resellers which are all consumers
· The aim of the value delivery network is to serve the target customers & create strong relationships with them

The Macro Environment 

· Identifying key trends & how it affects marketing mix & market
· Many forces that affect marketing plans

1) The Demographic Environment 
· Study of human population in terms of size, density, age, gender location
· Involves people & makes up markets
· The different generations buy differently ex: gen X, Gen Y, the millennial, the baby boomers etc.

2) The Economic Environment
· Economic factors that affect consumer purchasing power & spending patterns
· Nations vary greatly in their levels & distribution of incomes 
· Consumers used to spend a lot & now they are back to basics
· Have to pay attention to income/wealth distribution & what trends are occurring

3) Natural Environment
· Natural resources that affect marketing activities
· Global warming, water/air pollution, water shortage
· Ex: sun screen to protect from skin cancer (has to be much more available)
· Green movement affects marketers

4) Technological Environment
· Fast pace of change (short product life cycles)
· Forces that create new technologies, creating new product & market opportunities
· High cost of R&D
· Low Canadian investment in technology

5) The Political & Legal Environment
· Consist of laws, gov’t agencies & pressure groups that influence organizations & individuals in a society
· Consumer protection against unfair businesses
· Protection from unfair competition

6) The Cultural Environment
· Consist of institutions and other forces that affect a society’s basic values, perceptions, preferences, & behaviors.
· Core Values: working, honesty & marriage
· Secondary values: peoples views of themselves, nature

Chapter 4- Social Responsibility and communications strategy

I. Sustainable Marketing
· Calls for socially and environmentally responsible marketing that meets the present needs of the consumers and businesses while also preserving or enhancing the ability of future generations to meet their needs
· Needs of consumers vs. needs of the business
· Marketing concept (now, now)
· Societal marketing concept (future, now)
· Strategic planning concept (now, future)
· Sustainable marketing concept (future, future)

Social Criticisms of Marketing
Marketing’s impact on individual consumers

A) High prices
B) Deceptive prices (pricing, promotion, packaging)
C) High pressure selling
D) Shoddy, harmful or unsafe products
E) Planned obsolescence
F) Poor service to disadvantaged consumers

Marketing’s impact on Society as a whole
A) False wants/too much materialism
B) Too few social goods
C) Cultural pollution

Consumer actions to promote sustainable marketing
· Consumerism: organized movement of citizens and gov’t agencies to improve the rights and power of buyers in relation to sellers
· Environmentalism: movement of concern from businesses to sustain the well being of the environment
· Environmental Sustainability: management approach that involved developing strategies that both help the business and the environment
· Sustainable marketing principles:
· Consumer oriented marketing
· Customer value marketing
· Innovative marketing
· Sense of mission marketing
Social Marketing
· Holds that company should make decisions by considering consumer wants, company requirements, consumer long term interests and society’s long run interests
· Salutary products
· Deficient products
· Desirable products
· Pleasing products


Chapter 5: Managing Marketing Information

 Nature of marketing research:
· Systematic design, collection, analysis and reporting of data relevant to a specific marketing situation facing an organization (want to find good information about whose your customer and always look for Trends)
· Importance: Pre Decision (While were Planning) and Post Decision (after the sale) 
· Marketing intelligence: systematic collection and analysis of publicly available information about consumers, competitors and development s in the marketing environment
· Continuous process of gathering information
· Supports the “marketing concept”: Achieving Profitability by satisfying customers better than competitors


Types of Marketing Research
1. MARKET (research in the market place):
A) SALES RESEARCH: estimate sales potential (typically lower than the market potential since there are many competitors  because of the all the competition the sales potential may be lower)
· Sales forecasting: what you are likely to sell over the next “x” years. Helps you decide how much to produce when you have an idea of what sales will be. Need to know this because of production and equipment needed  Compare actual sales with the forecast
· Sales cycles: many companies have an annual cycle (ex. Air Canada: sales go up in the summer), can adjust the marketing mix in order to affect the sales cycle (ex. Lower prices in the spring so sales go up)

B) MARKET RESEARCH: want to try to estimate market potential/demand levels depending on the price (lower price means higher demand)
· Market share studies: look at which competitors have what share (large or small companies), and which share it is possible for you to get. Always some competitive product
· Market tests: before launching a new product, companies test it on a smaller scale to get feedback in order to make a better decision for the actual launch. This tests products on a smaller scale because they are not sure if the product will work or not.

2. MARKETING MIX
· ADVERTISING RESEARCH: focus on one appeal at a time. Create an image of who they as a company (ex. McDonalds focuses on different appeals in each of their ads; on being a “family” restaurant, being healthier, being convenient)
· “Copy research”: words, colors, sounds used in advertisements that people will notice/remember
· Media research: what medium of communication to use (TV, radio, internet, social sites etc…)

· PRODUCT RESEARCH:
· Prototype tests, product use tests: to find out how the product works, to find out how user friendly the product is (product technology trends)
· Packaging, sizes, shapes, colors, has to sell itself/stand out


· PRICING RESEARCH: which prices competitors have, if there is a trend in prices (usually very high at first since there is less competition and go down over time) Is there price movements or trends?


3. Environment
· BUSINESS, ECONOMIC, CORPORATE RESEARCH: short/longer term forecasts
· Trends: want to forecast where things are moving/in what direction. In the economy and how it is doing
· Location studies

· SOCIAL RESPONSIBILITY RESEARCH: find out what is important
· What do companies do by changing their products in order to be socially responsible? Ex. Being eco-friendly, serving healthier options at restaurants, etc..

 Marketing information systems
· Marketers must gain deep insights into what people need and want (to gain competitive advantage)
· Ex: Apple created IPod for music on the go and ability to download 1000 songs
· Customer Insights: understanding of customers in the marketplace derived from marketing information (basis for creating value/ relationships)

Marketing information system (MIS): people and procedures for assessing information needs, developing the needed information and helping decision makers to use the information to generate/validate actionable customer and market insights
· Balances the information users would to have against what they really need and what is feasible to offer
· Creates/maintains up to date data bases

- Organized approach to the continual gathering, analysis and dissemination of marketing-related data 
- Every company should have a marketing information system in place (marketing research should be continuous, not only for when something goes wrong)
- Assesses information needs:
· Regular basis: monthly, weekly, daily (ex. Checking how many hits the ad gets an a website) – sales data, complaints (customer service department)
· Special circumstances: relates to a specific problem

Sources/Types of data: 
1. Internal: based on data sources within a company. It can provide strong competitive advantage. Should always be compared to market/sales forecast and provides powerful customer insights.
· Comes from sources such as accounting (sales revenue, inventory..), production, customer service (complaints, recommendation, etc) & total sales – may want to break down (sales overtime growth rate)
· Pros: Assessing it is very cheap and quick
· Cons: data could be incomplete/ wrong for marketing & could become outdated quicly

2. External/Competitive Marketing Intelligence: Systematic collection & analysis of external data (data that is publicly available about consumers, competitors and markets)
It is Information outside the company that you need to gather on a regular basis – info about customers, technology markets, etc
· Sources: government, Statistics Canada….
- Tells you how your doing compared to others

Use of models:
· Look at and combine data in a certain ways to help make judgments
· Models assume certain relationships among types of data (ex. Sales quotas, sales forecasts)
· Examples of sales forecasting methods: trend projection, determinant based model, A-T-R (awareness, trial, repurchase)


Marketing Research: 
· Formal study of a specific situation, when internal data and marketing intelligence is not enough
· Marketers need formal studies that provide customer & market insights for specific situations and problems (Gives insights on motivations and behavior)

Need to plan research process: should be as objective as possible
· Right problem
· Appropriate methods (size/sample)
· Minimum cost
· Use scientific method

THE MARKETING RESEARCH PROCESS
1. PROBLEM DEFINITION
Symptoms vs. problem – not always as obvious  
· (Ex: Symptom could sales going down caused by the problem of the advertising turning people off, new competitors coming out with better products, or prices being too high, etc.

- Must work closely to define problem & agree on research objectives (It is usually the hardest step  something is wrong and do not know the causes)
- After problem is define the 3 research objectives must be set :
A) Exploratory Research:  gather preliminary information that helps define the problem/ suggest hypotheses
B) Descriptive Research: marketing research to better describe problem and situation
C) Causal Research: marketing Research to test hypotheses about cause effect relationship

2. SITUATION ANALYSIS
- Size up situation: become as familiar as possible with the problem. Speak to informed personnel outside firm
- Gather/analyze secondary data
· Data that is already available in some form such as magazines or stats can
· Why use secondary data: relatively inexpensive, quick access

Result: redefine or define problem more precisely
· Solve the problem at a low cost
· Develop preliminary research plan

3. FORMAL RESEARCH PROJECT
· State hypotheses (cause-effect relationships)
· Develop written proposal for research plan
· Collect primary data: raw data that you collect yourself for the purpose of dealing with this specific problem – only useful for that problem. This is a more expensive method

3 methods for collecting Primary data:
· OBSERVATION: observing relevant people, actions and situations. Ex: Family Dollar might evaluate new store locations based on neighborhood conditions (provides information that people are willing /unwilling to provide. 
· Ethnographic research: Form of research that involved sending trained observers to watch & interact with consumers in natural environment 
· SURVEY: asking people questions about their knowledge, attitudes, and preferences and buying behavior. Best approach for gathering descriptive data and is very flexible (used for any type of situation) 
· Qualitative: focus groups
· Quantitative: Telephone

· EXPERIMENT: selecting matched groups of subjects, giving them different treatments, controlling other factors and checking the differences between group responses
· Manipulate variables & Market Tests
· Tries to explain cause effect relationships

4. ANALYZE AND INTERPRET DATA
· Additional analysis (process of actually analyzing it)
· Managers may need help applying the data to gain insights that will improve decisions
· Once the information has been processed & analyzed, it must be made available to the right decision makers at the right time

Customer relationship management (CRM): managing detailed information about individual customers and carefully managing customer touch points to maximize customer loyalty
· Touch points: customer purchases, website visits, payment interactions (any contact between the customer and a company)

5. INTERPRET AND REPORT FINDINGS
- Show how results relate to problem
- Apply results

 Risk and problems
No certainty (only levels of uncertainty)
No perfect data (large enough sample)
Cost vs. value of more information
Proprietary information: it is difficult to get personal information








 

Chapter 6 – Consumer markets & Consumer Behaviour


· Consumer buying behavior: the buying behavior of final consumers – individuals & households that buy G/S for personal consumption
· Consumer Market: all of the individuals & households that buy or acquire G/S for personal consumption
· All consumers vary in age, income, education level & tastes which makes them purchase differently

1. What is Consumer Behaviour?

· Given all the characteristics (social, cultural, personal & psychological) affect consumer behavior, how do we best create our marketing efforts to reach consumers most effectively?
· Study of consumer behavior: ongoing process that starts long before the consumer purchases a product/service & continues long after they consume it
· The marketer must be aware of issues before, during after the sale to build brand loyalty & long lasting relationships with consumers
· All models try to predict behavior
· Review issues during consumption process

2. Factors Affecting Consumer Behaviour

· Consumer purchases strongly affected by social, cultural, social, personal & psychological characteristics (they cannot control these factors but must take them into account)

A) Cultural Factors
· Culture: set of basic values, perceptions, wants & behaviors learned by a member of society from family or other important institutions
· It is a basic cause of a person’s wants & behaviors
· Cultures vary from country to country & marketing efforts must be adjusted accordingly
· Subculture: group of people with shared value systems based on common life experiences & situations. This includes religions, nationalities, racial groups or ethnic groups
· Core values remain stable but secondary values may change
· Regional subcultures:  marketers may develop distinct programs for the different provinces in Canada, sizes, varied geographic features & climate have all shaped efforts (Location & economy affect marketing)
· Founding nations: Canada has 3 – aboriginal people, the English & French. Unique Differences creates different buying behaviors across Canada because of different history & language
· Ethnic consumers: marketers have to take into account different types of ethnicities. For example, people with Chinese background are 4% of Canada’s population and we have a large black population
· Mature consumers: Canada’s working age population is dominated by older individuals (those are the ones with higher income & expendable cash)

