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Module 10: Chapter 11: Pricing Concepts and Strategies: Establishing Value
The Importance of Pricing
· Start by explaining what “price” is as a marketing concept, why it is important, how marketers set pricing objectives, and how various factors influence price setting.
· Then, we focus on specific pricing strategies as well as the psychological aspects of pricing.
· We describe various B2B and consumer pricing tactics and some important legal and ethical issues associated with pricing.
· Price: the overall sacrifice (money, time, taxes…) a consumer is willing to make to acquire a specific product or service
· Price is the most challenging of the four Ps to manage, because it’s the least understood. Also, the only P that provides revenues.
· Consumers use the price to judge its quality.
· marketers should view pricing decisions as a strategic opportunity to create value rather than as an afterthought to the rest of the marketing mix. 
The Five Cs of Pricing
Company Objectives
Different companies embrace different goals
Walmart: Everyday Low Pricing (EDLP)
Holt Renfrew: high prices  high-fashion image
Profit Orientation
Firms implement a profit orientation: A company objective that can be implemented by focusing on target profit pricing, maximizing profits, or target return pricing. 
· target profit pricing: A pricing strategy implemented by firms when they have a particular profit goal as their overriding concern; uses price to stimulate a certain level of sales at a certain profit per unit. 
· maximizing profits strategy:  A mathematical model that captures all the factors required to explain and predict sales and profits, which should be able to identify the price at which its profits are maximized. 
· target return pricing: A pricing strategy implemented by firms less concerned with the absolute level of profits and more interested in the rate at which their profits are generated relative to their investments; designed to produce a specific return on investment, usually expressed as a percentage of sales. 
Sales Orientation
Sales orientation: A company objective based on the belief that increasing sales will help the firm more than will increasing profits. 

· Some firms may be more concerned about their overall market share than about dollar sales per se because they believe that market share better reflects their success relative to the market conditions than do sales alone. 
· Companies can gain market share simply by offering a high-quality product at a fair price, as long as they generate high-value perceptions among consumers. 
Competitor Orientation
Competitor orientation: A company objective based on the premise that the firm should measure itself primarily against its competition. 
competitive parity: A firm’s strategy of setting prices that are similar to those of major competitors. 
Customer Orientation
Customer orientation: Pricing orientation that explicitly invokes the concept of customer value and setting prices to match consumer expectations. 
Customers
Demand Curves and Pricing
Demand curve: Shows how many units of a product or service consumers will demand during a specific period at different prices. 
· common downward-sloping demand curve in which, as price increases, demand for the product or service decreases. 
Prestige products or services: Those that consumers purchase for status rather than functionality. 
 The higher the price, the greater the status associated with it and the greater the exclusivity, because fewer people can afford to purchase it. 
Price Elasticity of Demand
Price elasticity of demand: Measures how changes in a price affect the quantity of the product demanded; specifically, the ratio of the percentage change in quantity demanded to the percentage change in price. 
% change in quantity demanded    = price elasticity of demand                                                                                                                           % change in price 
· Elastic (price sensitive): Refers to a market for a product or service that is price sensitive; that is, relatively small changes in price will generate fairly large changes in the quantity demanded. 
· Inelastic (price insensitive): Refers to a market for a product or service that is price insensitive; that is, relatively small changes in price will not generate large changes in the quantity demanded. 
Consumers are generally more sensitive to price increases than to price decreases.
Varies along different points on the demand curve.
Factors Influencing Price Elasticity of Demand
Income effect: Refers to the change in the quantity of a product demanded by consumers because of a change in their income. 
Substitution effect: Refers to consumers’ ability to substitute other products for the focal brand, thus increasing the price elasticity of demand for the focal brand. 
Price Elasticity: Cross-price elasticity: The percentage change in demand for Product A that occurs in response to a percentage change in price of Product B. 
· Complementary products: Products whose demand curves are positively related, such that they rise or fall together; a percentage increase in demand for one results in a percentage increase in demand for the other. (Blu-ray discs and Blu-ray players)
· substitute products: Products for which changes in demand are negatively related—that is, a percentage increase in the quantity demanded for Product A results in a percentage decrease in the quantity demanded for Product B. (Blu-ray players and DVD players)
Costs
Variable Costs
Variable costs: Those costs, primarily labour and materials, that vary with production volume. As a firm produces more or less of a good or service, the total variable costs increase or decrease at the same time. 
Fixed Costs
Fixed costs: Those costs that remain essentially at the same level, regardless of any changes in the volume of production. (whether the producer makes 5 or 500 CDs, the rent it pays for the building in which it burns the CDs remains unchanged.)
Total Cost
Total cost: The sum of the variable and fixed costs. For example, in one year, our hypothetical hotel incurred $100,000 in fixed costs. We also know that because the hotel booked 10,000 room nights, its total variable cost is $200,000 (10,000 room nights × $20/room). Thus, its total cost is $300,000. 
Break-Even Analysis and Decision Making
break-even point: The point at which the number of units sold generates just enough revenue to equal the total costs; at this point, profits are zero. (Fixed costs / Contribution per unit)
To determine the break-even point in units mathematically, we must consider fixed costs and the contribution per unit: Equals the price less  the variable cost per unit; variable used to determine the break-even point in units. 
Break-even analysis has limitations.


Competition
4 levels of competition: monopoly, oligopolistic, monopolistic, and pure
Monopoly: Occurs when only one firm provides the product or service in a particular industry. 
· Less price competition
· Hydro
Oligopolistic competition: Occurs when only a few firms dominate a market. 
· Banking industry, the retail gasoline industry, and commercial airline travel
· Sometimes reactions to prices in oligopolistic markets can result in a price war: Occurs when two or more firms compete primarily by lowering their prices. 
Monopolistic competition: Occurs when many firms sell closely related but not homogeneous products; these products may be viewed as substitutes but are not perfect substitutes. 
· Wristwatches (Rolex, Swatch, etc.)
Pure competition: Occurs when different companies sell commodity products that consumers perceive as substitutable; price usually is set according to the laws of supply and demand. 
· Price usually is set according to the laws of supply and demand.
Channel Members
 manufacturers, wholesalers, and retailers can have different perspectives when it comes to pricing strategies.
grey market: Employs irregular but not necessarily illegal methods; generally, it legally circumvents authorized channels of distribution to sell goods at prices lower than those intended by the manufacturer. 
Other Influences on Pricing
The Internet
Showrooming: Occurs when consumers visit a physical store to get information about a product but then buy online from another retailer that offers a lower price. 
Economic Factors
Two interrelated trends that have merged to impact pricing decision are:
· The increase in consumers’ disposable income
· Status consciousness
Cross-shopping: The pattern of buying both premium and low-priced merchandise or patronizing both expensive, status-oriented retailers and price-oriented retailers. 

