
Chapter 8: Developing New Products
· How new products are developed to meet the needs and wants of those customers
· 4 P’s – products are central to adding value to the customer

· New-to-the-market products only account for 10% 
Why do firms create new products?
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Innovation: the process in which ideas are transformed into new products and services that will help firms grow

Changing Consumer needs

· When adding new products to their offerings, firms create and deliver value more effectively by satisfying the changing needs of their current and new customers
Market Saturation

· The longer a product exists in the marketplace, the more likely it is that the market will become saturated
· Introducing new lines of products every couple years
Managing risk through diversity

· Firms with multiple products are better able to withstand external factors
· Example: Dyson vacuums or Special K cereal range of flavors, bars or snacks
Fashion Cycles

· Short product life cycles
· Movies make most their money the first year
Innovation and Value

Pioneers: new product introductions with a new market, changing competition and consumer buying preferences – also called breakthroughs

· First movers:  first to create the market or product category, become readily recognized to consumers and establish a commanding market share lead
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· As many as 95% of consumer goods fail, and products suffer failure rates of 50-80% - Fail because: 
1. Offer consumers too few benefits compared with existing products
2. Too complex and require substantial learning and effort before consumers can use them
3. Bad timing – introduced at a time where consumers are not ready or looking for a new product
Adoption of New Products
Diffusion/adoption of innovation: the use of an innovation spreads throughout a market group over time and over various categories of adaptors

1. Helps marketers understand the rate at which consumers are likely to adopt a new product or service
2. Gives a means to identify potential markets for new services
3. Predicts potential sales, even before they introduce innovation
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Consumer Adoption Cycle
1. Innovators
· People who want to be first to have a new product or service
· Buyers enjoy taking risks, highly knowledgeable and not price sensitive
· Example: person who waits outside a store for new iPhone 5
2. Early Adopters
· Generally don’t like to take as much risk as early adopters
· Wait to buy the product after careful review
· Regarded as opinion leaders for particular product categories
· Represents 13.5% of buyers
3. Early Majority
· Represents 34% of buyers
· Crucial for the product because few new products can be profitable until this large group buys them
· These members don’t take risk so typically wait for the ‘bugs’ to be worked out of a particular product or service
· They experience little risk, because all the reviews are in, and their costs are lower because they're renting the movie instead of going to the theatre
4. Late Majority
· Last group of buyers to enter the product market
· Product has achieved its full market potential
· By the time the late majority enters the market, sales tend to level off or may be in decline
· Represent 34% of buyers
5. Laggards
· Roughly 16% of the market
· Avoid change and rely on products they know and trust
· Traditional products that are no longer available
Using the Adoption Cycle
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Factors Affecting Product Diffusion Speed
1. Relative advantage
· If a product is seen as better than its competitors, then the diffusion will be relatively quick
2. Compatibility
· Compatible with what customers want it to do
· Example: blackberry consumers need real-time information in business
3. Observability
· When products are easily observable, their benefits or uses become easily communicated to others, enhancing the diffusion process
4. Complexity and Trialability
· Products that are less complex are easier to try
· These will diffuse quicker than other, more complex products
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The product development process
1. Idea Generation
· Internal R&D
· Collaborate with other firms
· License technology
· Brainstorm
· Conduct consumer research – 85% of new B2B product ideas come from consumers
· Competitors products – reverse engineering
2. Concept testing
· Process in which a concept statement is presented to potential buyers representative of a larger market or users to obtain reactions
· If it fails to meet consumer needs or wants, its likely to fail in the market
· Marketers should ask whether the product would satisfy a need that other products currently are not meeting
3. Product Development
· Product development or product design
· Marketers also should ask whether the product would satisfy a need that other products currently are not meeting
· Alpha testing: occurs within the firms R&D, using employees
· Beta testing: uses potential consumers, who examine the product prototype in a “real use” setting to determine its functionality, performance, potential problems, and other issues specific to its use
4. Market testing
· Premarket testing: determine how many customers will try and then continue to use the product or service according to a small group of potential consumers
· Market testing: introduces the product to a particular geographic location prior to national launch
· Test marketing costs more and takes longer than premarket tests
· Test marketing offers a key advantage: the firm can study actual consumer behaviour, which is more reliable than simulated test
5. Product launch
· Most critical step in the new product introduction 
· Requires tremendous financial resources and extensive coordination of all aspects of the marketing mix
· Promotion: 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: easier to start with a higher price and offer promotions (e.g., coupons, rebates) and then over time to lower the price than it is to introduce the new product at a low price and then try to raise it
6. Evaluation of results
· Firms measure the success of a new product by three interrelated factors: 
· (1) Its satisfaction of technical requirements, such as performance 
· (2) Customer acceptance 
· (3) Its satisfaction of the firm's financial requirements, such as sales and profits
Product Life Cycle (PLC)
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1. Introduction
· New innovation usually starts with a single firm
· Some new-to-the-world products define their own product category 
2. Growth
· A growing number of product adopters 
· Rapid growth in industry sales 
· Increases in both the number of competitors and the number of available product versions
· Market becomes more segmented and the consumer preferences more varied, which increases the potential for new markets or new uses of the product
· Firms attempt to reach new customers by studying their preferences and producing different product variations
· The goal of this segmentation is to ride the rising sales trend and firmly establish the firm's brand, so as not to be outdone by competitors
3. Maturity
· Adoption of products in the late majority and intense competition for  market share among firms
· They face intense competition on price as the average price of the product falls substantially compared with the shifts during the previous two stages of the life cycle
· Entry into new markets or market segments – geographical or international
· Development of new products
4. Decline
· Either positioned in a niche segment or they exit the market
· Variations in the PLC
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Summary