B) Social Class
· Relatively permanent & ordered divisions in society whose members share values, interests & behaviors
· Determined by a combination of factors such as income, wealth, occupation, & education
· People with same class have similar buying decisions
· Five Basic Classes (Upper, Upper Middle, Lower Middle, Upper low, lower-lower)

Groups & Social Networks
· Small groups influence a persons behavior 
· Group: 2 or more people who interact to accomplish a mutual goal
· Membership group: have direct influence
· Reference group: face-to-face in forming behavior, people are often influenced by this group. They either belong to this group, want to belong to this group or look to them when making decisions. There are 4 types:
· Automatic ex: Racial
· Voluntary ex: Student
· Anticipatory ex: Want to be a part of
· Dissociative ex: Don’t want to be seen with
· Marketer try to identify reference groups of their target market & they vary across brands/products
· Impact of reference groups: Who uses it? OR Product Characteristics?
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Word of Mouth Influence & Buzz Marketing
· Personal words & recommendations of trusted friends, colleagues tend to be more credible than ads or sales people
· Most WOD happens naturally & marketers can help to create positive conversations about their brands
· Opinion leaders: a person with a reference group who because of a special skill, knowledge, personality, exerts a social influence on others (people listen when they talk & marketers use them)
· Buzz marketing: involves enlisting/creating opinion leaders to serve as “brand ambassadors” who spread the word about a company’s products
· Use ambassador programs in an attempt to turn everyday customers into brand evangelists
· Online social networks: online social communities where people socialize & exchange information or opinions. Ranges from blogs & message boards (craigslist) to social networking (FB, Twitter). Marketers want to interact with customers
· Family: can strongly influence buying behavior. Marketers are interested in roles/ influence of husband, wife, & children on purchase of G/S
· Varies widely by product category & by stage in the buying process
· Role & Status: person belongs to many groups such as family, clubs, organizations, online communities
· Role: consists of activities people are expected to perform according to people around them (each role carries a status reflecting the general self esteem given by society
· Family Life Cycle: age, marital status, Number of children (+Income) all affects buying. Each person moves through predictable family stages 
· Marketers develop life cycles stage plans for their target markets. When the life stages change  so do buying behaviors (single, Married, married with children etc.)


C) Personal Factors
· Age & Life Cycle (see above)
· Occupation: Person’s occupation affects the goods they buy. Companies can choose to specialize in specific occupation such as Moore’s Men store (more for business professionals)
· Economic situation: marketers watch trends in saving, interest rates & consumption
· Lifestyle: Person’s pattern of living as expressed in his activities, interests & opinions. It involves measuring activities (work, hobbies), interests (food, fashion) and Opinions (about themselves, business, social issues).
· Profiles a person’s whole pattern of acting & interacting
· Helps marketers understand “changing” consumer values & how affects buying  buying products is like buying values/lifestyles
Ex: Middle-aged men with sports car
D) Psychological Factors
Motivation
· Person that has many needs, some are biological, hunger, thirst, discomfort
· Others are psychological arising from need, recognition, belonging

Motive: is a need that is sufficiently pressing to direct the person to seek satisfaction of the need

1) Sigmund Freud’s Theory
· People unaware of real psychological forces shaping their behavior
· People repress urges & comes out in dreams & psychosis
· Person’s buying motives are affected by subconscious motives that even the buyer may not fully understand
· Motivation Research: research designed to probe consumers’ hidden subconscious motivations. Uses a variety of probing techniques to uncover underlying emotions & buying situation. 

2) Abraham Maslow’s Theory
- List of basic needs from which to derive motives
- Thought to explain why people are driven by particular needs at particular times
- Human needs are arranged in a hierarchy
- Most pressing at bottom to least pressing at top
- Tries to satisfy most important 1 and then moves on & comes into play

1. Self Actualization (Become what you wanted)
2. Esteem Needs (Self Esteem & Recognition)
3. Social Needs (Need for love, friendship & sense of belonging)
4. Safety Needs (Need for Protection: health, exercise, security)
5. Physiological Needs (Food, Drink, Hunger & Thirst)

Perception
· The process by which people select, organize & interpret information to form a meaningful picture of the world
· How person acts is influenced by his perception of the situation (sight, smell, touch, taste)
· People from different perceptions of the same stimulus because of 3 perceptual processes

Selective Processes
A) Selective Attention
· Tendency for people to screen out most of the information to which they are exposed  means marketers must work hard to great consumers attention

B) Selective Distortion
- Describes the tendency of people to interpret information in a way that will support what they already believe. Retain information that supports their attitudes & beliefs. It is important to do an in depth study of consumers

C) Selective Retention
- Consumers are likely to remember good points about a brand they favor & forget about competing brands
* Marketers must work hard to get message across (they worry about whether their messages will be perceived at all)

Learning
· Change’s in an individual’s behavior arising from experience (learning occurs through the interplay of drives, stimuli, cues, responses & reinforcement)
· Drive: strong internal stimulus that calls for action & becomes motive when directed toward a particular stimulus object
· Cues: minor stimulus that determine when, where & how the person responds (hearing of special sales)  when experience is rewarding response will be reinforced (greater probability of buying Nikon Products)

· Marketers can build up demand for a product by associating with strong drives, cues & positive reinforcement

Beliefs & Attitudes

Belief: a descriptive thought that a person has about something. Marketers are interested in because they make up product & brand images that affect buying behavior

Attitude: person’s relatively consistent favorable or unfavorable evaluations, feelings & tendencies towards an object or idea (liking or disliking of things)

Types of Buying Decision Behaviour

A) Complex Buying Behaviour
· In situations consists of high consumer involvement in a purchase & significant perceived differences among brands
· When product is expensive, risky, purchase infrequently & high self expressive (highly involve)
· This buyer goes thru learning process, beliefs about product, attitudes, & making thoughtful purchase choice

B) Dissonance Reducing Buying Behaviour
· Consumer buying behavior in situations is characterized by high consumer involvement & few perceive significant brand differences
· Expensive, risky & infrequent  Ex: purchasing carpeting (buy quickly & respond to good price & convenience)
· To counteract post purchase dissonance, marketers should communicate w/ consumers regarding purchase

C) Habituel Buying Behaviour
· Occurs under conditions of low consumer involvement & few significant brand differences
· Ex: With most low cost, frequently purchased items such as table salt (becomes habit over time & not loyalty)
· Repetition creates brad familiarity rather than conviction
· Consumers do not evaluate the brand
· Marketers use price & sales promotion to promote buying & add product features ex: Charmin use ultra strong wet versions

D) Variety Seeking Buying Behaviour
· In situations characterized by low consumer involvement but significant perceived brand differences (consumers do a lot of brand switching)
· Buying cookie brand, evaluate brand than try another brand (sake of variety not dissatisfaction)
· Companies will either flourish shelves or try to compete with lower prices, deals

The Buyer Decision Process
· How consumers make buying decisions
· Marketers need to focus on entire process not just purchase decision

1. Need Recognition
· Recognize problem or need
· Internal stimuli: persons normal need such as hunger rises to a high level to become a drive
· External stimuli: seeing car ad and wanting to buy car. Marketers should do research here to find out what consumers need or problems arise

2. Information Search
· Consumer aroused to search for more information
· If drive is strong & satisfying product near they will likely purchase
· Once need is identified, the search for information begins from personal sources, commercial (ads), public (media), experimental (using product)
· Most information from commercial sources (marketing) but most effect is personal

3. Evaluation of Alternatives
· Consumer uses information to evaluate alternative brands in the choice set (several processes are at work)
· Marketers should study buyers to find out how they actually evaluate brand alternatives
· If aware they can take steps to influence the buyers decision

4. Purchase Decision
· Buyer decision about which brand to purchase
· Actual purchase
· Purchase intention vs. purchase decision
· Attitudes of others
· Unexpected situational factors ex: expected income
· EX: economy dropping & lower prices

5. Post Purchase Behaviour
1) Process which consumers take action post purchase based on their satisfaction or dissatisfaction with a purchase
· Their satisfaction or not is based on consumers expectations & the products perceived performance. All part of Expectancy Theory
· Product falls short = dissatisfied
· If meets expectations = satisfied
· Above expectations = delighted
· Sellers should promise ONLY what they can deliver

2) Cognitive Dissonance: discomfort caused by post purchase conflict. Consumers not satisfied with benefits.
· Feel uneasy about the drawbacks of chosen brand & losing benefits of brand not purchased. 
· Marketers aim to delight consumers
· Should encourage customers to complain - learn how there doing & what to fix

Marketing implications: If consumers are not buying a product 
- marketers must either change consumer perceptions or change the product





CHAPTER 8: Market segmentation, targeting and positioning)

Why market segmentation and not mass marketing?
Mass marketing: makes sense economically (lower costs due to economies of scale).  Lower prices increase demand (more quantity with a lower price). Creates one product for everyone, which some people may not want.

Market Segmentation:
· Buyers: numerous, widely scattered and varied in their needs/buying practices
· Must respond to needs/wants more specifically
· Involves dividing customers into smaller segments of buyers with distinct needs and characteristics/ behaviors that require separate marketing strategies & mixes

STEPS IN MARKET SEGMENTATION, TARGETING AND POSITIONNING
Market segmentation: dividing market into distinct groups with distinct needs, characteristics or behaviors that might require separate marketing strategies or mixes that can be reached more efficiently. Recognizes differences in customers & creates marketing mix for each one
Market targeting: the process of evaluating each market’s attractiveness and selecting one or more to enter
Market positioning: creating a clear, distinctive and desirable position in the consumer’s mind relative to competition. Differentiation: Involves actually differentiating the firms market offering to create superior customer valuable (who are we? why should you buy our product?)

MARKET SEGMENTATION

Bases for Segmentation
· Assumption: customers are different/similar and therefore they have different/similar wants. Ex. Packaging- men vs. women. They are similar in the group and different among groups
· Objective: identify “homogeneous” groups (all the same)
· Approach: use customer related variables

Bases for Segmentation  CONSUMER
· Consumer descriptive variables:
· Demographics – age, gender, religion, race, family size, income, family life cycle stages etc
· Geographic – nations, regions, provinces, countries, cities, neighborhoods
· Psychographic- social class, lifestyle,ctivities, interests, opinions

· Consumer Behavioral Variables:
· Occasions – when buyers get the idea to buy, actually make their purchase, or use the purchased item (helps firms build product usage)
· User status – non-user, ex-user, potential user, regular user…
· Benefits Sought – customers seek different benefits from product & look for brands which deliver this benefit
· Usage rate - light, medium, heavy product users 
· Loyalty –customers can be loyal to brands, stores and companies (buyers divided among their degree of loyalty)
· Completely loyal (one brand only)
· Somewhat loyal (favor 2/3 brands and alternate)
· No loyalty (different brand each time)

How to Segment Markets Effectively
· Use determining variables (use multiple bases)
· Use multiple dimensions
A) Cluster Analysis (creating Groupings)
· Use customers who are similar on several variables
· Create homogeneous groups of customers
· Homogeneous within, and heterogeneous between
· Combine variables to have more specific data to analyze and better to understand segments

Criteria for Successful Segmentation (MASAD)
· Measurable: The size, the purchasing power & profiles of the segments can be measured
· Accessible: market segments can be effectively reached and served
· Substantial: market segments are large or profitable enough to serve (must be large homogeneous group)
· Actionable: effective programs can be designed for attracting & serving the segments
· Differentiable: segments are different and distinguishable & respond differently to marketing efforts and programs