Pricing Methods and Strategies
Cost-based Methods
cost-based pricing method : Determines the final price to charge by starting with the cost, without recognizing the role that consumers or competitors’ prices play in the marketplace. 
Competitor-based Methods
competitor-based pricing method : An approach that attempts to reflect how the firm wants consumers to interpret its products relative to the competitors’ offerings. 
Value-based Methods
value-based pricing method : Focuses on the overall value of the product offering as perceived by consumers, who determine value by comparing the benefits they expect the product to deliver with the sacrifice they will need to make to acquire the product. 
So how does a manager use value-based pricing methods? 
Improvement Value Method
improvement value: Represents an estimate of how much more (or less) consumers are willing to pay for a product relative to other comparable products. 
Cost of Ownership Method
cost of ownership method: A value-based method for setting prices that determines the total cost of owning the product over its useful life. 
New Product Pricing Strategies
Price Skimming
price skimming: A strategy of selling a new product or service at a high price that innovators and early adopters are willing to pay to obtain it; after the high-price market segment becomes saturated and sales begin to slow down, the firm generally lowers the price to capture (or skim) the next most price- sensitive segment. 
· Call of Duty games
· An exception: luxury products i.e. Louis Vuitton
· To be successful: competitors cannot be able to enter the market easily
Market Penetration Pricing
market penetration pricing:  A pricing strategy of setting the initial price low for the introduction of the new product or service, with the objective of building sales, market share, and profits quickly. 
experience curve effect: Refers to the drop-in unit cost as the accumulated volume sold increases; as sales continue to grow, the costs continue to drop, allowing even further reductions in the price. 

Psychological Factors Affecting Value-Based Pricing Strategies
Consumers’ Use of Reference Prices
reference price: The price against which buyers compare the actual selling price  of the product and that facilitates their evaluation process. 
Odd Prices
odd prices: Prices that end in odd numbers, usually 9, such as $3.99. 
Everyday Low Pricing (EDLP)
everyday low pricing (EDLP) A strategy companies use to emphasize the continuity of their retail prices at a level somewhere between the regular, non-sale price and the deep-discount sale prices their competitors may offer. 
High/Low Pricing
high/low pricing: A pricing strategy that relies on the promotion of sales, during which prices are temporarily reduced to encourage purchases. 
Pricing Tactics
Pricing strategy: long-term approach to setting prices broadly in an integrative effort (across all the firm’s products) based on the five Cs (company objectives, customers, costs, competition, and channel members) of pricing. 
pricing tactics: Short-term methods, in contrast to long-term pricing strategies, used  to focus on company objectives, customers, costs, competition, or channel members; can be responses to competitive threats (e.g., lowering price temporarily to meet a competitor’s price reduction) or broadly accepted methods of calculating a final price for the customer that is short term in nature. 
Pricing Tactics Aimed at Consumers
Price Lining
price lining: Consumer market pricing tactic of establishing a price floor and a price ceiling for an entire line of similar products and then setting a few other price points in between to represent distinct differences in quality. 
Price Bundling
price bundling: Consumer pricing tactic of selling more than one product for a single, lower price than the items would cost sold separately; can be used to sell slow-moving items, to encourage customers to stock up so they won’t purchase competing brands, to encourage trial of a new product, or to provide an incentive to purchase a less desirable product or service to obtain a more desirable one in the same bundle. 
· When you signed up for high speed Internet connection, you also get cable TV and telephone = cheaper than buying all 3 separately
 Leader Pricing
leader pricing: Consumer pricing  tactic that attempts to build store traffic by aggressively pricing and advertising a regularly purchased item, often priced at or just above the store’s cost. 
· The store uses leader pricing on cocktail sauce, which gives employees the perfect opportunity to ask, “How about a pound of fresh shrimp to go with the cocktail sauce you’re purchasing?” 
Consumer Price Reductions
Markdowns
Markdowns: Reductions retailers take on the initial selling price of the product or service. 
· To get rid of slow-moving or obsolete merchandise, sell seasonal items after the season
· To promote merchandise and increase sales
Quantity Discounts for Consumers
size discount: The most common implementation of a quantity discount at the consumer level; the larger the quantity bought, the less the cost per unit (e.g., per gram). 
· Goal: to encourage consumers to purchase larger quantities each time they buy
Coupons and Rebates
Coupon: Provides a stated discount to consumers on the final selling price of a specific item; the retailer handles the discount. 
Rebate: A consumer discount in which a portion of the purchase price is returned to the buyer in cash; the manufacturer, not the retailer, issues the refund. 
· Goal of coupon: to prompt consumers to try a product, reward loyal customers, or encourage repurchases. 
· Whereas a coupon provides instant savings when presented, a rebate promises savings, usually mailed to the consumer at some later date. The “hassle factor” for rebates is higher than for coupons. 
Business-to-Business Pricing Tactics and Discounts
Seasonal Discounts
seasonal discount: Pricing tactic of offering an additional reduction as an incentive to retailers to order merchandise in advance of the normal buying season. 
Car Discounts
cash discount: Tactic of offering a reduction in the invoice cost if the buyer pays the invoice prior to the end of the discount period. 


Allowances
advertising allowance: Tactic of offering a price reduction to channel members if they agree to feature the manufacturer’s product in their advertising and promotional efforts. 
listing allowances: Fees paid to retailers simply to get new products into stores or to gain more or better shelf space for their products. 
· Not fair for small businesses: a form of bribery
Quantity Discounts
quantity discount: Pricing tactic of offering a reduced price according to the amount purchased; the more the buyer purchases, the higher the discount and, of course, the greater the value. 
cumulative quantity discount: Pricing tactic that offers a discount based on the amount purchased over a specified period and usually involves several transactions. 
noncumulative quantity discount: Pricing tactic that offers a discount based on only the amount purchased in a single order. 
Uniform Delivered Versus Geographic Pricing
· Specific to shipping: major cost for many manufacturers.
uniform delivered pricing: The shipper charges one rate, no matter where the buyer is located. 
geographic pricing: The setting of different prices depending on a geographical division of the delivery areas. 
Legal and Ethical Aspects of Pricing
Deceptive or Illegal Price Advertising
“Puffery is typically allowed. 
Deceptive Reference Prices
· If the reference price is bona fide, the advertisement is informative. If the reference price has been inflated or is just plain fictitious, however, the advertisement is deceptive and may cause harm to consumers. 
Loss Leader Pricing
loss leader pricing: Loss leader pricing takes the tactic of leader pricing one step further by lowering the price below the store’s cost. 
· “buy one get one free”
Bait and Switch
bait and switch: A deceptive practice of luring customers into the store with a very low advertised price on an item (the bait), only to aggressively pressure them into purchasing a higher-priced item (the switch) by disparaging the low-priced item, comparing it unfavorably with the higher-priced model, or professing an inadequate supply of the lower-priced item. 
Predatory Pricing
predatory pricing: A firm’s practice of setting a very low price for one or more of its products with the intent of driving its competition out of business; illegal under the Competition Act. 
Price Discrimination
price discrimination: The practice of selling the same product to different resellers (wholesalers, distributors, or retailers) or to the ultimate consumer at different prices; some, but not all, forms of price discrimination are illegal. 
Price Fixing
price fixing: The practice of colluding with other firms to control prices. 
horizontal price fixing: Occurs when competitors that produce and sell competing products collude, or work together, to control prices, effectively taking price out of the decision process for consumers. 
vertical price fixing: Occurs when parties at different levels of the same marketing channel (e.g., manufacturers and retailers) collude to control the prices passed on to consumers. 
LECTURE NOTES
No one knows best way to price a product.
Different Price Perceptions? (ex: shoes)
a. No description, 120$
b. “arts & crafts” description, 300$
c. celebrity user description, over 500$
Country of Origin
Price versus Value
· “A fool knows the price of everything, but knows the value of nothing.”
The many Names of Price: tuition, rent, dues, etc.
The actual cost is very different than price.
Cash discount, trade discount, promotional allowances, promotional pricing, psychological pricing, bait and switch, uniform delivered price, zone pricing…
Price sensitivity is lower when…
· the product is more distinct
· buyers are less aware of substitutes
· difficult to compare the quality of substitutes
· expenditure is smaller vs buyer’s total income
· expenditure is small vs total cost of the end product
· part of the cost is borne by another party
· sunk costs (used with assets previously bought)
· product is viewed as quality, prestigious, or exclusive
· buyers cannot store the product
Setting the Price Ceiling
Perceived value
· considers consumers’ willingness to pay
· for familiar products, consumers have reference prices
· exist in the mind of the customer
· as compared with competitive products and substitutes
· recent experiences dominate
Remember, “in any market, some people want to pay more”
· It’s the producer’s job to allow them to pay more
· Corollary: in any market, there are some people (who would like to buy our product) who can only afford to pay less
· The modern term is “versioning”
· We “bracket the middle”
· Economy model doesn’t have features
· Luxury model makes the middle model look a “good value”
· How many? Three… at least
If we choose one price, we leave money on the table
Versioning
· Creating different versions of the product
· Attempts to capture the excess value that some people are willing to pay
Pricing strategies (list is endless)
· Cost based
· Target return
· Demand (profit maximization)
· Meeting competition
· Market oriented
· Perceived value
· Other objectives (growth, need, political)
Cost and Value-Based Pricing
Cost-based: product  cost  price  value  customers (push approach)
Value-based: Product  cost  price  value  customers (pull approach, is better than push)