LO1: Firms need to innovate to respond to changing customer needs, prevent decline in sales, avoid market saturation, diversify their risk, and respond to short product life cycles. New products and services keep current customers coming back for more and induce new customers into the market. Risky, new-to-the-world products have tremendous potential because they are the first in the market to offer something that has never before been available

LO2: The diffusion of innovation theory can help firms predict which types of customers will buy their products or services immediately upon introduction, as well as later as the products/services gain more acceptance in the market. The firms can then develop marketing strategies to encourage acceptance among each customer group. Diffusion of innovation also can help predict sales.

LO3: When firms develop new products, they go through several steps. First, they generate ideas for the product or service by using several alternative techniques, such as internal research and development, licensing, brainstorming, tracking competitors' products or services, or working with customers. Second, firms test their concepts by either describing the idea of the new product or service to potential customers or showing them images of what the product would look like. Third, the design process entails determining what the product or service will actually include and provide; fourth, firms test-market their designs. Fifth, if everything goes well in the test market, the product is launched. Sixth, firms must evaluate the new product or service to determine its success.

LO4: The product life cycle helps firms make marketing mix decisions on the basis of the product's stage in its life cycle. In the introduction stage, companies attempt to gain a strong foothold in the market quickly by appealing to innovators. During the growth stage, the objective is to establish the brand firmly. When the product reaches the maturity stage, firms compete intensely for market share, and many potential customers already own the product or use the service. Eventually, most products enter the decline phase, during which firms withdraw marketing support and eventually phase out the product. Knowing where a product or service is in its life cycle helps managers determine its specific strategy at any given point in time.

Chapter 9: Product, Branding and Packaging
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Complexity and Types of Products
Complexity of Products

· Marketers involved with the development, design, and sale of products think of them in an interrelated fashion
· Core customer value: defines the basic problem-solving benefits that consumers are seeking
· Actual Product: 
· Attributes such as the brand name, features/design, quality level, and packaging are considered, though the importance of these attributes varies depending on the product
· Associated Service:
· Nonphysical aspects of the product, such as product warranties, financing, product support and after sale service
Types of Products

· Consumer products: products and services used by people for their personal use
· Marketers further classify these products by the way they are used and purchased
1. Specialty products and services: considerable effort to search for best supplier
2. Shopping products and services: furniture, fragrance or clothing, where consumers spend a considerable amount of time comparing alternatives
3. Convenience products and services: not willing to spend time or effort
4. Unsought products and services: either do not normally think of buying or do not know about it
Product Mix and Product Line Decisions
Product Mix

Product Line

Product Category

· Product mix: Compete set of products offered by a firm, consisting of Product Lines
· Product lines: Groups of associated items, such as items consumers use together or think of as a group of similar products (example: Colgate toothpaste, mouthwash, whitening)
· Product category: assortment of items a consumer sees as reasonable substitutes for one another
· Within each product category are a number of individual items called Stock Keeping Units (SKU’s): smallest unit available for inventory control
· The addition or deletion of SKU’s is common within fashion to stimulate sales and react to consumer demand
· Brand: names, terms, designs or symbols used to recognize a product or service
· Product mix breadth (variety): number of product lines offered by a firm
· Increase: add more breadth to capture new markets, increase sales and compete in new venures
· Decrease: sometimes its necessary to eliminate whole product lines
· Product line depth: number of products within a product line
· Increase: firms may add new products to address changing consumer preferences or to serve new target segments
· Decrease: eliminate product categories to realign resources
Among the industry factors, firms expand their product lines (breadth) when it is relatively easy to enter a specific market (entry barriers are low) and/or when there is a substantial market opportunity. When firms add new lines to their product mix, they often earn significant sales and profits

Branding
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Value of Branding for the Consumer and the Marketer