TARGET MARKETING
· Evaluating market segments: looking at 3 factors:
· Segment size & growth
· Segment structural attractiveness
· Company objectives and resources
· Major Structural forces (has to match with company objectives & resources)
· Strong competitors
· Substitute products
· Power of buyers
· Powerful suppliers 
· 
FOUR KEY STRATEGIES
1. Undifferentiated Target Marketing
· For uniform products / also called “mass marketing” /“combined approach”
· A market coverage strategy in which a firm decides to ignore market segment differences and go after the whole market with one offer
· Focus: what is common to all segments? Ignores differences
· PROS: costs less, lower prices, more customers
· CONS: less likely to succeed in the long run, not really responding to customer needs (not responding to specific needs) 

2. Differentiated target marketing
· Firm decides to target several (two or more) market segments and designs separate marketing offers for each
· PROS: responding specifically to customer wants, likely to get a competitive advantage 
· CONS: higher costs, danger of over segmenting 
· Uses: want to cover an entire market 

3. Concentrated target marketing
· When the firms resources are limited
· Firm goes after a large share of one or a few segments/niches
· Niches relatively smaller then segment and may attract only one or few competitors (want to get large % of small proportion market)
· PROS: Relatively few competitors (ex. Luxury cars), large % of small market, brand loyalty 
· CONS: risky, all eggs in one basket (may lead to limited growth)

4. Micromarketing
· Tailoring products and marketing programs to the needs and wants of specific individuals and local customer groups
· Used a lot in business to business services  services are easier to adjust you can customize for a particular use)
· LOCAL MARKETING: tailoring brand and promotions to the needs and wants of local customer groups- cities, neighborhoods, stores. CONS: can drive up manufacturing/marketing costs

· INDIVIDUAL MARKETING: tailoring products and marketing programs to the needs and preferences of individual customers – also called “mass customization” which is process by which firms interact with one to one with masses of customers to design products & services 
PROS: more effective response for that specific customer group
CONS: costly/not known in total market place

III PRODUCT POSITIONING & DIFFERENTIATION

· Company must divide value proposition  how it will create differentiated value for segments & what positions it wants to occupy in those segments
· It is the process of designing a product so that occupies a distinct and valued place in the customers mind, relative to customers
· Assumption: customer buys a bundle of attributes
·  Key concern: create mental map for customers in terms of product attributed (want brand in customers mind)

PRODUCT SPACE MAP:
· Focus on how product qualities is different from competitors
· Ex. Perceptions of different brands of soap
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CHOOSING A POSITIONNING STRATEGY
1. ID Competitive Advantages (differentiation)
· Advantage gained over competitors by offering/delivering superior value (either by lower prices or more benefits)
· Achieving this requires differentiating company’s marketing offer and actually delivering the value of the positioning

Sources of Competitive Advantage: 
· Differentiation happens thru product, services, channels or image
· Product Differentiation: through Features, Durability, Performance, Reliability, Conformance and style
· Service Differentiation: the little things that make a different ex: customer service
· Personnel Differentiation: how the company treats customers ex: at a bank or hotel
· Image differentiation: what we see! Such as apple products
· 
2. Choose “right” competitive advantage
· How many differences to promote?
· ONE: Develop unique selling proposition 
· Aggressively promote one key benefit
· PROS: message gets across easily,  & clearly differentiated
· CONS: can be too simplistic/ customers may want more and not enough compared to competitors
· EX: Wal-Mart promotes its low prices

· MULTIPLE: Differentiate multiple benefits
- May be necessary if 2 or more firms are claiming the best on same attribute (becomes very competitive)
· PRO: likely to reach larger group
· CON: can lead to confusion if taken too far

· Which differences to promote: 
· Not all are worthwhile, must satisfy the following criteria 
· Important (value to consumers), distinctive (different than competitors), superior (better than competitors), communicable (able to communicate it), pre-emptive (competitors cant copy) , affordable (buyers can afford it), profitable IDSCPA
· Three Positioning errors
· Under positioning: focus on one feature or benefit- not enough
· Over positioning: focus on too many and try to offer to everyone
· Confused positioning: throw things out without thinking

3. Select Overall Positioning Strategy
· All about the product
· The full positioning of a brand is called the value proposition
· VALUE PROPOSITION: the full positioning of a brand, the full mix of benefits upon which it is positioned  the answer to the customer’s question “WHY should I buy your brand”

Five Wining Value propositions
1. More for More: providing upscale products for a higher cost. High in quality & prestige such as Rolex watches
2. More for Same: introducing comparable quality at a lower prices. When you buy for the brand (No name v.s Brand)
3. Same for Less: discount stores such as Wal-Mart use this. Do not offer better products but offer the same products specialty stores offer but just at lower costs
4. More for Less: most companies claim to do this and some actually do. Hard to sustain it all in the long run. Ex: bulkbarn or costco
· Companies must adopt strategy designed to serve needs and wants of its target markets

Delivering the Chosen Proposition
· Marketing mix efforts must support the positioning strategy
· Calls for action and you must actually deliver
· Must all complement the proposition
· Position must evolve gradually with the changing marketing environment




Chapter 9: Products/Services and Brands: Building Customer Value

I. 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. Referred to intangibles (services) or tangibles (products)  bundle of goods and services that are part of marketing mix

Services: an activity, benefit or satisfaction offered for sale that is essentially intangible and does not result in the ownership of anything

Products, Services and Experiences

· Products are key element in overall market offering by bringing value by the planning of overall Marketing Mix
· Market offering: both goods and services
· Companies are creating experiences because they are an important part of marketing
· Companies are buying what those offers will DO for them

Levels of Product and Services
· Thought on 3 levels that each add more value

A) Core Customer Value/Core Benefit
· Core problem solving benefit that customer is buying
· Most basic level
· Marketers must define core these benefits that customers seek
· Ex: buying blackberry is freedom and on the go connectivity

B) Actual Product
· Must be created by the company
· Must turn core benefit into actual product
· Email, voicemail, internet, taking pictures
· Need to develop product, service, design, quality level and brand name
· Ex: Blackberry name, parts and styling have been combined to deliver core customer value
C) Augmented Product
· Helps differentiate products from competitors
· Must build around core benefit & actual product by offering additional consumer services & benefit such as installation services
· Ex: blackberry provides warranty on parts & repair services (after sale service)
*Complex bundle of benefits that satisfy needs
*Potential Product  all possible extensions and Augmentations 

Product and Service Classifications
· Fall into 2 broad categories based on the types of consumers that use them 

Consumer Products
· Products/services bought by final consumers for personal consumption
· Consumers use them in different ways and must be marketed differently

1) Convenience Products
· Buy infrequently, immediately and minimal comparison and buying efforts (a lot of brand substitution)
· Low priced and are put in spots that are very available to customers
· Low involvement/few brand differences
· Marketing implications: intensive distribution, price specials
· Ex: toothpaste, magazines, and laundry detergent

2) Shopping Products
· Consumer lacks knowledge and shops around
· Less frequently purchased that consumers compare on brands price, quality and style
· A lot more planning and effort gathering information because of higher price 
· Usually distributed through few locations but there is sales staff to help the decision
· Complex or dissonance reducing behavior
· Ex: appliances, TV, furniture 

3) Specialty Products
· Consumer has complete knowledge (special effort to buy)
· Goods and services with unique characteristics or brand identification, for within a significant group of buyers is willing to make a special purchase effort
· Buyers do not compare specialty products and invest only where they may have the wanted products
· Price is stable, exclusive distribution, brand name, promotion is through publicity/media
· Ex: specific brands of cars (Lamborghini) and luxury goods (Rolex)

4) Unsought Goods
· Don’t think about buying it
· Products consumer either doesn’t not know about or knows but does not usually consider buying them (aggressive selling or ads)
· Ex: life insurance, or preplanned funeral services

Business Products
· Those purchases for further processing or for use in conducting a business
· Consumer product vs. business  difference is based on the purpose

1) Materials and Parts
· Include raw material and manufactured parts
· Raw materials consist of farm products (wheat and cotton), natural products (fish and lumber) and component materials (iron and yarn)
· Sold directly to industrial users (price and service are major marketing factors)

2) Capital Items
· Business products that aid in the buyers production or operations including installations, accessory equipment
· Installations: factories and offices
· Fixed equipment: generators and drill presses
· Accessory equipment: portable factory, tools and office equipment (computers and faxes)

3) Supplies and Services
· Include supplies and services
· Supplies:   
· A) Operating supplies (coal and paper)
· B) Repair items (paint and nails)
· Supplies are the convenience products of the industrial field  purchased with minimum effort
· Services:
· A) Maintenance/repair (cleaning)
· B) Advisory services (legal – under contract)


Organizations, people, places and ideas

Organization marketing: activities undertaken to create, maintain, or change the attitudes and behavior of target consumers toward an organization (used for profit and non profit organizations)

Person marketing: activities undertaken to create, maintain, & change attitudes or behavior toward particular people (ex: used by doctors, lawyers and prime ministers)

Place Marketing: activities undertaken to create, maintain or change attitudes toward a particular places (ex: cities try to attract tourists)

Social marketing: use of commercial marketing concepts & tools in programs designed to influence individuals behavior to improve their well being and of society (ex: programs such as public health campaigns


II. Product & Service Decisions

· Make decisions at 3 levels

A) Individual Product/ Service Decisions

Product Attributes/Services
· Involves defining the benefits it will offer
· Benefits are communicated through quality, features, style and design

A) Product Quality 
· Characteristics of product that bear on its ability to satisfy stated or implied customer needs
· Has direct impact on performance  linked to value & satisfaction
· Quality: creating value/satisfaction

· Total Quality Management: an approach in which all of the company’s people are involved in constantly improving qualities of products/services (has two levels: Level and Consistency)
· In developing product: must choose quality level that supports product position and target market
· Performance Quality: ability of a product to perform its functions and perform quality consistency

B) Product Features
· Offered by varying factors
· Can add features (increases level models)  to create original
· Features are a competitive tool for differentiating products from competitors
· Company should assess value of features versus the cost it causes to the company

C) Product Style/Design
· Another way to add value
· Style: appearance of product (doesn’t make it perform better)
· Design: heart of the product  contributes to usefulness of product and looks
· How customers use it and how they will benefit

I) Branding
· Name, sign, symbol or combination of these that identifies the products or services of 1 seller/groups of sellers and differentiates them from those competitors
· Adds value to product
· Customers attach meanings to brands and develop brand relationships ex: Coke over Pepsi (brand imagery)

II) Packaging
· Activities of designing/ producing the container or wrapper for a product
· Increase competition/ clutter has lead that packages must perform sales tasks (can increase sales)
· It lowers consumer frustration, package waste and energy usage


III) Labeling
· Range from simple tags attached to products to complex graphics that are part of the packaging
· Goals:
· Identifies the product/brand ex: Sunkist
· Describes things (By who, where and when)
· May promote brand, support positioning and connect with customers
· Can support brand positioning and add personality
· Problems: creates false hopes and false ingredients and not enough safety warnings

 Product Support Services
· Customer service is another element of product strategy (can be minor, major part of offering)
· Part of overall brand experience

Steps
1) Designing services to survey customers periodically to assess value of current services and obtain ideas for new ones
2) Take steps to fix problems  add new services (to delight and create products)

Product Line Decisions

Product line: group of products that are closely related because they function in similar manner/are sold to same groups/marketed through same types of outlets/ or fall within given price range

A) Product Line Length: # of items in product line
· Too short: increase profits by adding products
· Too long: increase profits by lowering products
· Always need to be re-evaluated
· Influenced by company goals and objectives 

B) Line Filling or Line Stretching is a way to expand product line
· Line Filling: adding more items within present range of the line (for increase in profits, satisfying dealers,)
· It is overdone if confuses customers
· Product line stretching: when a company lengthens its product line beyond its current range 

· Upward: add prestige, attracted increase in growth rate
· Downward: companies at upper end of the market can stretch down to responding to competitor attack or add lower products
· Both Directions: adding items and stretching to both ends