Cost oriented 
% markup = amount added to cost / selling price
Setting the Pricing Floor
· Break-even analysis
· A method for determining the number of units that a firm must produce and sell at a given price to cover all its costs
· TFC + TVC = PQ
· Break-even Point
· Total costs = total revenue
· Profit = $0
 Pricing Based on Perceived Value
A government service
· ICCD
· Trade Commissioner Consultations
· Climatic Forecasts
Perceived Value Measurement
· At what point on the scale do you consider the product to be cheap/inferior?
· At what point on the scale do you consider the product to be expensive?
· At what point on the scale do you consider the product to be too expensive and beyond considering buying?
· At what point on the scale do you consider the product to be too cheap and you question its quality or usefulness?
Demand Oriented Pricing
· Often leads to price decreases
· Price depends on elasticity of demand
· Marginal revenue and marginal costs define best price and best quality
Pricing and the Marketing Mix
· Price and Place
· Appropriate retail outlet (image)
· Margins for channel members
· Price and product
· Quality inferences
· Influences adoption rates and demand
· Price and promotions
· Shapes image, differentiates from competitors
· Build relationships with customers

Pricing Strategy Based on Competition
· Price vs competition
· At the same or similar level
· Below the competition
· Above the competition
· A price leadership strategy follows the industry leader by setting the same or similar prices.
The Psychology of Price
· Odd-Even Pricing
· Consumer response to odd prices differs from responses to even prices
· Shopping Goals & Styles
· Derive intrinsic satisfaction from “getting a deal”
· Traits: Frugality, thrift
· Being consistent with values
Pricing Strategies for New Products
· Skimming pricing
· Setting a high price for new products to maximize revenue from the target segment.
· Penetration pricing
· Setting a low price for a new product to attract a large number of buyers and gain a dominant market share.
· Trial pricing
· Sell new product at a low price for a limited time, then raise it.
Pricing Tactics for Individual Products
· Two-Part Pricing
· Two separate types of payment required to purchase the product
· Payment Pricing
· Seeks to make the consumer think the price is ‘doable’.
Pricing Tactics for Multiple Products
· Price Bundling
· Selling two or more goods or services as a single package for one price.
· Captive Pricing
· Pricing tactic a firm uses when it has two products that work only when used together. 
Promotional pricing Tactics
· Loss-leader pricing
· Special-event pricing
· Cash rebates
· Low-interest financing
· Longer payment
· Warranties and service contracts
· Psychological discounting (Groupon)

Module 11
Chapter 14: Integrated Marketing Communications
integrated marketing communications (IMC): Represents the promotion dimension of the four Ps; encompasses a variety of communication disciplines— general advertising, personal selling, sales promotion, public relations, direct marketing, and digital media—in combination to provide clarity, consistency, and maximum communicative impact. 
There are three components in any IMC strategy: 
· the consumer or target market, 
· the channels or vehicles through which the message is communicated, 
· the evaluation of the results of the communication. 
Communicating with Consumers
The Communication Process
Sender
Sender: The firm from which an IMC message originates; the sender must be clearly identified to the intended audience. 
Deceptive advertising: A representation, omission, act, or practice in an advertisement that is likely to mislead consumers acting reasonably under the circumstances. 
The Transmitter
Transmitter: An agent or intermediary with which the sender works to develop the marketing communications; for example, a firm’s creative department or an advertising agency. 
Encoding
Encoding: The process of converting the sender’s ideas into a message, which could be verbal, visual, or both. Important: not what is sent, but what is received. 
The Communication Channel
communication channel: The medium—print, broad- cast, the Internet—that carries the message. 
The Receiver
Receiver: The person who reads, hears, or sees and processes the information contained in the message or advertisement. 
Decoding: The process by which the receiver interprets the sender’s message. 
Noise
Noise: Any interference that stems from competing messages, a lack of clarity in the message, or a flaw in the medium; a problem for all communication channels. 
Feedback Loop
Feedback loop: Allows the receiver to communicate with the sender and thereby informs the sender whether the message was received and decoded properly. Forms: customer’s purchase of the item, a complaint or compliment, the redemption of a coupon or rebate, etc.
How Consumers Perceive Communication
Receivers Decode Messages Differently
The sender has little, if any, control over what meaning any individual receiver will take from the message. 
Senders Adjust Messages According to the Medium and Receivers’ Traits
Different media communicate in very different ways. 
Steps in Planning an IMC Campaign
1. Identify Target Audience
· Conduct research; keep in mind, may or may not be the same as current users of the product
2. Set Objectives
· Short term: generating inquiries, increasing awareness, prompting trial
· Long term: increasing sales, market share, and customer loyalty
· All marketing communications aims to achieve certain objectives: to inform, persuade, and remind customers.
3. Determine Budget
· objective-and-task method: An IMC budgeting method that determines the cost required to undertake specific tasks to accomplish communication objectives; process entails setting objectives, choosing media, and determining costs. 
· competitive parity method: A method of determining a communications budget in which the firm’s share of the communication expenses is in line with its market share. 
· percentage-of-sales method: A method of determining a communications budget that is based on a fixed percentage of forecasted sales. 
· affordable method: A method of determining a communications budget based on what is left over after other operating costs have been covered. 
4. Convey Message
· The Message
i. unique selling proposition (USP) A strategy of differentiating a product by communicating its unique attributes; often becomes the common theme or slogan in the entire advertising campaign. 
· The Appeal
i. Rational appeals: Helps consumers make purchase decisions by offering factual information and strong arguments built around relevant issues that encourage consumers to evaluate the brand favorably on the basis of the key benefits it provides. 
ii. Emotional appeal: Aims to satisfy consumers’ emotional desires rather than their utilitarian needs. 