1. Facilitate purchasing
· Easily recognizable to the consumer through familiar attributes 
· Enable quick decision making
· Immediately know level of quality, cost and whether they like it
2. Establish loyalty
· Over time, consumers learn the brands they trust
· What brands are constant 
· What brands are reliable in performance
3. Protect from competition
· Strong brands are protected from brand and price competition 
· Loyalty and established brands aren’t threatened by other firms or prices
4. Reduce marketing costs
· Spend less on marketing costs because the brand sells itself
5. Assets
· Having a well known brand can have a direct impact on the firms bottom line
6. Impact market value
· Value of a brand can be calculated by assessing earning potential 
Brand Equity

The value of a brand translates into its brand equity, or the set of assets and liabilities linked to a brand that add or subtract from the value provided by the brand or service
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1. Brand Awareness
· Measures how many consumers in a market are familiar with the brand and what it stands for, and have an opinion about that brand
· The more aware consumers are, the easier the decision making process will be
· If the consumer recognizes the brand, it probably has attributes that make it valuable
· Create brand awareness through repeated exposures of the various brand elements (brand name, logo, symbol, character, packaging, or slogan) in the firm's communications to consumers
· Communication media include advertising and promotions, personal selling, sponsorship and event marketing, publicity, and public relations
2. Perceived Value
· Relationship between a product or service’s benefits and costs
· Consumers usually determine offerings compared to consumers
3. Brand Associations
· Reflect the mental links that consumers make between a brand and its key product attributes, such as logo, slogan or famous personality
· Brand Personality: refers to a set of human characteristics associated with the brand, which has self expressive or symbolic meanings for customers
4. 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
· Consumers become less sensitive to price so firms reward consumers with loyalty programs or customer relationship management (CRM) programs
· Loyal consumers don’t need persuasion 
· Costs are lower because less effort has to be put in to advertising 
Branding Strategies
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Brand Ownership Strategies

1. Manufacturer or national brands: owned and managed by manufacturer
2. Private-label or store brands: owned and managed by retailers
3. Generic brands: products sold without brand names, particularly in commodity markets
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Naming Brands and Product lines

1. Corporate or family brand: the individual brands benefit from the overall brand awareness associated with the family names (example: GAP, GAP kids, etc.)
2. Corporate and product line brands: brand name associated with product (example: Kellogg’s corn flakes)
3. Individual brand: Individual names like Tide or Kleenex associated with product or service so company can compete in one product category
Choosing a Brand name

· Companies should consider the following desirable qualities: 
1. The brand name should be descriptive and suggestive of benefits and qualities associated with the product (example: the name Sunkist evokes images of oranges ripening on the trees kissed by the sun) 
2. The brand name should be easy to pronounce, recognize, and remember, such as Tide, Crest, or Kodak. 
3. The company should be able to register the brand name as a trademark and legally protect it
4. For companies looking to global markets, the brand name should be easy to translate into other languages
Brand Extension

· The use of the same brand name for new products being introduced the same or new markets
Advantages to using the same brand name:

1. If the brand is already established, there are less developing consumer awareness
2. Less advertising and promotional costs associated with starting a new product
3. If the brand is known for high quality, that perception will carry over to the new product
4. Consumers who have tried the old brand are likely to try the brand extension
5. Can result in cross category trial and boost sales of other products in the same brand family
Brand Dilution

· Occurs when brand extension adversely affects consumer perceptions the core brand is believed to hold
· Firms should consider whether the extension will be better distanced from other products, especially if the firm doesn’t want similar brand perceptions
· Firms should refrain from using the same brand name on too many product extensions and product categories to avoid diluting the brand
Cobranding

· The practice of marketing two or more brands together, on the same package or promotion
· Enhances consumers perceptions of product quality
· Problems when consumers see both brands differently
· Firms that own brands may change their priorities, making the co-branded product no longer available
Brand Licensing

· Is a contractual arrangement between firms, where one firm allows another to use its brand name, logo, symbols, and/or characters in exchange for a negotiated fee
· The major risk is the dilution of its brand equity through overexposure of the brand, especially if the brand name and characters are used inappropriately
· Risk of improperly valuing their brand or entering the wrong type of licensing arrangement
Packaging

· Consumers typically seek convenience in terms of storage, use, and consumption
· Serves to protect products
· Can be an important marketing tool – immediately recognizable
Labeling

· Provide information consumers need
· Labeling requirements and standards to meet
· More than just information – it’s a communication tool
LO1: The product itself is important but so are its associated services, such as support or financing. Other elements combine to produce the core customer value of a product: the brand name, quality level, packaging, and additional features.

LO2: These products tend to be classified into four groups: specialty, shopping, convenience, and unsought products. Each classification involves a different purchase situation and consumer goal.

LO3: Breadth, or variety, entails the number of product lines that a company offers. Depth involves the number of categories in one specific product line. Firms grow their product lines by adding either new product categories or new SKUs within a product category. The decision to add products should be made carefully. Excessive product line expansions can confuse consumers and dilute the appeal of the brand's core products. Sometimes, products or product lines become unprofitable, the firm's priorities change, or consumer preferences shift. When this happens, firms must prune their product lines by deleting items or possibly even entire product categories.