Product Mix Decisions
· Organizations with several product lines has a product mix
· Product Mix (product portfolio): set of all product lines & items that a particular seller offers for sale

Four Dimensions

A) Product Mix Width: refers to the # of different product lines the company carries
B) Product Mix Length: total # of items a company carries within its product lines
C) Product Mix Depth: # of versions offered for each product in the line 
D) Consistency of Product Mix: refers to how closely related the various product lines are in end use, production, distribution etc.
**Shapes Product Strategy


3) Services Marketing
· Requires more knowledge intensive and created through government, non profit and businesses

Nature/characteristics of a service

Service intangibility: cannot be seen, tasted or felt smelled before bought. Consumers look for symbols and draw conclusions. Services are also sold produced and consumed

Service inseparability: services cannot be separated from providers (people/machines). The producer and customer affect service outcome

Service variability: quality depends on who provides it and when, where and how

Service perishability: services cannot be stored for later sale or use

The Service Profit Chain
· Chain that links service firm profits with employee and customer satisfaction
· Internal service quality: superior employee selection and training, a quality work environment
· Satisfied and productive service employees are satisfied and loyal
· Greater service value: more effective and efficient customer value creation and delivery
· Satisfied loyal customers: who remain loyal, repeat buys and refer others
· Profits/growth: superior service firm performance


REQUIRES:

1) Internal Marketing (employees and company): motivating customer contact employees and supporting service people to work as a team to provide customer satisfaction
2) Interactive Marketing (company and customers): training service employees in the fine art of interacting with clients to satisfy needs
3) External Marketing (Employees and customers)


Managing Marketing Differentiation
· Lots of competition
· Care less about provider  more about price
· Solution offer differentiated offer, delivery and image

A) Offer: Innovative features
B) Delivery: reliable contact people
C) Image: symbols/branding


Managing Service Quality
· By differentiating consistently increase quality than its competitors provide (customer driven)
·  Customer retention best measure of quality
· Value increases service quality standards
· It can turn angry customers into loyal ones (more customer purchasing than if things has gone well)

Managing Service Productivity
· Pressure to increase service productivity
· Train employees/hire new ones
· Can increase quantity which will decrease quality
· Can harness power of technology
· Don’t want to reduce quality
** Don’t take service out of service (must be mindful)


4.Branding Strategy: Building Strong Brands

· Brands as major asset
· Value of brand is important
· Key strategies building/managing product brands

1. Brand Equity
· A positive equity: react favorably
· Key element in company’s relationships with consumers
· Represent consumers perceptions and feelings about product and performance
· Brand Equity: differential effect that knowing the brand name has on customer response to the product and its marketing
· Vary in amount of power they hold in market

Ad Agency Young & Rubicants Brand Asset Valuator measures Brand Strength along 4 dimensions:

· Differentiation: What Makes brand stand out
· Relevance (how consumer feel it meets their needs)
· Knowledge (how much consumers know about brand)
· Esteem (how highly consumers regard/respect brand)
· Strong brand identities rate high on each and become a valuable asset
· Brand equity depends on customer equity


Building Strong Brands

· Poses challenging decisions
· Brand strategy involves brand positioning, brand name selection, brand sponsorship and brand development

1. Brand Positioning
· Marketers need to position brand’s clearly in minds of target customers
· 3 levels: positioning brand on either product attributes, benefits, or beliefs & values
· Is the promise to deliver the intended value

2. Brand Name Selection
· To decide must review product, its benefits, target market, and proposed marketing strategies
· Desirable qualities
1) Suggest about products benefits & qualities
2) Easy to pronounce, remember and recognize
3) Name should be distinctive
4) Should be extendable
5) Name should translate easily into foreign languages
6) Should be Capable of registration & legal protection
* Should be built around the meaning of the brand

3. Brand Sponsorship
· Manufacturer has 4 sponsorship options
· Product may be launched as a
· National Brand (manufacturers brand)
· Private Brand (Store brand / distributers brand)
· Licensed Brands
· Co Brand (Companies Join Forces)

National Brand V.S Store Brand
· Store brand: a brand created and owned by a reseller of a product or service (which are usually good during bad times  More price Conscious  Less Brand Conscious)
· Retailers price store brands lower than national brands
· National brands need to sharpen value proposition
· Long term: invest in R&D to bring out new features and improvements  need strong ad campaigns

Licensing
· Some companies license names /symbols previously created by other manufacturers, names of celebs or characters popular names
· For a fee, any of these can provide instant brand name

Co- Branding
· Occurs when 2 established brand names of different companies are used on the same product
· Create broader consumer appeal and increase brand equity
· Join together strengths ex: Timmies and Coldstones
· Allows expand its brand into a category
· It might otherwise have difficulty entering alone
· Complex and legal contracts are required
· Must coordinate all activities to be successful (accounting, marketing)

4. Brand Development

· Has 4 choices in development

1. Line Extension
· When a company extends existing brand names to new forms, colors, sizes, ingredients of an existing product category
· Ex: coke offering diet and regular
· Works best when it takes sales away from competing brands

2. Brand Extension
· Extending a current brand name to new or modified products in a new category 
· Ex: special K has cereals, shakes and bars

3. Multi-brands
· Different brands in same product category
· P&G has detergent brands (Tide) and shampoo (Pantene) brands

4. New Brands
· Existing brands lower, new brand is needed
· Ex: Toyota created the separate scion brand, targeted towards millions of consumers
· Companies focusing on brands that will work

Managing Brands
1) Brand Positioning
· Creating brand awareness, preference and loyalty
· Ad campaigns help name recognition, brand knowledge and some brand preference
· All about managing touch points
· Everyone must live in the brand (internally also)
· Need to audit strengths/weaknesses (to learn about company)



CHAPTER 10- Product Life Cycle & New Product Development

1. Product Life Cycle (PLC)
A) Descriptive model of stages of the market acceptance of a product
· Course that a products sales and profit take over its lifetime

B) Characteristics/Assumptions
· PLC starts with new to world product
· “Product”  Category, form, brand (class)
· Industry sales over time
· S Shaped Curve
· Shape inevitable (from biology)
· Stages/cycles varies in time

PLC Distinct Stages

1. Product Development: company develops new product idea. Sales are zero and investment costs rise
2. Introduction: slow growth sales as the product is introduced in the market. Profits are non existent because of costs of product introduction
3. Growth: period of rapid market acceptance and increasing profits
4. Maturity: period of slowdown in sales growth because the product has achieved acceptance. Profits level or decrease because of marketing costs to ward off competition
5. Decline: period when sales fall off and profits drop

Discussion of PLC
· Sales
· Competition
· Profits
· Not all products follow all 5 stages
· Some introduce then die, some stay in mature, some enter decline and then go back through strong positioning and promotion
· The PLC Concept can describe a 
· Product Class ex: gas cars (longest life cycles)
· Product Form ex: Suv’s (standard PLC shape)
· Brand ex: Ford Escape (changes quickly because of competition)

PLC and Fashion, Style and Fads

Style: Basic/distinctive mode of expression ex: appear in homes such as colonial/ranch
Fashion: currently accepted/popular style in a given field (grow slowly, remain popular, then decline) Ex: Business attire
Fads: Temporary period of unusually high sales driven by consumer enthusiasm and immediate product/brand popularity

* Can use PLC framework to see how markets work so they can develop good marketing strategies
* Innovation is key to growth

Stages of PLC Expanded

1. Introduction Stage

· Starts when new product is launched
· Sales: sales are low and are slowly increasing
· Competition: not very many competitors (no one knows about product)
· Profits: low or negative profits because of high distribution and promotion expenses

2. Growth Stage
· If new product satisfied the market it will enter a growth stage
· Sales: rapid increase and rising sales (intrigued by product)
· Competition: increased competition: lots of imitators 
· Profits: profits increasing, sales increasing and costs are decreasing
· To sustain Growth: improve quality & add features, enter new markets and create new distribution channels
· Educating the market is a goal but company must also meet the competition

3. Maturity Stage
· Sales increasing at a decreasing rate  Products sales growth SLOWS/LEVELS OFF
· Can last a long time/ longer than other stages
· Amount of competitors is decreasing
· Profits: Company is spending money to change/improve the product to get people to replace their old one  profits are going down because costs are going up
· Well established competitors stay only

4. Decline Stage
· Stage where products sales decline
· People either get bored or something new/better comes out
· Can be a long/slow decline or quick
· Large companies will be the first to leave the market if decline is forecasted
· Sales: slow or fastly decrease (inevitable)
· Competition: market gets smaller and only specialists remain
· Profits: turbulent losses  harvest products that do good and let go of ones that are declining. If the harvesting is successful that will increase profits

**RELATED TO BCG APPROACH:
 STAR = MARKET GROWTH
 CASH COW = MATURITY
 QUESTION MARK = INTRODUCTION
DOG = DECLINE

Uses of traditional product life cycle:
· Sales forecasting : short/long term trend projection
· Normative use (how-to): marketing mix in each stage, new product launch strategies

PLC related issues:
· S shaped curve is rare
· What stage the product is at
· Stage length varies

PRODUCT SUBSITIUTION STRATEGY
· Replace the product before the decline stage instead of going through the whole process
· Kill your own product by replacing it with a new one- keep your own customers and gain new ones at the same time
· Usually done during the maturity stage to get the maximum out of it
· Example: Gillette safety razor early 1900s- sales went up like crazy and Gillette had most of the market
· When They came out with the razor called the track 2 in the 60s sales of the safety razor went down  people got rid of the safety razor and bought the track 2
· Gillette gained more of the market  (people who had safety razors but not from Gillette got rid of them and brought track 2 from Gillette)

PRODUCT LIFE EXTENSION STRATEGIES
· Rejuvenate mature/declining products 
· Ex. Baking soda 
· Increased frequency of use should be changed every month
· Increased variety of use can now use as cleaning agent
· Find new usersbusinesses, hospitals etc (not only households anymore)
· Raw materials used in toothpaste
* Instead of accepting inevitable decline, can we EXTEND maturity stage/build on product?

Why PLC?
Sales Forecasting: For making long/short term forecasts  Gives an idea of what’s going on in each stage 
Marketing Mix: what kind of marketing mix you should have
Product Strategies: product life extension strategies and new product introductions


New Product Development: 
· Development of original products, product improvements, modifications and new brands through the firm’s own product development efforts
· Importance:
· Shorter PLC
· Technology
· Competition
· Opportunities
· Customer wants

Need to study: complex, high cost, high risk, high failure rate
“New” Product: line extension, improvement, and imitation

New Product Development Process: 
· Stages and activities an organization takes to identify, evaluate, develop and market new products.  
· Varies with the type of firm, experience, complexity, product newness

Basic Stages in NPD process: 
1) Set clear NPD objectives, strategy and policies, 
2) Follow 8 basic steps
 Need for involvement: right people, R&D, marketing intermediaries, top management support

8 STAGES:

1. IDEA GENERATION: systematic search for new product ideas
· Internal sources: using brains of its own people such as executives or salespeople
· External sources: customers, competitors, distributors, suppliers
· Customer/expert based: structured/unstructured approaches
· Crowdsourcing: inviting broad communities of people such as customers or employees or even the public at large into the new product innovation product

2. IDEA SCREENING: purpose is to screen new product ideas to spot good ones and drop poor ideas as soon as possible
· 2 stages:
· Culling: yes/no – “must have” criteria
· Full screen: “would like to haves”, success/failure factors, screening models, link to NPD objectives
· Don’t eliminate creativity
`
3. CONCEPT DEVELOPMENT AND TESTING
· Concept Development: Task is to find out how attractive each concept is to customers and choose the best one
· Product concept: detailed version of new product idea stated in meaningful customer terms
· Concept testing: testing NPD with target customers to find out if they have strong consumer appeal
· Product Idea: is an idea for a possible product that the company can see itself offering to the market 
· Product Image: the way consumers perceive an actual/potential product
· Start with many ideas but have narrowed them down
· Focus group