5. Evaluate and Select Media
· Media planning: The process of evaluating and selecting the media mix that will deliver a clear, consistent, compelling message to the intended audience. 
· Media mix: The combination of the media used and the frequency of advertising in each medium. 
· Media buy: The purchase of airtime or print pages. 
· Mass and Niche Media
· mass media: Channels, such as national newspapers, magazines, radio, and television, that are ideal for reaching large numbers of anonymous audience members. 
· niche media: Channels that are focused and generally used to reach narrow segments, often with unique demo- graphic characteristics 
or interests. 
· Choosing the Right Medium
· For each class of media, each alternative has specific characteristics that make it suitable for meeting specific objectives. For example, consumers use different media for different purposes, to which advertisers should match their messages. 
· Determining the Advertising Schedule
· advertising schedule: Specifies the timing and duration of advertising. 
· continuous advertising schedule:  Runs steadily throughout the year and therefore is suited to products and services that are consumed continually at relatively steady rates and that require a steady level of persuasive or reminder advertising. 
· flighting advertising schedule:  Implemented in spurts, with periods of heavy advertising followed by periods of no advertising. 
· pulsing advertising schedule:  Combines the continuous and flighting schedules by maintaining a base level of advertising but increasing advertising intensity during certain periods. 
6. Create Communication
· Translated into words, pictures, colors and/or music.
7. Assess Impact Using Marketing Metrics
· Pretesting: Assessments performed before an ad campaign is implemented to ensure that the various elements are working in an integrated fashion and doing what they are intended to do. 
· Tracking: Includes monitoring key indicators, such as daily or weekly sales volume, while the advertisement is running to shed light on any problems with the message or the medium. 
· Post-testing: The evaluation of an IMC campaign’s impact after it has been implemented. 
· Traditional Media
i. Frequency: Measure of how often the target audience is exposed to a communication within a specified period of time. 
ii. Reach: Measure of consumers’ exposure to marketing communications; the percentage of the target population exposed to a specific marketing communication, such as an advertisement, at least once. 
iii. gross rating points (GRP) Measure used for various media advertising—print, radio, or television; GRP = reach × frequency. 

· Digital Media
· click-through tracking: Measures how many times users click on banner advertising on websites. 
Planning, Implementing, and Evaluating IMC Programs—An Illustration of Google Advertising 
search engine marketing (SEM):  Uses tools such as Google AdWords to increase the visibility of websites in search engine results. 
Impressions: The number of times an ad appears to a user. 
click-through rate (CTR): The number of times  a user clicks on an ad divided by the number of impressions. 
return on investment (ROI): Used to measure the benefit of an investment, ROI is calculated by dividing the gain of an investment by its cost. 
· [image: ]ROI = (Sales revenue – Advertising cost) / (Advertising Cost) 

Integrated Marketing Communications Tools
Advertising
Advertising: A paid form of communication from an identifiable source, delivered through  a communication channel, and designed to persuade the receiver to take some action, now or in the future. 
· advertising can be either offline or online and either passive or interactive. 
Personal Selling
personal selling: The two-way flow of communication between a buyer and a seller that is designed to influence the buyer’s purchase decision. 
· face to face, video teleconferencing, on the telephone, or over the Internet. 
· The cost of communicating directly with a potential customer is quite high compared with other forms of promotion, but it is simply the best and most efficient way to sell certain products and services. 

Sales Promotions
sales promotions: Special incentives or excitement-building programs that encourage the purchase of a product or service, such as coupons, rebates, contests, free samples, and point-of-purchase displays. 
· While some sales promotions are offline (e.g., printed coupons or contest entries), others are online (e.g., e-coupons downloaded to a smartphone.) 
Direct Marketing
direct marketing: Marketing that communicates directly with target customers to generate a response or transaction. 
· received the greatest increase in aggregate spending recently 
· offline forms such as direct mail, direct response TV commercials (infomercials), catalogues, and kiosks, as well as online technologies such as email, mobile, and podcasts. 
· Direct marketing has four defining characteristics: it is targeted, motivates an action, is measurable, and can provide information for the development of a marketing database. 
Direct Mail/Email
Direct Mail/Email: A targeted form of communication distributed to a prospective customer’s mailbox or inbox. 
· Studies consistently report that consumers are more receptive to direct mail than email 
Catalogues
· Typically, catalogues have been mailed, which can become an issue as a company grows. 
· Today, most companies with physical catalogues, such as IKEA and Business Depot, also offer online catalogues. 
Direct Response TV
direct response TV (DRTV) : TV commercials or infomercials with a strong call to action usually via toll-free number, return mail address, or website. 
Kiosks
· Some kiosks are temporary, such as the kiosks that are set up in malls primarily to sell gift items in the weeks leading up to Christmas. Other kiosks are permanent. 
· Business marketers use kiosks as well, particularly at trade shows to collect sales leads and to provide information on their products. 
Public Relations
public relations (PR): The organizational function that manages the firm’s communications  to achieve a variety of objectives, including building and maintaining a positive image, handling or heading off unfavorable stories or events, and maintaining positive relationships with the media. 

· cause-related marketing: Commercial activity in which businesses and charities form a partnership to market an image, product, or service for their mutual benefit; a type of promotional campaign. 
· event sponsorship: A popular PR tool; occurs when corporations sup- port various activities (financially or otherwise), usually in the cultural or sports and entertainment sectors. 
Digital Media
digital media: Tools ranging from simple website content to far more interactive features such as corporate blogs, online games, text messaging, social media, and mobile apps. 
Websites
· Firms use websites to build their brand image and educate customers about their products or services and where they can be purchased. 
· Sell merchandise online; provide advice and product knowledge; reviews…
Blogs
blog (weblog or web log):  A web page that contains periodic posts; corporate blogs are a new form of marketing communications. 
· A well-received blog can communicate trends, promote special events, create positive word-of-mouth, connect customers by forming a community, increase sales, improve customer satisfaction because the company can respond directly to customers’ comments, and develop a long-term relationship with the company. 
Social Media
· Social media is media content distributed through social interactions. 
· 3 most popular: YouTube, Facebook, Twitter
· more transparency and honesty than in most other forms of marketing communication. 
Mobile Apps
· Mobile marketing is marketing through wireless handheld devices, such as cellular telephones. 
· Apps are used for a variety of purposes, from games and advertising to business applications, or even to order a pizza and then track its delivery. 









Chapter 15: Advertising, Sales Promotions, and Personal Selling
Advertising
The AIDA Model
AIDA model: A common model of the series of mental stages through which consumers move as a result of marketing communications: Attention leads to Interest, which leads to Desire, which leads to Action. 
· Aka “think, feel, do” model
Attention
aided recall: Occurs when consumers recognize the brand when its name is presented to them. 
top-of-mind awareness: A prominent place in people’s memories that triggers a response without them having to put any thought into it. 
Interest
Communication must work to increase consumer’s interest level. Ensures ads’ message includes attributes that are of interest to the target audience.
Desire
“I like it” to “I want it”
Action
Satisfy a specific desire  making a purchase
The Lagged Effect
lagged effect: A delayed response to a marketing communication campaign. 
Advertising Objectives
· Unlike PR, advertising is not free; someone has paid, with money, trade, or other means, to get the message shown
· Advertising must be carried by some medium: television, radio, print, the Internet, T-shirts, sidewalks, and so on. 
· Legally, the source of the message must be known or knowable. 
· Advertising represents a persuasive form of communication, designed to get the consumer to take some action. 
Informative Advertising
informative advertising: Communication used to create and build brand awareness, with the ultimate goal of moving the consumer through the buying cycle to a purchase. 