LO4: Brands facilitate the consumer search process. Some customers are loyal to certain brands, which essentially protects those brands from competition. In addition, brands are valuable in a legal sense, in that trademarks and copyrights protect firms from counterfeiters and knock-off artists. Firms with well-known brands can spend relatively less on marketing because the brand and its associations help sell the product. Finally, brands have real market value as a company asset.

LO5: Brand equity summarizes the value that a brand adds, or subtracts, from the offering's value. It comprises brand awareness, or how many consumers in the market are familiar with the brand; brand associations, which are the links consumers make between the brand and its image; and brand loyalty, which occurs when a consumer will buy only that brand's offer. Brand equity also encompasses the concept of perceived value, which is a subjective measure that consumers develop to assess the costs of obtaining the brand.

LO6: Firms use a variety of strategies to manage their brands. First, they must decide whether to offer national, private-label, or generic brands. Second, they have a choice of using an overall corporate brand or a collection of product line or individual brands. Third, to reach new markets or extend their current market, they can extend their current brands to new products. Fourth, firms can cobrand with another brand to create sales and profit synergies for both. Fifth, firms with strong brands have the opportunity to license their brands to other firms.

LO7: Like brands, packaging and labels help sell the product and facilitate its use. The package holds the product, and its label provides product information. The package also provides additional consumer information on its label and facilitates transportation and storage for both retailers and their customers. Labels have become increasingly important to consumers because they supply important safety, nutritional, and product usage information.

Chapter 10: Services: The Intangible Product
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This dependence and the growth of service-oriented economies in developed countries have emerged for several reasons

1. Generally less expensive for firms to manufacture their products in less-developed countries
2. Household maintenance activities, which many people performed by themselves in the past, have become quite specialized (example: food preparation, lawn maintenance, house cleaning and automobile)
3. People place a high value on convenience and leisure. Most households have little time for the household maintenance tasks mentioned in the previous paragraph, and many are willing to pay others to do their chores
Service Marketing Differs from Product Marketing

Four fundamental differences:

1. Intangible
2. Inseparable
3. Inconsistent (Variable)
4. Inventory (Perishable)
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1. Intangible: they cannot be touched, tasted or seen like a pure product can
· Can be extremely challenging for marketers
· Makes it difficult to convey the benefits of the services
2. Inseparable
· Produced and consumed at the same time
· Customers rarely have the opportunity to try the service before they purchase it and after the service is performed it can’t be returned
3. Inconsistent (Variable)
· The more people needed to provide a service, the more likely that the service will be inconsistent or variable 
· Some marketers of services strive to reduce service inconsistency through training and standardization
· A micromarketing segmentation strategy can customize a service to meet customers' needs exactly
· Micromarketing can be expensive
4. Inventory (Perishable)
· Services are perishable and therefore cannot be held in inventory
· The perishability of services provides both challenges and opportunities to marketers in terms of the critical task of matching demand and supply
Providing Great Services: The Gaps Model

· We now examine what is known as the Gaps Model, which is designed to highlight those areas where customers believe they are getting less or poorer services than they expect (the gaps) and how these gaps can be closed
· Designed to encourage the systematic examination of all aspects of the service delivery process and prescribe the steps needed to develop an optimal service strategy
· When the delivery of that service fails to meet those expectations, a service gap results
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Gaps for Improving Service

1. Knowledge gap
· Difference between consumer expectations and the firms perception of the consumers expectations
To reduce the knowledge gap, firms must understand the customers' expectations, which can be accomplished through customer research and by increasing the interaction and communication between managers and employees

a) Understanding consumer expectations
b) Evaluating service quality
· Reliability, Responsiveness, Assurance, Empathy and Tangibles
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· Marketing research provides a means to better understand consumers expectations and their perceptions of service quality
· Voice of Consumer (VOC) programs: collect customer insights and intelligence to influence and drive business decisions 
· Zone of Tolerance: 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 
Customers Evaluation of Service Quality
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2. Standards gap
· Difference between the firms perceptions of consumer expectations and the service standards it sets
a) Achieving service goals through training
· Must set specific, measurable goals
· Training is crucial
b) Commitment to service quality
· Operating time is critical for service quality and guest expectations
· Highest standards of customer service
3. Delivery gap
· Difference between a firms the actual service standards and the actual service it provides to customers
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c) Empowering employees: how service is provided to customers
d) Reduce delivery gaps:
e) Use of technology: using technology to facilitate service delivery
f) Provide support and incentives: provide emotional support and concern for well-being, while being consistent and coherent in the organization and rewards to employees for excellent service
4. Communication gap
· Difference between the actual service provided to customers and the service the firms promotion program promises
· Have control over how they communicate their service package to their customers
· If a firm promises more than it can deliver, customers' expectations won't be met
Service recovery