4. MARKETING STRATEGY AND DEVELOPMENT: 
· Come up with a marketing strategy you plan to use for the product you plan to introduce in 3 parts
1) Target market, value proposition, planned value proposition, sales, market share, and profit goals for early years
2) Products planned price, distribution and marketing budget for 1st year 
3) Planned long rune sales, profit goals and marketing strategy

5. BUSINESS CASE/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
· Should be able to convince whether it’s a good undertaking
· Risk analysis: high risk=high profit
· Money & uncertainty are the main causes for risk

6. DESIGN & PRODUCT DEVELOPMENT:
· Once the product concept passes the business test, moves on to product development
· Product development = developing product concept into a physical product to ensure that the product idea can be turned into a workable market offering
· Idea  physical entity
· Companies tests products and can do it themselves or outsource it is called product testing (Product testing: prototypes, product use)
· Key: R&D, marketing interface
· New product must have the required functional features and convey the intended psychological features

7. TEST MARKETING: product and marketing program are tested in realistic market settings
· Gives experience with marketing product before going to great expense of full introduction
· Amount of test marketing varies per product and when to test?
· Uncertainty/stakes, high cost/dangers (competitors could copy idea and gain advantages)
· Less than full test markets: controlled test market track individual consumer behavior for new products from the tv set to checkout counter
· Full test market: high cost

8. MARKET LAUNCH: assuming market tests were mostly positive
· Actual launch of the product and introducing the product into the market
· Major financial commitment and very high costs
· Approaches:
· Full fledged launch
· Regional roll out
· By segment
· Must decide timing, where and develop market “roll out” over time



Chapter 11: Pricing
Price = amount of money charged for a product or service. 
· The sum of the values that customer exchange for the benefits of having or using the product or service
· It is the major factor affecting buyer choice

Key Concerns:
· Bring about exchange
· Represent customer value/benefits
· Cover costs
· Achieve firm objectives
· Respond to competitors
· Pricing new products = more difficult pricing problem

Factors affecting pricing decisions:

INTERNAL FACTORS
· Marketing objectives/strategy/marketing mix and other considerations (creating a spot in a niche such as Lamborghini)
· Costs: what kind of fixed costs do you have or even R&D costs?
· Product issues: what kind of image you want to have and what are you offering?
· New product pricing
· Organization: how big your company is

EXTERNAL FACTORS
· Market/Demand:
· Monopoly, oligopoly
· Competitive scenario
· Customer perceptions
· Price-demand relationships (more demand, higher price)
· Competitor Strategies:
· Costs: what are they like? Do they have a better-cost structure than us?
· Prices: what are your competitor’s prices?
· Other: economic conditions, reaction of resellers, gov’t influence, social concerns

SIX STEP PRICING PROCEDURE

1. SET PRICING OBJECTIVES
· Max current profits and revenue: Want to charge what the market can bear for products with short life cycles (ex. An Olympics t-shirt). Used a lot in the wedding industry  ex. A wedding dress- only worn once but still willing to pay a lot
· Max sales growth: get as much growth as possible to increase market share
· Market share: how much you take up in the market
· Survival pricing: when demand is low you might charge a lower price – enough to cover your current costs- just to survive (
· Charge what each segment can bear
· Image/quality: what kind of quality image do you want to have? Ex. Scotch want to maintain the price so customers think its something special
· Other. Social pricing  lower prices for students (Microsoft word, opus, etc). Huge taxes on cigarettes to discourage people from smoking

2. DETERMINE DEMAND
· Price-quantity relationship: demand curve typically downward slope to the right
· Usually when price is high, demand is low and vice versa
· Price sensitivity/elasticity: Heating prices are inelastic(more vertical) – change in price doesn't’t really have an effect on demand

3. ESTIMATE COSTS & REVENUE
· Fixed costs: no matter how much or little you produce, costs will stay the same in the SHORT RUN
· Variable costs: Ones that are changing with the output EX: Cost of fuel (plane – if you don’t fly, you don’t need fuel..). Change with the output.
· Cost/quantity relationship
· Experience curve: people who buy on a larger scale and end up selling products for cheaper
· Break-even: related to what the total market demand is  might have to go back and edit your product (its pricing) to improve the quality of its image

4. COMPETITOR ANALYSIS
· Prices
· Costs 
· Quality: what kind of quality?
· Offer: what is your augmented product? What benefits are u offering?
· Share of market: if you’re competing with a big company who has a large market share, you need to come up with a different pricing strategy

5. PRICING METHOD
· Cost based/target return pricing
· Unit cost + markup (cost plus)
· Reasonal Margin pricing ex. Wal-Mart prices
· Pros: can be done quickly, easy, always cover your costs
· Cons: customer may actually be willing to pay more for the product. Doesn’t consider competitors or was customers willing to pay  need to look at external forces
· Competitive Pricing
· Going rate Pricing: Check what competitors are pricing and either charge the same/a little bit less/ a little bit more (ex. Samsung charges less than apple)
· Follow- if one raises prices then the other will too (want to tell the customer about the quality they are getting for the price) 
· Ex. Personnel, president’s choice, Kirkland. All private store brands that charge less then competitors
· PROS easy to use, no price wars
· CONS not very proactive, not using pricing to achieve your objectives, by following competitor s you are assuming that they have done a competitive analysis

· Perceived Value Pricing (MARKETERS SUGGEST THIS ONE)
· Basis: customers perceived value of a product
· Typically what marketers suggest should be used in most cases
· Easy to use with services since they are more flexible
· Estimate price customers willing to pay for BUNDLE of benefits
· Assess value of each benefit to customer
· Assess value of quality levels
· Develop product, image and marketing program that allows value-based price
· Determine price before creating marketing mix
· Can adjust markup
· Can adjust cost of product

· New product pricing: most difficult pricing task. 2 alternatives: 
· SKIMMING PRICING: start with a very high price; lower the price as you get more customers. Gives you relatively a lot of money at the beginning that helps you cover the incurred fixed or production costs
· PENETRATION PRICING: you have huge startup costs (mass production, etc)
· PRO – if its successful, your brand becomes the standard and others are followers
· CONS – if it’s a failure, people don’t really want it and you can loose millions of dollars from production, promotion etc

6. SELECT FINAL PRICE
· Psychological pricing: considers psychology of prices and not simply economics- the price is used to say something about the product
· Discount pricing: straight reduction is price on purchases during stated period of time
· Promotional pricing: temporarily pricing products below list price and sometimes even below cost to increase short run sales (danger: should not have too often)
· Segment pricing: selling a product/service at two or more prices where the difference in prices is not based on differences in costs
· Geographical pricing: setting prices for customers located in different parts of the country/world
· International pricing: companies who market their products internationally must decide what prices to charge in the different countries in which they operate
· Company pricing policies


Chapter 12: Marketing Channels (Distribution)

I. Supply Chain and Value Delivery Network
· Important to make ties with the company’s supply chain (key suppliers and resellers)
· Marketing Channels (distribution channels): downstream side of the supply chain including wholesalers, retailers (forms vital connections between firm and its customers)
· Supply Chain: suggests that raw materials, productive inputs and factory capacity serve as the starting point for marketing planning (make and sell view)
· Demand view: called demand chain is better way because identifies target consumers and tries to create customer value
· Value delivery network: a network composed of the company, suppliers, distributors and ultimately customers who partner with each other to improve the performance of the entire system

The Nature and Importance of Marketing Channels

· Marketing Intermediaries: used by producers to bring their products to the market
· Marketing Channel (Distribution Channel): a set of interdependent organizations that help make a product/service available for use or consumption by the customer or business user
· Channel decisions affect all marketing decisions (4 P’s)  Involved long term commitment to other firms
· When designing channels must take into account future/present selling environment

How Channel Members Add Value
· Producers use intermediaries because they create efficiency in making goods available to target markets (offer contacts, experience and specialization)
· Producers Make Narrow Assortments of products in large quantities and consumers want broad assortments of products in small quantities 

Key Functions of Members of Marketing Channels 

· Help Complete Transactions
· Information: gathering and distributing marketing research and intelligence information about factors and forces in the environment needed for planning and exchange
· Promotion: developing communications about an offer
· Contact: communicating with prospective buyers
· Matching: shaping offer to buyers needs ex: packaging
· Negotiation: reaching an agreement on price so that ownership can be transferred
· Help fulfill the completed transactions
· Physical distribution: transporting and storing goods
· Financing: acquiring and using funds to cover costs of the channel work
· Risk taking: assuming the risks of carrying out the channel work
· WHO will perform them and should be assigned to those who can provide value

Number of Channel Levels

· Channel levels: a layer of intermediaries that performs some work in bringing the product and its ownership closer to the final buyer
· Direct marketing channel: a marketing channel that has NO intermediary levels
· Indirect marketing channel: a marketing channel containing one or more intermediary levels
· 4 Types of channels either business or consumer

II. Channel Behavior and Organization
· Channels are complex behavioral systems and could be formal or informal (always changing)

Channel Behavior
· Channel conflict: disagreement among marketing channel members on goals, roles or rewards – who should do that and for what rewards
· Horizontal: conflict occurs among firms at the same level of the channel\
· Vertical: conflict occurs between different levels of the same channel (more common)

A) Vertical Marketing Systems
· Channel will perform better as a whole if member’s role are specified (leadership is defined)
· Conventional distribution channel: consists of 1 or more independent producers, wholesalers and retailers each a separate business seeking to maximize its own profits even at the expense of profits for the system as a whole
· Vertical Marketing System: A distribution channel structure in which producers, wholesalers and retailers act as a unified system
· One Channel member owns the others, has contracts with them and has power so that they all cooperate
· The VMS can be dominated by the producer, wholesaler or retailer
· A) Corporate VMS: marketing system that combines successive stages of production and distribution under single ownership (ex: empire company is the parent of Sobeys and IGA)
· B) Contractual VMS: marketing system in which independent firms at different levels of production and distribution join together through contracts to obtain more sales impact rather then being alone
· C) Administered VMS:  a vertical marketing system that coordinates successive stages of production and distribution through the side and power of one of the parties (need strong support from reseller) Ex: Kraft can command unusual cooperation from resellers regarding displays and shelf space
· Franchise organization: a contractual vertical marketing system in which a channel member, called a franchisor, lings several stages in the production/distribution process
Three Types of Franchises
1) Manufacturer Sponsored Retailer: Ex: Ford and its network of independent franchised dealers
2) Manufacturer Sponsored Wholesaler: Ex: Coke licenses bottlers in various markets who buy coke syrup concentrate and then bottle and sell the finished product to retailers in local markets
3) Service Firm Sponsored Retailer Franchise System: Ex: Burg King and its 10,500 franchise operated restaurants in word

B) Horizontal Marketing Systems
· Channel arrangement in which 2 or more companies at 1 level join together to follow a new marketing opportunity (combine financial and production resources to accomplish more)
· Could be with competitors/non competitors in temporary or permanent basis

Multichannel Distribution Systems:
· A distribution system in which a single firm sets up 2 or more marketing channels to reach 1 or more customer segments
· Expands sales/market coverage and gains opportunities
· It is harder to control and generates more conflicts due to competitions for customer and sales (must work together)

Changing Channel Organization
· Changes in technology and explosive growth of direct and online marketing are having impact on nature/design of marketing channels
· Disintermediation: occurs when product/service producers cut out intermediaries and go directly to final buyers or radically new types of channel intermediaries displace traditional ones. Presents opportunities: when you add value you can sweep aside traditional resellers and reap the rewards
· Problems: traditional intermediaries must continue to innovate and avoid being swept aside ex: Netflix pioneered online video rental and put stores like blockbuster into bankruptcy