Persuasive Advertising
persuasive advertising: Communication used to motivate consumers to take action: switch brands, try a new product, or even continue to buy the advertised product. 
· may be used to reposition an established brand by persuading consumers to change their existing perceptions of the advertised product. 
Reminder Advertising
reminder advertising: Communication used to remind consumers of a product or to prompt repurchases, especially for products that have gained market acceptance and are in the maturity stage of their life cycle. 
Food of Advertisements
product-focused advertisements:  Used to inform, persuade, or remind consumers about a specific product or service. 
institutional advertisements:  Used to inform, persuade, and remind consumers about issues related  to places, politics, an industry, or a particular corporation. 
Product Placement
product placement: Inclusion of a product in nontraditional situations, such as in a scene in a movie or TV program. 
Public Service Announcement
public service announcement (PSA): Advertising that focuses on public welfare and generally is sponsored by nonprofit institutions, civic groups, religious organizations, trade associations, or political groups; a form of social marketing. 
social marketing: The application of marketing principles to a social issue to bring about attitudinal and behavioral change among the general public or a specific population segment. 
[image: ]Regulatory and Ethical Issues in Advertising
· the regulation of advertising involves a complex mix of formal laws and informal restrictions designed to protect consumers from deceptive practices. 

Puffery: The legal exaggeration of praise, stopping just short of deception, lavished on a product. 
Sales Promotion
· when sales promotions are targeted at channel members, the marketer is employing a push strategy; when it targets consumers themselves, it is using a pull strategy. 
Consumer Sales Promotions
Coupons
· used in supermarkets, at the cash register, over the Internet, and by mail
· used more when downloaded from Internet
· low redemption rates, inexpensive
Deals
Deal: A type of short-term price reduction that can take several forms, such as a “featured price,” a price lower than the regular price; a “buy one, get one free” offer; or a certain percentage “freer” offer contained in larger packaging. 
· Reduced percentage interest rates or extended repayment terms
· Deals can alter perceptions of value
Premiums
Premium: An item offered for free or at a bargain price to reward some type of behavior, such as buying, sampling, or testing. 
· Included in cereal boxes, placed visibly on a package
· Can be very effective is they are consistent with the brand’s message and image and highly desirable to the target market
Contests
Contest: A brand-sponsored competition that requires some form of skill or effort. 
· Used to drive sales, draw attention to a company’s initiatives and even promote environmental causes.
Sweepstakes
Sweepstakes: A form of sales promotion that offers prizes based on a chance drawing of entrants’ names, by either buying a ticket or completing a form.
· Key benefit: they encourage current consumers to consume more if the sweepstakes form appears inside the packaging or with the product. 
Sampling
Sampling: Offers potential customers the opportunity to try a product or service before they make a buying decision. 
· Most costly but also most effective (Costco)
Loyalty Programs
loyalty program: Specifically designed to retain customers by offering premiums or other incentives to customers who make multiple purchases over time. 
Point-of-Purchase Displays
point-of-purchase (POP) display : A merchandise display located at the point of purchase, such as at the checkout counter in a grocery store. 
Rebates
Rebates: a particular type of price reduction in which a portion of the purchase price is returned by the seller to the buyer. 
Trade Channel Sales Promotions
· Far more money is spent on trade channel sales promotions than on consumer sales promotions
· Trade channel promotions help convince retailers and wholesalers to stock a new brand, give it eye-level shelf space, and promote it in their flyers and other advertisements. 
Discounts and Allowances	
· Used to maintain or increase inventory levels in the distribution channel
· Case allowance: a discount or dollar amount taken off each case ordered during specific time
· Or products for free
Co-operative Advertising
· helps to compensate trade channel members for money they spend promoting products and encourages them to feature products more often. 
Sales Force Training
· gives a company’s sales force more in-depth product knowledge, which enhances their confidence in the product and increases the likelihood of future sales. 
Using Sales Promotion Tools
pop-up stores: Temporary storefronts that exist for only a limited time and generally focus on a new product or a limited group of products offered by a retailer, manufacturer, or service provider; they give consumers a chance to interact with the brand and build brand awareness.
cross-promoting: Efforts of two or more firms joining together to reach a specific target market. 
Evaluating Sales Promotions by Using Marketing Metrics
To evaluate a trade promotion, retailers consider:
· the realized margin from the promotion  
· the cost of the additional inventory carried because of buying more than the normal amount of the product the potential increase in sales from the promoted merchandise  
· the long-term impact on sales of the promotion  
· the potential loss suffered when customers switch to the promoted merchandise from more profitable TVs  
· the additional sales made to customers attracted to the store by the promotion  
Personal Selling
The Scope and Nature of Personal Selling
· Personal selling can take place in various situations: face to face, via video teleconferencing, on the telephone, or over the Internet. 
· Many people love the lifestyle
· Variety often attracts people to sales
· Professional selling and sales management can be a very lucrative (profitable) career
· Because salespeople are the front-line emissaries for their firm, they are very visible to management. 
The Value Added by Personal Selling
Personal selling adds value by building relationships, educating and providing advice, and saving customers time and simplifying things for them. 
Sales People Build Relationships
relationship selling: A sales philosophy and process that emphasizes a commitment to maintaining the relationship over the long term and investing in opportunities that are mutually beneficial to all parties. 
Salespeople Educate and Provide Advice
Retail salespeople can provide valuable information about how a garment fits, new fashions, or directions for operating products. 
Salespeople Save Time and Simplify Buying
Customers perceive value in time and labor savings. They shouldn’t take over the retail jobs.
The Personal Selling Process
Step 1: Generate and Qualify Leads
Leads: A list of potential customers. 
Qualify: The process of assessing the potential of sales leads. 
Trade shows: Major events attended by buyers who choose to be exposed to products and services offered by potential suppliers in an industry. 
Cold calls: A method of prospecting in which salespeople telephone or go to see potential customers without appointments. 
Telemarketing: A method of prospecting in which salespeople telephone potential customers. 
Step 2: Pre-approach
Pre-approach: In the personal selling process, occurs prior to meeting the customer for the first time and extends the qualification of leads procedure; in this step, the salesperson conducts additional research and develops plans for meeting with the customer. 
Step 3: Sales Presentation and Overcoming Objections
The Presentation
The beginning of the presentation may be the most important part of the entire selling process, because this is when the salesperson establishes exactly where the customer is in his or her buying process 
Handling Objections
Although not all objections can be forestalled, effective salespeople can anticipate and handle some of them. 
Similar to other aspects of the selling process, the best way to handle objections is to relax and listen, and then to ask questions to clarify any reservations. 
Step 4: Closing the Sale
closing the sale: Obtaining a commitment from the customer to make a purchase. 
Step 5: Follow-Up
· Reliability. The salesperson and the supporting organization must deliver the right product or service on time.  
· Responsiveness. The salesperson and support group must be ready to deal quickly with any issue, question, or problem that may arise.  
· Assurance. Customers must be assured through adequate guarantees that their purchase will perform as expected.  
· Empathy. The salesperson and support group must have a good understanding of the problems and issues faced by their customers. Otherwise, they cannot give them what they want.  
· Tangibles. Because tangibles reflect the physical characteristics of the seller’s business, such as its website, marketing communications, and delivery materials, their influence is subtler than that of the other four service quality dimensions. That doesn’t mean it is any less important. Retail customers are generally more pleased with a purchase if it is carefully wrapped in nice paper instead of being haphazardly thrown into a crumpled plastic bag. The tangibles offer a signal that the product is of high quality, even though the packaging has nothing to do with the product’s actual performance.  