1. Listening to customer
2. Providing a fair solution
· Distributive fairness: customers perceptions of benefits he or she received compared with the costs (inconvenience or loss) – want to be compensated
· Procedural fairness: process used to resolve problems
3. Resolving the problem quickly
· Longer it takes to resolve a service problem, the more irritated a consumer becomes
LO1: have control over how they communicate their service package to their customers. If a firm promises more than it can deliver, customers' expectations won't be met

LO2: A knowledge gap occurs when marketers don't understand what their customers want. They may not be providing customers enough or the right service, in which case customers will be disappointed. To understand customer expectations, marketers analyze service quality through comprehensive studies and by interacting with customers.

LO3: First, firms should provide training to employees regarding how to do their job and interact with customers. Second, they need to demonstrate a strong commitment to service by setting high standards and enforcing these standards, and lead through example. Third, they can empower service providers to solve service issues and problems. Fourth, they should provide employees with both emotional support and the tools they need to do a good job. Fifth, the service program should be consistent throughout the organization. Sixth, service providers need incentives that encourage them to do a good job.

LO4: A knowledge gap occurs when marketers don't understand what their customers want. They may not be providing customers enough or the right service, in which case customers will be disappointed. To understand customer expectations, marketers analyze service quality through comprehensive studies and by interacting with customers.

Chapter 11 Pricing

Learning Objectives:

LO1 Explain what price is and its importance in establishing value in marketing

LO2 Illustrate how the 5Cs – company objectives, customers, costs, competition, and channel members – influence pricing decisions

LO3 Describe various pricing strategies and tactics and their use in marketing 

LO4 Summarize the legal and ethical issues involved in pricing

Price is a signal – both too high and too low, price too low may signal poor quality, price too high might signal low value

Price is ranked as one of the most important factors in purchase decisions

The 5 C’s of Pricing

Company Objectives:

· Profit Orientation: a company objective that can be implemented by focusing on target profit pricing, maximizing profits, or target return pricing

· Firms usually implement target profit pricing when they have a particular profit goal as their overriding concern. To meet this targeted profit objective, firms use price to stimulate a certain level of sales at a certain profit per unit

· Maximizing profit strategy relies primarily on economic theory. If a firm can accurately specify a mathematical model that captures all the factors required to explain and predict sales and profits, it should be able to identify the price at which its profits are maximized 

· Target return pricing is 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: increasing sales will help the firm more than increasing profits. 

· Competitor Orientation: based on the premise that the firm should measure itself primarily against its competition

· Competitive parity – they set prices that are similar to those of their major competitors 

· Customer Orientation: explicitly invokes the concept of value and setting prices to match customer expectations

· “No haggle” price structure to make the purchase process simpler and easier for consumers, thereby lowering the overall price and ultimately increasing value 

Customers 
(the most important because it is about understanding consumers’ reactions to different prices)

· Demand curve: shows how many units of product or service consumers will demand during a specific period at different prices

· 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 

· Elastic: refers to a market for a product that is price sensitive (relatively small changes in price will guarantee fairly large changes in the quantity demanded

· Inelastic: relatively small changes in price will not generate large changes in quantity demanded

· 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 and fall together, a percentage increase 

· 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

Factors Influencing Price Elasticity of Demand: Substitution & Income Effects

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 

Costs

· Variable costs: vary with production volume

· Fixed costs: unaffected by production volume

· Total costs: sum of variable and fixed costs


[image: image19]Break Even Analysis & Decision Making
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Breakeven point – the point at which the number of units sold generates enough revenue to equal the total costs; at this point profits are zero 

Contribution per unit – equals the price less the variable cost per unit; variable used to determine the break – even point in units 

Competition
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Monopoly – occurs when only one firm provides the product or service in a particular industry 

Oligopolistic competition – occurs when only a few firms dominate a market 

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 homogenous products; these products may be viewed as substitutes but are not perfect substitutes 

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 

Channel Members

· Manufacturers, wholesalers and retailers can have different perspectives on pricing strategies

· Manufacturers must protect against grey market transactions 

· 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 – increased price sensitivity & growth of online auctions

· Economic Factors

· 
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Pricing Strategies

1. Cost Based Methods
· Determines the final price to charge by starting with the cost, without recognizing the role that consumers or competitors prices play in the marketplace

2. Competitor Based Methods
· Set prices to signal information of how product compares with competitors

· Premium pricing – deliberately prices a product above the prices set for competing products to capture those consumers who always shop for the best or for whom price does not matter

3. Value Based methods
· Setting prices that focus on the overall value of the product

· Consumer perceptions

· Improvement value method – how much more or less consumers are willing to pay for a product relative to other comparable products 

· 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 : 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

Market penetration 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 Pricing Strategies 