III. Chanel Design Decisions
· Decisions that manufacturers face (what is ideal vs what is practical)
· Marketing channel design: designing effective marketing channels by analyzing consumer needs, setting channel objectives, identifying major channel alternatives, and evaluating those alternatives

Analyzing Consumer Needs
· Marketing channels are part of the overall customer value delivery 
· Finding out who customers are to balance their needs

1. Setting Channel Objectives
· Channel objectives are in terms of targeted levels of customer service
· Can identify several segments to serve and the best channels to use
· Wants to minimize total channel cost
· Objectives are influenced by nature of the company, its products, intermediaries, its competitors and the environment
· Company’s size and financial situation determine which marketing functions it can handle and give to intermediaries

Identify Major Alternatives
· Once objectives are identified, should identify major alternatives in terms of the types, number and the responsibilities

1. Types of Intermediaries
· A firm should identify types of channel members that are available to carry out channel work
· Using many types of resellers in a channel provides benefits/cons (ability to reach more buyers and also have more people to control)

2. Number of Marketing Intermediaries
Three Strategies
1) Intensive Distribution: Stocking the product in as many outlets as possible  available when/where consumers want them EX: Kraft, Coke
2) Exclusive Distribution: Giving a limited # of dealers the exclusive right to distribute the company’s products in their territories
· Often found in luxury brands ex: Bentley
· Enhances brand image/ allows for increased markups
3) Selective Distribution: the use of more than 1 but fewer than all of the intermediaries who are willing to carry the companies products
· Such was TV and furniture brands
· Good market coverage with more control and less cost than intensive 

3. Responsibilities of Channel Members
- Producer and intermediaries need to agree on terms & responsibilities of each channel member
- Have to agree on price policies, conditions of sale, territory rights and specific services to be performed by each party member
- List price and discounts created for intermediaries
- Must define each channel member’s territory and should be careful where it places new resellers
- Mutual services and duties need to be spelled out carefully

Evaluating the Major Alternatives
· If the company has identified channel alternatives  must choose one that complements long run objectives
· Should be evaluated against economic, control and adaptability criteria
· Economic: a company compares the likely sales, costs and profitability of different channel alternatives
· Control: issues such as using intermediaries to control the marketing of the product and giving others less
· Adaptability criteria: usually involves long term commitments  yet the company wants keep the channel “flexible” so it can adapt to environmental changes *** should be superior on economic and control grounds


Channel Management Decisions
· Once chosen the channel, must implement and manage the chosen channel
· Marketing channel management: Calls for selecting, managing and motivating individual channel members and evaluating their performance over time

Selecting Channel members
· Producers vary in their ability to attract qualified marketing intermediaries
· Some producers have no trouble signing up channel members and others have to work hard to line up enough qualified intermediaries
· When selecting intermediaries: company should determine characteristic that distinguish the better ones (years in business, growth record, reputation etc)
· If intermediary is sales agents  evaluate the # and character of other lines carried and the size and quality of sales force
· If intermediary is retail store (selective/exclusive distribution)  the company will want to evaluate the store’s customers, location and future growth

Managing and Motivating Channel 
· Company must sell not only through the intermediaries but also to and with them
· Partner relationship management: to forge long term partnerships with channel members
· Many companies are installing integrated high tech PRM systems to coordinate their whole channel marketing efforts
· Supply chain management: software to help recruit, train, organize and evaluate relationships with channel partners

Evaluating Channel Members
· Company must regularly check channel member performance against standards such as sales quotas, average inventory levels and delivery time etc.
· Company should recognize ones who are good and be sensitive to them

Public Policy and Distribution Decisions
· Companies legally free to develop channel arrangements that suit them and need to comply with Canada’s Competition Act
· It places legal restrictions on specialized distribution practices such as pyramid selling (prohibits schemes that have mandatory participation fees etc.)

Marketing Logistics and Supply Chain Management
· Selling product is easier than getting it to customers
· Supply chain performance, design, structure and its sophistication are influenced by 6 main factors globalization, increasing logistics complexity, rising risk, higher labor costs in the developing world, sustainability and growing volatility 

Nature and importance of marketing logistics
- Marketing Logistics (physical distribution): planning, implementing, and controlling the physical flow of goods, services and related information from points of origin to points of consumption to meet customer requirements at a profit
- Customer Centered Logistics Thinking: Starts with marketplace and works backward to the factory or even to sources of supply
· Outbound Distribution: moving products from the factory to resellers and ultimately to customers
· Inbound Distribution: moving products and materials from suppliers to the factory 
· Reverse Distribution: moving broken, unwanted or excess products returned by consumers or resellers
· Supply Chain Management: managing upstream and downstream value added flows of materials, final goods and related information among suppliers, the company, resellers and final consumers
· Logistics manager is to coordinate the activities and work with groups

Goals of the Logistic System
· No logistics system can be both maximize customer service and minimize distribution costs
· Max service implies rapid delivery, large inventories, all of which raise distribution costs
· Min distribution costs imply slower delivery, smaller inventories and represent a lower level of customer service
· Goal of marketing logistics is to provide a targeted level of customer service at least costs ** Maximizing Profit Not Sales

Major Logistics Function
· Given objectives, company must design logistics system

Warehousing
· Store goods while waiting to be sold and are always available
· Company must decide how many, what types and where
· Storage warehouses: store goods for moderate to long periods
· Distribution center: a large highly automated warehouse designed to receive goods from various plants and suppliers, takes orders and fill them efficiently and deliver goods to customers as quickly as possible

Inventory Management
· Affects customer satisfaction (balance between small and big inventory)
· Many companies lower costs through and reduced inventories through “just in time” logistics system  requires accurate forecasting and frequent delivery so new suppliers will be available
· Result in substantial savings in inventory carrying and handling costs

Transportation
· Choice of transportation carriers affects pricing of products, delivery performance, and the condition of goods when they arrive
· 5 models: truck, rail, water and internet etc
· Intermodal transportation: combining 2 or more modes of transportation ex: rail and trucks (advantages that no single mode can deliver)
· In choosing transportation mode  must balance speed, dependability, availability, cost, the security of cargo, damage prevention

Integrated Logistics Management
· Concept that emphasizes teamwork both inside and outside the company and among all of the marketing channel organizations  to maximize the performance of the entire system
· Cross functional teamwork: responsibilities assigned to many departments (sales, marketing etc.) should try to optimize performance of the other functions
· Goal of supply chain management is to harmonize all of the company’s logistics decisions
· Third Party Logistics: an independent provider that performs any or all of the functions required to get a clients product to the market ex: Fedex, Ups


Chapter 14 – Communications Strategy

I. Promotion Mix
· Also called marketing communications mix
· Consists of blend of promotion tools that the company uses to persuasively communicate customer value and build customer relationships
1. Advertising: any paid form of non personal presentation and promotion of ideas, goods, services by an identified sponsor
2. Sales promotion: short term incentives to encourage the purchase /sale of a product or service
2. Personal selling: personal presentation by the firms sales force for the purpose of making sales and building customer relationships
3. Public relations: building good relations with company’s various publics by obtaining favorable publicity, good image, handling unfavorable rumors, stories and events
4. Direct marketing: direct connections with carefully targeted individual customers to obtain an immediate response and cultivate lasting relationships

Integrated Marketing Communications (IMC)
· Carefully integrating and coordinating the company’s communications channels to deliver a clear, consistent and compelling message about the organization and its products
· Marketers want to interact/engage with customers rather than feed mass messages
· IMC recognizes all touch points where the customer may encounter the company/its brands
· Brand contact will deliver message (good, bad or indifferent)

A view of communication process
· IMC requires identifying target audience and shaping a well coordinated promotional program to obtain the desired audience response
· Managing relationship over time

Elements of Communication
1. Sender (major parties) = the party sending the message to another party
2. Encoding (function) = the process of putting thought into symbolic form such as words, sounds or illustrations that will convey the intended message
3. Message (tools) = set of symbols that the sender transmits
4. Media (tools) = the communication channels through which the message moves from the sender to the receiver
5. Decoding (function) = the process by which the receiver assigns meaning to the symbol encoded by the sender
6. Receiver (major parties)= the party receiving the message sent by another party
7. Response (function) = reactions of the receiver after being exposed to the message (any of the hundreds of possible responses)
8. Feedback (function) = part of the receivers response that is communicated back to the sender
9. Noise= unplanned static/distortion during the communication process – which results in the receiver getting a different message than the one sent  consumer is distracted while watching the commercial and misses key points
*** Sender’s encoding process must mesh with the receivers decoding process

Steps in Effective Marketing Communication

1. Identifying the target audience
· Clear audience  could be potential buyers, current users, those who make buying decision or those who influence (individuals, groups, or special or general public)
· Target audience affects communicators decisions on (what, how, when, where, who will be said)

2. Determining the communication Objectives
· Marketers must determine the desired response
· Will seek purchase response  may result only after a lengthy consumer decision making process

Buyer Readiness Stages
1) Awareness
2) Knowledge
3) Liking
4) Preference
5) Conviction
6) Purchase

3. Designing a Message
· Should get attention, hold interest, arouse desire and obtain action (Aida Model)
· Suggests desirable qualities of a good message
· Communicator must figure out parts below

A) Message Content
· Figure out theme that produces the desired response
· Three types of appeals
· Rational Appeals: relate to the audiences self interest, show that product will produce the desired benefits (ex: messages showing products quality, economy, value or performance)
· Emotional Appeal: attempt to stir up negative/positive emotions (from love to joy to fear)  to attract more attention, create more belief in brand
· Moral Appeal: directed to an audience’s sense of what is right and proper (urge people to support social causes)

B) Message Structure
- Must also decide how to manage 3 message structure issues

· Whether to draw conclusion or to leave it to the audience
· Whether to present the strongest arguments first or last
· Whether to present a one sided argument (only product’s strengths) or two sided argument (strengths and shortcomings)
· One sided good for sales presentations except when audience is highly educated, likely to hear opposing claims or when communicator has negative associations to overcome
· Two sided messages can enhance an advertiser’s credibility and make buyers more resistant to competitor attacks


C) Message Format
· Needs strong format for the message
· Print ad: headline, colors, illustration (eye catching with pictures, colors and shapes)
· Radio: words, sounds, voices
· TV/person: elements + body language (facial expressions, gestures, dress and posture)
· On package: texture, scent, color, size, shape

4. Choosing Media 
· Must select the channels of communication
· Two types of personal and non personal

A) Personal Communication Channels
- 2 or more people communicate directly with each other, including face-to-face, email/mail or even Internet chat
- Are affective  allow for personal addressing and feedback
- Some channels controlled directly by the company ex: sales people contact business buyers
- World of Mouth Influence: communications about the product may reach buyers through channels not directly controlled by the company (ex: independent experts, friends, family or associates)
- Buzz Marketing: cultivating opinion leaders and getting them to spread the information about product or service to others in their communities

B) Non Personal Communication Channels
- Are media that carry messages without personal contact or feedback (ex: major media, events etc)
· Major media = print media (newspapers), broadcast media (TV), display media (signs) and online media (email, websites)
· Atmospheres: designed environments that create /reinforce the buyer’s learning’s toward buying a product (ex: lawyer office = confidence)
· Events: staged occurrences that communicate messages to target audiences (ex: grand openings)
· Mass media: affects buyers by causing more personal communication (tv to magazines)

5. Selecting the Message Source
· Messages impact depends on how target audience views the communicator
· Messages delivered by highly credible sources are more persuasive (ex: companies promote Dr.)