Class notes for Module 11
*watch guest speaker*
TRADITIONAL ADVERTISING
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Pretest the Ad
· Conduct research that gets consumer reactions to ad messages before they are placed in the media
· Minimizes the chance of making mistakes and reduces the likelihood of generating negative publicity
· Techniques include concept testing, animal testing, finished testing
Difference between publicity and advertisement
Publicity
· Any unpaid communication about an organization appearing in the mass media.
· Benefits
· Can build awareness and interest in a product
· Viewed as more credible than advertising, personal selling, etc.
· It is free!
· Downside of publicity
· Little/no control over the message
· Can be negative

Fear appeals 
· Middle level is better
· Source credibility is important
· Social fear much more effective. Real fear not good
· Repetition is required
Humor appeals
· Attracts attention
· Reduces comprehension
· Distracts from central message
· Enhances source credibility
NEW APPROACHES TO ADVERTISING AND PROMOTION
A lot of product placement  part of marketing mix
Mass marketing doesn’t work as much anymore
NOVEMBER 28, 2017
Word of mouth today
1. New personal communications technology – blogs, IM, cell…
2. Increased marketing literacy – trusted word of mouth
3. Acute advertising clutter - friends
4. Accelerating media fragmentation
5. New ad blocking technology
Key take-aways
· Know your customer
· Never assume the obvious to be true
· Balance left side of the brain with right side of the brain / quantitative and qualitative
· Competing on low price is cop-out; sell value.
· Synergize; orchestrate all facets of your marketing plan to “sing in harmony”
Starbucks
· Take the time to appreciate the customer point-of-view and the nuances of the consumption experience
· All brand loyal relations are not created equal. Loyalties vary in strength, character, and kindness
· Loyalty does not last forever
· Be aware of fast growth
· The essence of positioning is sacrifice (Ries & Trout)
· You can’t be everything to everyone
· Products positioned to offer the best for both worlds risk ending up being stuck in the middle between more convincing offerings
Going Against the Current: Ikea
· Marketing’s role is to provide customers with value

Semester Summary
· Marketing is not selling
· Marketing creates mutually satisfying product exchange relationships
· Marketing view of what is a “product”
· Where are we now in marketing? Relationships, technology, knowledge, and dialogue
· Two types:
· Corporate marketing strategy
· Vision, mission, SBU analysis corporate positioning and branding
· Product level marketing planning
· STP, 4Ps
· Environmental analysis
· STP
· Branding: Cohiba
· Marketing Research
· Descriptive research
· Causal methods
· New research technologies
· Distributions, retailing, and wholesaling
· New systems, organic network
· Product and services
· Why so many products fail
· Concept of PLC
· How to accelerate the rate of diffusion
· Different terms
· Service quality and sources of complaints
· Customer satisfaction… Starbucks
· Pricing
· Examples of real life pricing
· Pricing objectives
· Pricing methods
· Contribution to overheads and profits
· Perceived value pricing
· Pricing of digitized products
· Promotion (Guest Lecture: Andrew Milne)
· Promotional mix and history
· Types of promotion
· Fear, humor and sex appeals
· Issues in promotion
· Buzz, viral, connected marketing… false news/advertising/legal concerns
· B2B Marketing
· Global Marketing
· 3 guest speakers are important
summary of key take-aways
· be a market driver (innovation): not market driven (consumer knowledge!)
· market potential depends on how you define the market: seek blue ocean
· Using MR to determine the true size of markets
· Consider the lifetime value of the customer when making long-term decisions
· Identify the most relevant price benchmarks for a new product
· Price sensitivity is an important basis of segmentation 
· Understanding and responding to customer needs is crucial
Chapter 8: Developing New Products
Chapter 9: Product, Branding, Packaging
Chapter 10: Services… focus on service Quality Model
Chapter 11: Pricing Concepts and Strategies
Chapter 12: Distribution Strategies
Chapter 13: Retailing
Chapter 5: B2B
Chapter 14: Integrated Marketing Communications
Chapter 15: Advertising, Sales Promotion, and Personal Selling
Chapter 16: Social and Mobile Marketing
Chapter 17: Global Marketing
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Module 7: Chapter 8: Developing New Products
Product: Anything that is of value to a consumer and can be offered through a marketing exchange. 
Why Do Firms Create New Products?
Innovation: The process by which ideas are transformed into new products and services that will help firms grow. 
Changing Customer Needs
· When they add new products to their offerings, firms can create and deliver value more effectively by satisfying the changing needs of their current and new customers or simply by keeping customers from getting bored with the current product or service offering. 
Market Saturation
· The longer a product exists in the marketplace, the more likely it is that the market will become saturated. Without  new products or services, the value of the firm will ultimately  decline. 
Managing Risk Through Diversity 
· Through innovation, firms often create a broader portfolio of products, which helps them diversify their risk and enhance firm value better than a single product can. 
Fashion Cycles
· In industries that rely on fashion trends and experience short product life cycles— including apparel, arts, books, and software—most sales come from new products. 
Improving Business Relationships
· New products do not always target end consumers; sometimes they function to improve relationships with suppliers. 
Innovation and Value
Pioneers: New product introductions that establish a completely new market or radically change both the rules of competition and consumer preferences in a market; also called breakthroughs. (ex: iPod)
First movers: Product pioneers that are the first to create a market or product category, making them readily recognizable to consumers and thus establishing a commanding and early market share lead. 
95% of all consumer goods fail. Why?
· They offer consumers too few benefits compared with existing products
· They are too complex or require substantial learning and effort before consumers can use them
· Bad timing


Adoption of Innovation
diffusion of innovation: The process by which the use of an innovation, whether a product or a service, spreads throughout a market group over time and over various categories of adopters. 
Innovators
Innovators: Those buyers who want to be the first to have the new product or service. 
Early Adopters
early adopters: The second group of consumers in the diffusion of innovation model, after innovators, to use a product or service innovation; generally don’t like to take as much risk as innovators. 
Early Majority
early majority: A group of consumers in the diffusion of innovation model that represents approximately 34 percent of the population; members don’t like to take much risk and therefore tend to wait until bugs are worked out. 
Late Majority
Late majority: the last group of buyers to enter a new product market.
Laggards
Laggards: Consumers who like to avoid change and rely on traditional products until they are no longer available. 
Using the Adoption Cycle
Relative Advantage
If a product is perceived to be better than substitutes, then the diffusion will be relatively quick. 
Compatibility
Most business professionals and executives have to make decisions in a timely fashion and be able to communicate their decisions in a timely manner also; they need real-time information to do this. 
Observability
When products are easily observed, their benefits or uses are easily communicated to others, which enhances the diffusion process. 
Complexity and Trial-ability
Products that are relatively less complex are also relatively easy to try. These products will generally diffuse more quickly than those that are not. 

How Firms Develop New Products
Idea Generation
To generate ideas for new products, a firm can use its own internal R&D efforts, collaborate with other firms and institutions, license technology from research-intensive firms, brainstorm, research competitors’ products and services, and/or conduct consumer research. 
Internal Research and Development
Many firms have their own R&D departments, in which scientists work to solve complex problems and develop new ideas. 
Licensing
For many new scientific and technological products, firms buy the rights to use the technology or ideas from other research-intensive firms through a licensing agreement. 
Brainstorm
Firms often engage in brainstorming sessions during which a group works together to generate ideas. 
Competitors’ Products
reverse engineering: Involves taking apart a competitor’s product, analyzing it, and creating an improved product that does not infringe on the competitor’s patents, if any exist. 
Customer Input
Listen to customers for successful idea generation.
lead users: Innovative product users who modify existing products according to their own ideas to suit their specific needs. 
Concept Training
Concepts: Brief written descriptions of a product or service; its technology, working principles, and forms; and what customer needs it would satisfy. 
Concept testing: The process in which a concept statement that describes a product or a service is presented to potential buyers or users to obtain their reactions. 
Product Development
Product development: Entails a process of balancing various engineering, manufacturing, marketing, and economic considerations to develop a product. 
Prototype: The first physical form or service description of a new product, still in rough or tentative form, that has the same properties as a new product but is produced through different manufacturing processes, sometimes even crafted individually. 