· Reference pricing :the price against which buyers compare the actual selling price of the product and that facilitates their evaluation process 
· External reference price – a higher price to which the consumer can compare the selling price to evaluate the purchase 
· Internal reference price – price information stored in the consumer’s memory that the person uses to assess a current price offering – perhaps the last price they paid or what they expect to pay
· Everyday low pricing : strategy used to emphasize the continuity of their retail prices at a level somewhere between the regular, nonsale price and the deep discount sale prices their competitors may offer
· High/low pricing – pricing strategy that relies on the promotion of sales, during which prices are temporarily reduced to encourage purchases
· Odd prices : prices that end in odd numbers .99 
· Price quantity relationship 
· Most inexperienced consumers use price as an indicator of quality

· Price becomes crucial when consumers have little knowledge about certain products

Pricing Tactics

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 

Business to business pricing tactics and discounts: 

Seasonal Discounts – designed to spur buyers into purchasing merchandise early


Cash Discounts – reduced invoice cost if buyer pays prior to the end of the discount period, 
encourages buyers to pay before the discount period ends, seller benefits either way 


Allowances – lowers the final cost in return for specific behaviour, advertising allowance, listing 
allowance

· Advertising allowance: offering a price reduction to channel members if they agree to feature the manufacturers product in their advertising and promotional efforts

· Listing allowance: fees paid to retailers simply to get new products into stores or to gain more or better shelf space for their products


Quantity discounts – offering a reduced price according to the amount purchased; the more the 
buyer purchases, the higher the discount and the greater the value

· cumulative quantity discount: offers a discount based on the amount purchased over a specified period and usually involves several transactions 

· noncumulative quantity discount: offers a discount based on only the amount purchased in a single order 


Uniform delivered vs. Geographic pricing – addresses the impact of shipping, which is often a 
major cost for 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 

Consumer Pricing Tactics


Price lining – marketers establish a price floor and a price ceiling and set prices in between, 
allows for easy comparison 


Price bundling – encourages sales of slow moving items, encourage stock up, encourage trial of 
new brand, incentive to purchase


Leader pricing – enticing consumers into the store with the popular aggressively priced item and 
hoping they will pick up other items while shopping 

Consumer Price Reductions


Markdowns – an integral component of high/low pricing strategy, enable retailers to get rid of 
slow moving or obsolete merchandise, used to generate store traffic


Quantity discounts for consumers – size discount, the more you buy the cheaper the unit cost


Seasonal discounts—encourage consumers to use services or purchase products year round


Coupons and rebates – provide discounts on the final selling price (coupon the retailer handles 
the discount and rebates the manufacturer issues the refund) 
Legal and Ethical Aspects of Pricing

Deceptive Pricing : “the best deals in town” considered puffery and deceptive 

· loss leader pricing: takes the tactic of leader pricing one step further by lowering the price below the store’s cost

· bait and switch: luring customers into the store with a very low advertised price on an item, only to aggressively pressure them into purchasing a higher – priced item by disparaging the low priced item, comparing it unfavourably with the higher priced model, or professing inadequate supply of the lower priced item 

Predatory Pricing : a firms practice of setting a very low price for one or more of its products with the intent of driving its competition out of business

Price Discrimination : the practice of selling the same product to different resellers or to the ultimate consumer at different prices

Price Fixing : 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 same marketing channel collude to control the prices passed on to consumers 

Chapter 12 Marketing Channels: Distribution Strategy

Learning Objectives

LO1 Explain the importance of distribution and the interrelationships between distribution channels, supply chain management and logistics management

LO2 Identify how distribution channels add value to businesses and consumers

LO3 Describe distribution channel design and management decisions and strategies

LO4 Explain how logistics and supply chain management affect distribution strategy

Distribution Components


[image: image23]
Supply chain: focus on the sequence of firms required to create and deliver goods to the final consumer

Logistics Management: focus on the flow of raw materials and finished goods from point of original to final consumption

Distribution Channels: focus on the companies that transfer the ownership of goods from the producer to consumers at the point of consumption 

Supply chain management: set of approaches and techniques firms employ to efficiently and effectively integrate their suppliers, manufacturers, warehouses, stores, and transportation intermediaries into a seamless value chain in which merchandise is produced and distributed in the right quantities to the right location and at the right time

Wholesalers: those firms engaged in buying, taking title to, often storing, and physically handling goods in large quantities, and then reselling the goods to retailers or industrial business users

Retailers: sell products directly to consumers 

Functions Performed by Intermediaries
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Designing Distribution Channels

Channel Structure

Direct distribution: allow manufacturers to deal directly with consumers (Avon)

Indirect distribution: one or more intermediaries work with manufacturers to provide goods and services to consumers (automobile manufacturers such as Ford use dealers acting as the retailer)