6. Collecting Feedback
· Must research its affect on the target audience
· Asking them lots of questions on whether they remember and what points
· Results: how many bought the product or visited the store
· Can suggest changes to promotion program or product itself

Setting Total Promotion Budget and Mix
· How does it determine budget and divide among major promotional tools to create promotion mix

Setting Total Promotion Budget
· How much to spend on promotion?
· Varies widely among industries/companies
· 4 common methods used to set the total budget for advertising

1. Affordable Method
· Setting the promotion budget at the level management thinks the company can afford
· Usually used by small companies
· Total revenue – operating expenses – capital outlays = xxx balance (Advertising)
· Does not put it as a priority
· Makes long range planning difficult (can overspend & and mostly underspend)

2. Percentage of Sales Method
· Setting the promotion budget at a certain % of current forecasted sales or as a % of unit sales price
· Easy to use (helps management think about relationship between promotion spending, selling price, and profit per unit)
· Views sales as cause of promotion rather than result
· Based on availability of funds rather than opportunities
· Budget is different every year  long range planning is difficult
· Method does not provide basis for choosing specific % (based on previous years or what competitors are doing)

3. Competitive Parity Method
· Setting promotion budget to match competitors outlays
· Set Budgets on estimates by monitoring competitors and are set on industry average
· Two Arguments
· Competitors Budgets represent collective wisdom of the industry (only company knows what it should spend)
· Spending what competitors spend helps prevent promotion wars (companies differ greatly  each have own promotion needs)

4. Objective Task Method
· Most logical
· The company sets its promotion budget based on what it wants to accomplish with promotion
· Method entails
· Defining specific promotion objectives
· Determining tasks needed to achieve these objectives
· Estimating the costs of performing these tasks
** Sum of Costs = Proposed Promotion Budget
· Spells out relationship between money spent and promotion results
· Cons: very hard to figure out which tasks will achieve the stated objectives

Shaping the Overall Promotion Mix
· Blend promotion tools into coordinated promotion mix
· Which tools to use?

The Nature of Each Promotion Tool

1. Advertising: can reach masses of geographical dispersed buyers at low cost exposure and enables seller to repeat messages many times
· Something positive about sellers size, pop and success
· Very expressive/ costly and impersonal  quick sales

2. Personal Selling: Most Effective tool at certain stages of buying decision process particularly in buyers preferences and actions
· Involves personal interaction between 2 or more ppl
· Keeps customers interest at heart and buyers feel greater need to respond
*Most expensive tool

3. Sales Promotion: wide assortment of tools from coupons, contests, premiums
· Attract attention and promote incentives
· Invite and reward quick response
· Short lived (not as effective for long run brand preference and building relationships)

4. Public relations: PR is very believable (news, stories, events seem more real than ads) 
· Can reach buyers who avoid sales people and ads (Dramatize company/product)

5. Direct Marketing: many forms direct mail, catalogues and online
· All share 4 characteristics (building 1 to 1 relationships)
· Less public (specific person)
· Immediate & customized (quick/tailored)
· Is interactive between marketing team and consumer

Promotion Mix Strategies
* Check Notes for Diagram

A) Push Strategy
-  Involves pushing product through marketing channels to final consumers 
-  Producer directs its marketing activities (personal selling and trade promotion) toward channel members to induce them to carry product and promote it to final consumers

B) Pull Strategy
- Producer directs its marketing activities (primarily advertising and consumer promotion) toward final consumers to induce them to buy the product
- Creating a demand vacuum that pulls product through the channel
- Large companies use both
** Strategies used dependent on type product/market and product life cycle stage

Promotion Tools and PLC
Introduction: 
· PR and advertising are good (high Awareness)
· Sales promotion are useful
· Personal selling must be used to carry product

Growth Stage:
· Sales promotion is lowered (few incentives needed)
· PR and Advertising continue
Mature Stage:
· Sales promotion again becomes important relative to advertising
· Buyers know brands and advertising needed only to remind them

Decline Stage: 
· Advertising kept at a reminder level
· PR Drops and sales people give the product only a little attention
· Sales promotion stays strong


Socially Responsible Marketing Communication
· Must be aware of legal/ethical issues surrounding marketing communications

Advertising/ Sales Promotion
· By law must avoid false/deceptive advertising
· Sellers must avoid bait and switch advertising (playing down features of 1 product to have them buy the more expensive one)
· CRTC makes standards in Canada

Personal Selling
· Must follow fair competition (no lying/mislead)
· Business to business selling (no bribery or others who can influence sale)
· No disparage of other products



Chapter 15 – Advertising and Public Relations

I. Advertising
· Any paid of non-personal presentation and promotion of ideas or g/s by an identified sponsor (could be for profit/non profit or social agencies
· Good way to inform/persuade
· Marketers must make 4 important decisions

Steps for Advertising Program

1) Setting Advertising Objectives
· Should be based on past decisions about target market, positioning and marketing mix
· Goal is to help build customer relationships by communicating customer value
· Advertising objective: specific communication task to be accomplished with a specific target audience during a specific period of times (inform, persuade or remind)
· Informative advertising (primary Demand): communicating customer value, building brand/company image and when building/introducing new product category
· Persuasive Advertising: encouraging switching to a brand, building brand preference and brand demand (important when competition rises)
· Reminder Advertising: reminding where to buy product, maintaining customer relationships, usually for mature products

2) Setting the Advertising Budget
· It is dollars/other resources allocated to a product or a company advertising program

Factors for Ad Budget

· Stage in the Product Life Cycle (new products need higher budgets)
· Market share: building market share or taking it from competitors requires a higher budget
· Industries with more competition require more advertising
· Undifferentiated brands (don’t have a big difference and need to advertise to advertise to gain customers
· Differentiated brands: to point out the differences to customers

3) Developing Advertising Strategy
· Consists of 2 major elements: creating advertising messages and selecting advertising media
· Media planning is very important  which media (TV, online) to use is often more critical than elements of the campaign
· Harmony between messages and media

4) Creating the Advertising message
· Ads need to gain attention/communicate well and entertain/engage

Merging Advertising & Entertainment
· Madison and Vine: term that represents the merging of advertising and entertainment in an effort to break through clutter and create new avenues for reaching customers with more engaging messages
· Takes on 1 of 2 forms
· Advertainment: aim to make ads themselves so entertaining, or so useful, that people want to watch them ex: super bowl (improve sponsorship)
· Branded Entertainment: involves making the other brand an inseparable part of some other form of entertainment ex: product placements: embedding brands as props within programming  LG on greys
· Goal is to have brand messages to become part of the entertainment rather than interrupting it

Message Strategy
· The general message that will be communicated to consumers
· Begins with identifying customer benefits that can be used as advertising appeals
· Message Strategy Statements tend to be plain, straightforward outlines of benefits and positioning points they want to stress
· Advertiser must develop a creative concept: a compelling big idea that will bring the advertising message strategy to life in a distinctive memorable way
· Meaningful: pointing out benefits
· Believable: believe it will deliver
· Distinctive: should tell why product is better than competing brands

Message Execution
· Must run big idea into an actual execution that will capture TM attention/interest
· Team must find best approach/style/tone/word and format for its execution

Executive Styles
· Slice of life: shows one or more typical people using the product in a normal setting
· Lifestyle: shows how a product fits in with particular lifestyle
· Fantasy: creates fantasy around product and its use
· Mood/image: builds mood or image around product such as beauty love etc
· Musical: shows peoples characteristics singing around product
· Personality symbol: style creates a character that represents the product
· Technical expertise: shows company’s expertise in making the product
· Scientific evidence presents survey/scientific evidence that the brand is better or better liked than one or more than the other brands
· Testimonial evidence/endorsement: features a highly unbelievable or likable source endorsing the product

· Tone: want to break through commercial clutter  Positive Tone: positive ads about product such as humor
· Words: memorable/action getting words (that aren’t typical or obvious)
· Format: make difference in impact and costs
· Illustration: in print ads it must grab attention
· Headline: must effectively entice the right people to read the copy
· Together: 3 elements must work together

Consumer generated messages
· Companies taping consumers for message ideas and actual ads (searching vid sites and setting their own)
· If done well, content can incorporate the voice of the customer into brand messages and generate higher consumer brand involvement

5) Selecting Advertising Media
- Vehicles through which advertising messages are delivered to their intended audiences
- reach: is a measure of the % of people in the target market who are exposed to ad campaign during the given period of time
- Frequency: measure of how many times the average person in the target market is exposed to the message
- Media Impact: the quantitative value of the message exposure though a given medium
- Media Engagement: very important rather than simply just reaching customers. Media measures are ratings, leadership, listenership and click through rates

Choosing among media types (page 512)
· Must consider impact, effectiveness and cost

Media Timing
· Some marketers do only seasonal ads
· Continuity: scheduling ads evenly within a given period
· Pulsing: scheduling ads unevenly over a given period (advertise heavily for short period)

Public Relations
· Mass promotion tool  involves building good relations with the company’s various publics by obtaining favorable publicity and building a good image

Functions
· Press relations/press agency: creating and placing newsworthy information in the news media to attract attention to a person, product, service
· Product publicity: publicizing specific products
· Public affairs building and maintaining nationals or local community relationships
· Lobbying: building relationships with legislators and gov’t officials to influence legislation and regulation
· Investor relations: maintaining relationships with shareholders and others in the financial community
· Development: working with donors and members of non for profit organizations to gain financial and volunteer support
· Companies use to build good relations with consumers, investors, media and their communities
· Tools: News, speeches, special events, website etc.


Chapter 16 – Personal Selling and Sales Promotion

I. Personal Selling

Nature of Personal Selling
· Personal presentations by the firms sales force of making and building customer relationships (names such as agents, district managers, consultants etc)
· Salesperson: covers wide range of positions, it is an individual representing a company to customers by performing one or more activities  prospecting, communicating, selling, information gathering (order taker or order getter)

II. Managing the Sales Force
· Sales force management: analyzing, planning, implementing and controlling sales force activities
· Steps
· Sales force strategy
· Structure
· Recruiting
· Selecting
· Training
· Compensating
· Supervising
· Evaluating the firms people

1) Sales Force Structure
· Can divide responsibilities along several lines
· Depends on how many product are being sold to a certain industry

A) Territorial Sales Force Structure
- Structure that assigns salesperson to exclusive geographic territory that the salesperson sells the company’s full line to all customers in that territory
- Increases salesperson’s desire to build local relationships and improve selling effectiveness
- Travel expenses are low

B) Product Sales Force Structure
- Salespeople specialize in selling only a portion of the company’s products or lines
- Problem: if single customer wants to buy many different products

C) Customer Sales Force Structure
- Where sales people specialize in selling only to certain customers/industries
- For different industries/serving current customers and serving major accounts
- Helps build close relationships with important customers

D) Complex Sales Force Structure
- When company sells wide variety of products to many types of customers over a broad geographic area, often combines several types of sales force structures
- Can be specialized by
· Customer/territory
· Product/territory
· Product/customer
· Territory/product
· Product/customer

Sales Force Size
· May range from a few salespeople to around 10,000
· Salespeople are most productive and most expensive assets
· Increases sales and costs
· Workload approach: sets sales force size, company groups accounts into different classes according to size, account, status and other factors related to the amount of effort required to maintain account
· Then determines # of salespeople needed to call each class of accounts the desired number of times

Other Sales Force Strategy/structure Issues

Outside sales Force (Field Sales Force): Sales people who travel to call on customers in the filed
Inside sales force: conduct business from their offices through telephone, Internet or visits to prospective buyers
Team selling: using teams of people from sales, marketing, engineering to serve large accounts (also could be experts)

3 and 4) Recruiting and Selecting Salespeople

· Can increase overall sales performance and identify qualities and look for them in other employees
· Use agencies, other companies, web and university sources to get salespeople
· Should be motivated from within  drive to excel (either by $$, recognition or competition, to provide service and build relationships)

5) Training Salespeople

· Anywhere from few weeks, months, or even years
· Goal training programs:
· Knowing about customers and how to build relationships
· Sell effectively in basics of selling process

6) Compensating Salespeople
- Consists of 4 elements
- 1) Fixed amount: gives sales people a stable income
- 2) Variable amount: may be commissions or bonuses based on sales performance, rewards the salesperson for great effort or success
- 3) Expenses
- 4) Fringe Benefits