Alpha testing: An attempt by the firm to determine whether a product will perform according to its design and whether it satisfies the need for which it was intended; occurs in the firm’s R&D department. 
Beta testing: Having potential consumers examine a product prototype in a real-use setting to determine its functionality, performance, potential problems, and other issues specific to its use. 
Market Testing
Premarket Tests
Premarket test: Conducted before a product or service is brought to market to determine how many customers will try and then continue to use it. 
Test Marketing
Test marketing: Introduces a new product or service to a limited geographical area (usually a few cities) prior to a national launch. 
Product Launch
If the market testing returns with positive results, the firm is ready to introduce the product to the entire market. This is the most critical step in the new product introduction and requires tremendous financial resources and extensive co-ordination of all aspects of the marketing mix. 
Promotions
The test results help the firm determine an appropriate integrated marketing communications strategy. 
Place
The firm must have an adequate quantity of products available for shipment and to keep in stock at relevant stores. 
Price
The firm needs to ensure that it gets the price right. 
Timing
The timing of the launch may be important, depending on the product. 
Evaluation of Results
After the product has been launched, marketers must undertake a critical post-launch review to determine whether the product and its launch were a success or a failure and what additional resources or changes to the marketing mix are needed, if any. 
· Its satisfaction of technical requirements, such as performance
· Customer acceptance
· Its satisfaction of the firm’s financial requirements, such as sales and profits
The Product Life Cycle
Product life cycle: Defines the stages that new products move through as they enter, get established in, and ultimately leave the marketplace and thereby offers marketers a starting point for their strategy planning. 
Introduction Stage
introduction stage: Stage of the product life cycle when innovators start buying the product. 
Growth Stage
growth stage: Stage of the product life cycle when the product gains acceptance, demand and sales increase, and competitors emerge in the product category. 
Maturity Stage
maturity stage: Stage of the product life cycle when industry sales reach their peak, so firms try to rejuvenate their products by adding new features or repositioning them. 
Entry into New Markets or Market Segments
Because the market is saturated at this point, firms may attempt to enter new geographical markets, including international markets, that may be less saturated. 
Development of New Products
Despite market saturation, firms continually introduce new products with improved features or find new uses for existing products because they need constant innovation and product proliferation to defend market share during intense competition. 
Decline Stage
decline stage; Stage of the product life cycle when sales decline and the product eventually exits the market. 
The Shape of the Product Life Cycle Curve
In theory, the product life cycle curve is assumed to be bell-shaped with regard to sales and profits. In reality, however, each product or service has its own individual shape; some move more rapidly through their product life cycles than others, depending on how different the product or service is from products currently in the market and how valuable it is to the consumer. New products and services that consumers accept very quickly have higher consumer adoption rates very early in their product life cycles and move faster across the various stages. 
Strategies Based on Product Life Cycle: Some Caveats (Warning)
The most challenging part of applying the product life cycle concept is that managers do not know exactly what shape each product’s life cycle will take, so there is no way to know precisely what stage a product is in. 


Module 7: Chapter 9: Product, Branding, and Packaging Decisions
Complexity of Products and Types of Products
Complexity of Products
core customer value: The basic problem- solving benefits that consumers are seeking. 
associated services (or augmented product) The nonphysical attributes of the product, including product warranties, financing, product support, and after-sale service. 
Types of Products
· There are two primary categories of products and services based on who is buying them: consumers or businesses 
consumer products: Products and services used by people for their personal use. 
Specialty Products/Services
specialty goods/services: Products or services toward which the customer shows a strong preference and for which he or she will expend considerable effort to search for the best suppliers. 
Shopping Products/Services
shopping goods/services: Products or services, such as apparel, fragrances, and appliances, for which consumers will spend time comparing alternatives. 
Convenience Products/Services
convenience goods/ services:  Products or services for which the consumer is not willing to spend any effort to evaluate prior to purchase. 
Unsought Products/Services
Unsought products/services: Products consumers either do not normally think of buying (funeral services, fire extinguishers) or do not know about.
Product Mix and Product Line Decisions
Product mix: The complete set of all products offered by a firm. 
product lines: Groups of associated items, such as those that consumers use together or think of as part of a group of similar products. 
product category: An assortment of items that the customer sees as reasonable substitutes for one another. 
Brands: The names, terms, designs, symbols, or any other features that identify one seller’s good or service as distinct from those of other sellers. 
product mix breadth: The number of product lines, or variety, offered by the firm. 
product line depth: The number of products within a product line. 
stock keeping units (SKUs) : Individual items within each product category; the smallest unit available for inventory control. 
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Change Product Mix Breadth
Increase Breadth
Firms often add new product lines to capture new or evolving markets, increase sales, and compete in new venues. 
Decrease Breadth
Sometimes it is necessary to delete entire product lines to address changing market conditions or meet internal strategic priorities. 
Change Product Line Depth
Increase Depth
Firms may add new products within a line to address changing consumer preferences or preempt competitors while boosting sales.
Decrease Depth
From time to time, it is necessary to delete product categories to realign resources. Consumer goods firms make pruning decisions regularly to eliminate unprofitable items and refocus their marketing efforts on more profitable items. 


Change Number of SKUs	
A very common and ongoing activity for many firms is the addition or deletion of SKUs in existing categories to stimulate sales or react to consumer demand. 
Product Line Decisions for Services
Many of the strategies used to make product line decisions for physical products can also be applied to services. 
Branding 
Value of Branding
Brands add value to merchandise and services beyond physical and functional characteristics or the pure act of performing the service. 
Brands Facilitate Purchasing
· Brands help consumers make quick decisions.
Brands Establish Loyalty
· Consumers learn to trust certain brands.
Brands Protect from Competition and Price Competition
· Because strong brands are more established in the market and have a more loyal customer base, neither competitive pressures on price nor retail-level competition is as threatening to the firm. 
Brands Reduce Marketing Costs
· Firms with well-known brands can spend relatively less on marketing costs than firms with little- known brands because the brand sells itself. 
Brands are Assets
· Brands are also assets that can be legally protected through trademarks and copyrights and thus constitute a unique ownership for the firm. 
Brands Impacts Market Value
· Having well-known brands can have a direct impact on the company’s bottom line.
Brand Equity
brand equity: The set of assets and liabilities linked to a brand that add to or subtract from the value provided by the product or service. 
· Brand health must be actively managed to maintain a positive image. A recall of lululemon yoga pants, for example, could hurt brand equity in the absence of corrective action. 
Brand Awareness
brand awareness: Measures how many consumers in a market are familiar with the brand and what it stands for; created through repeated exposures of the various brand elements (brand name, logo, symbol, character, packaging, or slogan) in the firm’s communications to consumers. 
Perceived Value
perceived value: The relationship between a product or service’s benefits and its cost.  
Brand Associations
brand associations: The mental links that consumers make between a brand and its key product attributes; can involve a logo, slogan, or famous personality. 
brand personality: Refers to a set of human characteristics associated with a brand, which has symbolic or self-expressive meanings for consumers. 
Brand Loyalty
brand loyalty: Occurs when a consumer buys the same brand’s product or service repeatedly over time rather than buying from multiple suppliers within the same category. 
Branding Strategies
Brand Ownership
manufacturer brands: Brands owned and managed by the manufacturer. (Nike, Mountain Dew, KitchenAid, and Marriott)
private-label brands (store brands): Brands developed and marketed by a retailer and available only from that retailer. (President’s Choice)
generic: A product sold without a brand name, typically in commodities markets. 
Naming Brands and Product Lines
Corporate Brands
corporate brand: The use of a firm’s own corporate name to brand all of its product lines and products. (Gap: gapKids, babyGap…)
Family Brands
family brand: The use of a combination of the company brand name and individual brand name to distinguish a firm’s products. (Kellogg’s)
Individual Brands
individual brand: The use of individual brand names for each of a firm’s products. 
 