Multichannel distribution: using a combination of both direct and indirect distribution channels (Song can sell directly through its own stores or indirectly through Best Buy)
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Distribution intensity: the number of channel members to use at each level of the supply chain 

Intensive distribution: a strategy designed to get products into as many outlets as possible 

Exclusive distribution: strategy of granting exclusive rights to sell to one of very few retail customers, so no other customers can sell a particular brand 

Selective distribution: lies between the intensive and exclusive distribution strategies, uses a few selected customers in a territory 

Managing distribution channels

 For a distribution channel to run efficiently, the participating members must cooperate 

Channel conflict: results when supply chain members are not in agreement about their goals, roles or rewards

Managing Distribution through Vertical Marketing Systems:
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Vertical marketing system: supply chain in which the members act as a unified system

1. Administered vertical marketing system: supply chain system which there is no common ownership and no contractual relationships, but the dominant channel member controls the channel relationship

2. Contractual vertical marketing system: system in which independent firms at different levels of the supply chain join together through contracts to obtain economies of scale and coordination and to reduce conflict. 

a. Franchising: a contractual agreement between a franchisor and a franchisee that allows the franchisee to operate a retail outlet, using a name and format developed and supported by the franchisor 

3. Corporate vertical marketing system: system in which the parent company has complete control and can dictate the priorities and objectives of the supply chain; it may own facilities such as manufacturing plants, warehouse facilities, retail outlets, and design studios

Supply Chain Add Value

Without supply chain management, firms would face significant complications in getting their goods to consumers where they want them 

Supply chains streamline distribution

· Reduce number of transactions

· Increase value for consumers

· More efficient and effective 

Supply chain management affects marketing
· Fulfilling delivery promises

· Meeting customer expectations

· Reliant on an efficient supply chain

Logistics management: making information flow
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Each step requires the collection and dissemination of information 

Flow1: Customer to store: sales associate scans the universal product code UPC and the customer gets a receipt 

Flow2: Store to buyer: the point of sale terminal records the purchase information and electronically sends it to the buyer at Future Shops corporate office. The sales information is incorporated into an inventory management system and used to monitor and analyze sales and to decide to reorder more or a product, change the price or plan a promotion. 

Flow3: Buyer to manufacturer: the purchase information from each store is typically aggregated by the retailer as a whole, which creates an order for new merchandise and sends it to Sony 

Flow4: Store to manufacturer: sales transaction data is sent directly to the manufacturer who decides when to ship merchandise, or merchandise may be reordered frequently and automatically  

Flow5: Store to distribution centre: stores communicate with the distribution centre to coordinate deliveries and check inventory status 

Electronic data interchange – the computer to computer exchange of business documents from a retailer to a vendor and back 

· Allows for advanced tracking of information

· Advanced shipping notice: an electronic document that the supplier send the retailer in advance of a shipment to tell the retailer exactly what to expect in the shipment 

Managing supply chains through strategic relationships
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Mutual Trust – holds a strategic relationship together (less need to monitor supply chain)

Open Communication – share information, develop sales forecasts together, coordinate deliveries (supply chain members need to understand what is driving each other’s business, their roles in the relationship, each firm’s strategies, and any problems)

Common Goals – supply chain members must have common goals for a successful relationships to develop 

Credible commitments – commitments involve spending money to improve the products/services 

Logistics management: making merchandise flow
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Inbound Transportation: 

· Dispatcher – the person who coordinates to distribution centres

Receiving and Checking:

· Radio frequency identification tags – tiny computer chips that automatically transmit to a special scanner all the information about a containers contents or individual products

Inventory through just in time systems:

· Just in time inventory systems – inventory management systems designed to deliver less merchandise on a more frequent basis than traditional inventory systems; the firm gets the merchandise “just in time” for it to be used in the manufacture of another product 

· Quick response – an inventory management system used in retailing; merchandise is received just in time for sale when the customer wants it 

· Lead time – the amount of time between the recognition that an order needs to be placed and the arrival of the needed merchandise at the seller’s store, ready for sale

Chapter 13 Retailing

LO1 Explain the issues of manufacturers consider when choosing retail partners

LO2 Identify what types of retailers are available to distribute products

LO3 Describe how retailers use the four Ps to create value for customers

LO4 Describe the multichannel options available to retailers

LO5 Explain how and why multichannel retailing is used

Retailing – the set of business activities that add value to products and services sold to consumers for their personal or family use; includes products bought at stores, through catalogues, and over the Internet, as well as services such as fast food restaurants, airlines, and hotels

Factors for Establishing a Relationship with Retailers
Choosing Retail Partners

1. Channel structure

· The level of difficulty a manufacturer has in getting retailers to purchase its products is determined by the degree to which the channel is vertically integrated 

· The degree to which manufacturers has a strong brand or is otherwise desirable in the market; and the relative power of the manufacturer has a strong brand or is otherwise desirable in the market, and the relative power of the manufacturer and retailer 