Combination of variable and fixed compensation
· Straight salary
· Straight commission
· Salary plus bonus
· Salary plus commission


7) Supervising
- Goal of supervision: is to encourage salespeople to work smart
- Call plan: weekly, monthly or yearly that shows which customers and prospects to call on and which activities to carry out
- Time and duty analysis: salesperson also travels, waits and takes breaks
- Sales force automation systems: systems that allow them to work more effectively anywhere or anytime (phones and laptops)
- Sales 2.0 = merging of innovative sales practices with web 2.0 technologies to improve sales force effectiveness and efficiency
- Help conserve time, save $$ and new way for selling and servicing accounts

8) Motivating Salespeople
Goal: encouraging salespeople to work hard and they need encouragement to do their best
· Can boots performance through organizational climate, sales quotas and incentives
· Organizational climate: describes the feelings that salespeople have about their opportunities, values and rewards for good performance
· Sales quotas: standards stating the amount they should sell and how sales should be divided among the company’s products
· Positive incentives: to increase the sales force effort (sales meetings, sales contests)

9) Evaluating sales people
- Good feedback: getting regular information about salespeople to evaluate their performance
- Comes from personal observation, surveys, and talks with salespeople
- Sales reports: monthly work plans and longer territory marketing plans
· Sales people write up call reports and expense reports 

The Personal Selling Process
· Steps salespeople must follow when selling
· Focus on goal of getting new customers and obtaining orders from them

1) Prospecting and Qualifying
· Prospecting: a salesperson or company identifies qualified potential customers 
· Best source is referrals (suppliers, dealers, social networks)
· Salespeople need to know how to qualify leads (leave out the bad ones)
· Qualified by financial ability, volume of responsibility, special needs, location, and possibilities for growth

2) Pre- Approach
· Salesperson learns as much as possible about a prospective customer before making the sales call
· What it needs, who is involved in buying and its customers (characteristics and buying sales)
· Salesperson should set call objectives (Timing and Approach should be thought out)

3) Approach
· Sales person meets customer for the first time
· Involves salesperson appearance, opening lines and follow up remarks
· Opening lines should be positive and listening is crucial

4) Presentation and Demonstration
· Salesperson tells the value story to the buyer showing how the company’s offer solves the customers problems
· Customer solution approach
· Must present, develop solutions to problems
· Must plan presentation method

5) Handling Objectives
· Customers have objectives or when asked to place an order
· Could either be logical, psychological or unspoken
· Handling Objectives: salesperson seeks out, clarifies, or overcomes any customer objections to buying (positive approach)

6) Closing
· Tries to close the sales  asks the customer for an order (may lack confidence)
· They should know how to recognize closing signals
· Can ask for order OR offer buyer special reasons to close

7) Follow UP
· Salesperson follows up after the sale to ensure customer satisfaction and repeat business (should call to follow up)
· Complete details on delivery time, purchase, terms etc

Personal Selling and Managing Relationships
· Steps in the selling process are transaction oriented (aim to help salespeople close a specific sale with customer)
· Value selling: demonstrating superior value and capturing a return on that value that is fair for both the customer and the company
· Don’t only cut prices to lower the value being given

Sales Promotion
· Consists of short term incentives to encourage the purchase or sale of product (reasons to buy)

The Rapid Growth of Sales Promotion
· Used by manufacturers, distributers, retailers and non for profit
· Targeted towards final buyers (consumer promotions), retailers and wholesalers (trade promotions), business customers (business promotions) and members of the sales force (sales force promotions)
· Rapid growth of sales promotion
1) Managers must increase current sales and use promotion as short run tool
2) More competition brands need to be differentiated
3) Consumers are deal oriented (want low prices)
4) Advertising is expensive
Result: promotion clutter: gives the promotion of being lost in the sea of promotions

Sales Promotion Objectives

· Sellers may use consumer promotions to urge short term buying or enhance customer brand involvement
· Objectives for trade promotions: getting retailers to carry more items and stock
· Objectives for sales force: getting more sales for current/new products
*Track sales force promotions support selling process

Major Sales Promotion Tools
1) Consumer Promotions (final Buyers)
· Tools to boost short term buying and enhance LT Relations
· Samples, coupons, refunds and premiums
· Coupons: are certificates that give buyers a saving on specific product
· Samples: offer trial amount of a product (most expensive)
· Cash refunds: coupons except that the price of a reduction occurs after the purchase (POP required)
· Price pack: offers customers savings off the regular price of a product (marked on label)
· Premium: goods offered either free or at a low cost as incentive to buy (ex: Mcdo happy meals)
· Advertising specialties (promotional Products): products are useful products imprinted with an advertiser’s name, logo or message that are given as gifts to consumers
· Point of purchase: include displays and demonstrations that take place at the point of sale ex: Costco and Ikea do this
· Contests, sweepstakes and games: give change to win something
· Sweepstakes: give consumers the chance to submit their names in a draw 
· Event marketing: creating a brand marketing event or serving as a sole sponsor of events created by others ex: marathons/concerts

2) Trade Promotions (retailers and wholesalers)

· Promotion tools used to persuade resellers to carry a brand, give it self space
· Use contests, premiums, displays, and discounts
· Also offer allowance to retailer in return for product (may offer free goods)

2) Business Promotions (business Customers)
· Tools used to generate business leads, stimulate purchases, reward customers, and motivate salespeople
· Use conventions, sales contests and tradeshows

Chapter 17 – direct and online marketing
Direct marketing: consists of connecting directly with carefully targeted segments/individual consumers, often on a 1 to 1 basis (want a direct/immediate response)

I. The New Direct Marketing Model
- Direct marketing is also one element of the promotion mix
- Constitutes as a complete model for doing business

Growth and Benefits of Direct Marketing

Benefits to Buyers
· For buyers, Direct marketing is easy, private and convenient
· Offers huge Selections to customers anywhere in the world (lots of information available about companies, products, competitors)
· Immediate and interactive: phone website etc
· Gives consumers a better measure of control
Benefits to Sellers
· Tool for building relationships (can target small groups or individual customers)
· Either on the phone or online and customers can give feedback
· Low cost, efficient, flexible, speedy alternative to reaching markets (avoid store expenses)
· Allows the access to buyers that you wouldn’t reach otherwise

Customer Databases and Direct Marketing

Customer Database: organized collection of comprehensive data about individual customers including geographic, demographic, psychographic, and behavioral data (view of customers and how they behave)  companies should invest in hardware, personal and programs

Forms of Direct Marketing (8 Main Forms)

1) Direct Mail Marketing
· Involves sending an offer, announcement, reminder or other to a person at a particular physical/virtual address (ex: letters or catalogues)
· High market selectivity, personalized and flexible
2) Catalogue Marketing
· Through print, video or digital catalogues mailed to select customers, made available in stores or presented online
· Best way to drive sales

3) Telephone Marketing
· Using phone to sell directly to customers
· Outbound: directly to customers and business
· Inbound: toll free #’s to receive orders from TV/Print Ads, direct mail and catalogues

4) Direct Response TV Marketing
· Via TV, including direct response TV ads (or infomercials) and home shipping channels
· Full 30 minutes or longer ad programs for a single product

5) Kiosk Marketing
· Digital touch screen technologies in stores, airports, and hotels

6) New Digital Marketing Technologies
· Can directly interact with consumers anywhere anytime 
· Mobile phone marketing
· Podcasts and vodcasts

7) Online Marketing
Marketing and the Internet
· Click only companies: dot coms, online only companies
· Click and Mortar Companies: traditional brick and mortar companies that have added online marketing to their companies

8) Online Marketing Domains
A) Business to customer
B) Business to business
C) Consumer to consumer
D) Consumer to business 

Setting up an Online Marketing Presence

A) Creating a Website
· Attractive for consumers and want to return
· Brand/corporate website: most basic, builds goodwill, collects feedback and answers questions
· Marketing website: that engages customers in interactions that will move them closer to direct purchase or other marketing outcome

B) Placing Ads & Promotions Online
Online Advertising: advertising that appears while consumers are browsing the web including ads, classifieds and other forms
Viral marketing: Internet version of word of mouth marketing: consists of sites, videos email and other events that are infectious that customers want to pass along

C) Creating/Participating in Online Social Networks
- Such as blogs, social network sites
- Where people socialize, exchange info and opinions
- Spam: unsolicited, unwanted commercial email messages

D) Using Email
- Growing marketing tool that allows people to send targeted and personalized relationships building messages
- Explosion of spam  leads to consumer frustration

Public Policy Issues in Direct Marketing

· Internet Fraud: fraudulent schemes, scam such as identity theft and financial scams
· Phishing: type of identify theft that uses deceptive emails and fraud websites to fool users into divulging their personal data
· Online privacy: unfair advantage of unknowing customers  marketers know a lot of information

Need for Action
· Consumer knowledge and consent
· Limitations 
· Accuracy 
· Right to access

Chapter 19 – Global Marketplace

Global firm:  a firm that by operating in more than 1 country gains marketing production, R&D and financial advantages 

The Global Marketing Environment
· Before deciding to operate internationally, must understand marketing environment

The International Trade System
· When selling to another country firm may face restrictions and gov’t may change tariffs
· Countries may set quotas (limit on foreign inputs)
· Exchange controls: limit amount of foreign exchange and the exchange rate against other countries
· Non tariff trade barriers: biases against bids, restrictive product standards or executive host country regulations
· Economic Community: a group of nations organized to work toward common goal in the regulation of international trade

Economic Environment
· Factors that reflect the country’s attractiveness as a market: industrial Structure and its income
· Industrial Structure shapes product and service needs, inc levels and employment level

4 Types of Industrial Structures

1) Subsistence Economies: people engage in simple agriculture
2) Raw Materials Exporting Economics: rich in 1 or more natural resources
3) Emerging economies: fast growth in manufacturing economic growth
4) Industrial economies: exporters of G/S

Income Distribution
· May have low, med or high income
· Even lower income may be attractive markets

Impact of Culture on Marketing Strategy
· Must think of cultures when doing a marketing program
· To ignore culture differences can make some very bad mistakes

A) Deciding whether to go global
· Not all companies venture internationally
· Some factors
· Competitors attack home market with better products/lower prices
· May want to counteract competitor in home market
· International markets provide opportunities for growth

B) Deciding which Markets to enter
· Define international marketing objectives and polices before going abroad
· Decide what volume of foreign sales
· How many Countries they want to market
· Market size is reason enough for investing
· Factors: market size, market growth, cost of doing business, CA, risk level

C) Deciding how to Enter the Market
· Must Decide the best mode for entry 
· 3 choices also called market entry strategies
· More risk more risk, commitment and more control

1. Exporting
· Entering foreign market by selling goods produced in the company’s home town
· Indirect Exporting: involves less investment because firm does not require an overseas marketing organization/network (less risk

2. Joint Venturing
· Entering a foreign market by joining with foreign companies to product or market products or services
· Licensing
· Contract Manufacturing
· Management Contracting
· Joint Ownership
3. Direct Investment
· Developing foreign based manufacturing facilities
· Many risks: falling markets and government changes

D) Deciding on the global Marketing Program

[bookmark: _GoBack]Standardized global marketing: an international marketing strategy that uses the same marketing mix in all company’s international markets
Adapted global marketing: adapting marketing mix to international market

I. Product
· 5 strategies allow for adapting product and marketing communication strategies
A) Straight Product Extension
B) Product Adaptation
C) Product Invention

II. Promotion
· Can either change or keep the same

D) Communication adaptation
E) Product Invention

III. Price
· Foreign Prices usually higher than domestic prices
· Dumping: charges less than it does in home market
Whole channel View: designing international channels that take into account the entire global supply chain and marketing channels and forging an effective global value delivery network

Marketing Activities in 3 different ways
A) Export department
B) International division
C) Global organization
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