Choosing a Name
· The brand name should be descriptive and suggestive of benefits and qualities associated with the product
· Easy to pronounce, recognize, and remember
· The company should be able to register the brand name as a trademark and legally protect it
· For companies looking to global markets, the brand name should be easy to translate into other languages 
Brand Extension
brand extension: The use of the same brand name for new products being introduced to the same or new markets. 
Advantages of brand extension
· firm can spend less in developing consumer brand awareness and brand associations for the new product because the brand name is already well established.
· if the brand is known for its high quality, that perception will carry over to the new product. 
· when brand extensions are used for complementary products, a synergy exists between the two products that can increase overall sales. 
brand dilution: Occurs when a brand extension adversely affects consumer perceptions about the attributes the core brand is believed to hold. 
Cobranding
Cobranding: The practice of marketing two or more brands together, on the same package or promotion. 
Brand Licensing
brand licensing: A contractual arrangement between firms, whereby one firm allows another to use its brand name, logo, symbols, or characters in exchange for a negotiated fee. 
· The firm that provides the right to use its brand (licensor) obtains revenues through royalty payments from the firm that has obtained the right to use the brand (licensee). 
Packaging
Packaging is an important brand element with more tangible or physical benefits than the other brand elements because packages come in different types and offer a variety of benefits to consumers, manufacturers, and retailers. Packaging attracts the consumer’s attention, enables products to stand out from their competitors, and offers a promotional tool.
· Stand-up, re-closable zipper pouches. 
· Aluminum beverage cans. 
· Aseptic packaging.
· Child-resistant/senior-friendly packages.
· Green and biodegradable packaging. 

Labelling
Labels on products and packages provide information the consumer needs for his or her purchase decision and consumption of the product. In that they identify the product and brand, labels are also an important element of branding and can be used for promotion. 
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Chapter 10: Service (focus on service quality)
service quality: Customers’ perceptions of how well a service meets or exceeds their expectations. 
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voice-of-customer (VOC) program : An ongoing marketing research system that collects customer insights and intelligence to influence and drive business decisions. 
zone of tolerance: The area between customers’ expectations regarding their desired service and the minimum level of acceptable service— that is, the difference between what the customer really wants and what he or she will accept before going elsewhere. 
Describe the 4E framework of social media marketing. 
The 4E framework recognizes that marketers must excite customers with relevant offers; educate them about the offering; help them experience products, whether directly or indirectly; and give them an opportunity to engage. 
Understand the types of social media. 
Users of social media employ them to promote themselves or their products and services. They do so through three main categories: social networking sites (e.g., Facebook, LinkedIn), media-sharing sites (e.g., YouTube), and thought-sharing sites (e.g., blogs, Twitter). 
Understand the types of mobile applications. 
As mobile users increase in number and diversity, the applications developed to appeal to them are spreading as well. For now, most of these apps constitute three broad categories: price checking apps, location-based apps, and fashion apps. However, many applications span more than one category. 
Recognize and understand the three components of a social media strategy. 
Firms engage with customers through social and mobile media using a three-step process. First, they listen to the customer using techniques like sentiment analysis. Second, they analyze the data collected in the first step using metrics like bounce rates, click paths, and conversion rates. Finally, they use this information to develop tactics to engage their customers. 
Understand the methods for marketing yourself using social media. 
To market themselves, people need to ensure they reach a large number of people, that they influence those people, and that the network of people that they influence is also influential. Several firms, such as Klout, have devised metrics to assess one’s social network impact. Having a social net- work presence is becoming increasingly important in finding certain types of marketing jobs. But, on a cautionary note, it is important for people to carefully choose how they are portrayed in social media because once something is posted, it is there for all to see, including potential employers. 


Chapter 17: Global Marketing 
Explain the components of global market assessments 
First, firms must determine whether a proposed country has a political and legal environment that favors business. Second, firms must assess the general economic environment. For instance, countries with a trade surplus, strong domes- tic and national products, population growth, and income growth tend to be favorable prospects. Third, firms should be cognizant of the sociocultural differences between their home and host countries and adapt to those differences to ensure successful business relationships. Fourth, firms should assess a country’s technology and infrastructure capabilities. To be successful in a particular country, the firm must have access to adequate transportation, distribution channels, and communications. 
Understand the marketing opportunities in BRIC countries 
Technology, particularly in the communication field, has facilitated the growth of global markets. Firms can communicate with their suppliers and customers instantaneously, easily take advantage of production efficiencies in other countries, and bring together parts and finished goods from all over the globe. Four countries that provide tremendous marketing opportunities are the BRIC nations—Brazil, Russia, India and China. These countries have large populations that are increasingly interested in the latest goods and services. 
Describe the various global market entry strategies 
Firms have several options for entering a new country, each with a different level of risk and control. Direct investment is the riskiest but also has the potential to be the most lucrative. Firms that engage in a joint venture with other 
firms already operating in the host country share the risk and obtain knowledge about the market and how to do business there. A strategic alliance is similar to a joint venture, but the relationship is not as formal. A less risky method of entering a new market is franchising, in which, similar to domestic franchise agreements, the franchisor allows the franchisee to operate a business using its name and strategy in return for a fee. The least risky method of entering another country is exporting. 
List the similarities of and differences between a domestic marketing strategy and a global marketing strategy 
The essence of a global marketing strategy is no different than that of a domestic strategy. The firm starts by identifying its target markets, chooses specific markets to pursue, and crafts a strategy to meet the needs of those markets. However, additional issues make global expansion more difficult. For instance, the company needs to ask the following questions: Should the product or service be altered to fit the new market better? Does the firm need to change the way it prices its products in different countries? What is the best way to get the product or service to the new customers? How should the firm communicate its product or service offering in other countries? 
Explain how ethical issues affect global marketing practices 
In particular, firms must be cognizant of the impact their businesses have on the environment. When producing merchandise or employing service personnel in another country, companies must be certain that the working conditions and wages are fair and adequate, even if the workers are employed by a third party. Finally, marketers must be sensitive to the impact their business has on the culture of the host country. 
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RELIABILITY:
The ability to perform the service
dependably and accurately.

EMPATHY:
The caring, individualized attention provided
to customers.
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Reliability

Responsiveness

Offers sound curriculum with extensive placement

Slow to respond to application. Very structured
visitation policy. Rather inflexible with regard to
personal inquiries or additional meetings.

Staff seems very confident in reputation
and services.

Seems to process student body as a whole rather
than according to individual needs or concerns.

Very traditional campus with old-world look and feel.

Facilties are manicured. Dorm rooms are large, but

bathrooms are a lttle old.

Curriculum covers allthe basics but important
courses are not always available. Career placement
is haphazard at best.

Quick response during application process. Open
visitation policy. Offers variety of campus resources
to help with decision making.

Informal staff who convey enthusiasm for institution.

Very interested in providing a unique experience
for each student.

New campus with modern architecture. Campus
is less manicured. Dorm rooms are spacious with
newer bathrooms.
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