2. Customer expectations

· From a retailers perspective it is important to know from which manufacturers its customers want to buy

· Manufacturers need to know where their target market expect to find their products and those of their competitors 

3. Channel member characteristic

· Larger firms often find that by performing the channel functions themselves, they can gain more control, be more efficient and save money

Identifying Types of Retailers

Manufacturers need to understand the general characteristics of different types of retailers so they can determine the best channels for their product 

Food retailers
	Category
	Description
	Examples

	Conventional supermarket
	Offers groceries, meat, and produce with limited sales of non-food items, such as health and beauty aids and general merchandise, in a self service format 
	Safeway & Sobeys

	Big box food retailers
	Comes in three types: supercenters, hypermarkets, and warehouse clubs. Larger than conventional supermarkets they carry both food and non-food items 
	Warehouse clubs: Costco

Supercenters: Loblaws



	Convenience store
	Provides a limited number of items at convenient locations in small stores with speedy checkout
	7 eleven 


General merchandise retailers 
Discount Stores – offers a broad variety of merchandise, limited service, and low prices

Specialty Stores – concentrates on a limited number of complementary merchandise categories in a relatively small store

Category Specialists – offers a narrow variety but a deep assortment of merchandise

· Category killer – offers an extensive assortment in a particular category, so overwhelming the category that other retailers have difficulty competing 

Department stores – retailers that carry many different types of merchandise and lots of items within each type 

Drugstores – specialty stores on health and personal grooming

Off-price retailers – type of retailer that offers an inconsistent assortment of merchandise at relatively low prices

Creating a Retail Strategy 

Product: providing the right mix of merchandise and services 

Price: price defines the value of both the merchandise and the service provided

Promotion: retailers use a wide variety of promotions, both within their retail environment and through mass media 

Place: two aspects, the first is location, second is supply chain management

The Wheel of Retailing
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Exploring Multichannel Options

Channels for Selling to Consumers

Store Channel
Kiosk Channel
Catalogue Channel
Internet Channel
· Shopping over the internet provides convenience offered by catalogs 

· Has potential to offer a greater selection of products and more personalized information about products and services in a relatively short amount of time

· Offers sellers an opportunity to collect information about how consumers shop

Benefits Provided by Different Channels 
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Chapter 14
Leaning Objectives:
  LO1 Outline the process that firms use to communicate with consumers 

  LO2 Explain the six tools of integrated marketing communications campaigns 

  LO3 List the steps in planning an integrated marketing communications campaign 

  LO4 Describe what appeals advertisers use to get customers' attention 

  LO5 Identify how firms determine which media to use 

  LO6 Summarize how firms budget for and measure integrated marketing communications success
Integrated marketing communications (IMC) represents promotion, the fourth P of the four Ps. It encompasses a variety of communication disciplines—advertising, personal selling, sales promotion, public relations, direct marketing, and electronic media—in combination to provide clarity, consistency, and maximum communicative impact.
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Communicating with Consumers
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The Sender:

- Home Depot wants to send the message they are having a Fathers Day sale

The Transmitter:

- Ad agency develops the marketing communications

Encoding:

- Converting the sender's ideas into a message

Eg. full page ads in every newspaper saying "Amazing Father's Day deals at 25 percent off!"

The Communications Channel:

- The medium (eg. print, broadcast, internet)

- Media chosen must be appropriate to connect itself with its desired recipient

- Eg. Home depot may advertise on HGTV and in magazines like Canadian Homes & Cottages

The Receiver:

- The consumer

Noise:

- Interference from competing messages, lack of clarity in the message

- The difference between what is said and what is heard

Feedback Loop:

- Allows the receiver to communicate with the sender to determine if the message was received properly

- Eg. Customer complaint or compliment

Integrated Marketing Communications Tools


[image: image35]
Advertising:
- paid form of communication from an identifiable source, delivered through a communication channel designed to persuade the receiver to take action

- extremely effective for creating awareness of a product or service and generating interest.

Personal Selling:
- the two-way flow of communication between a buyer and a seller that is designed to influence the buyer's purchase decision

- 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

- refer to chapter 15

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

Direct Marketing:
- marketing that communicates directly with target customers to generate a response or transaction

- direct mail, direct response TV commercials (infomercials), catalogues, and kiosks, as well as online technologies such as email, podcasts, and cellphones

- Unlike mass media, which communicate to a wide audience, direct marketing allows for personalization of the message


- Eg. signing up for text-message alerts from american eagle is a form of direct marketing

- The increased use of customer databases has enabled marketers to identify and track consumers over time and across purchase situations, which has contributed to the rapid growth of direct marketing


- eg. shoppers optimum cards track consumer purchases

Other forms of direct marketing:

- Direct Mail/Email


- Mailing lists are a critical component of direct mail, if it isn't targetted appropriately it will end up in junk mail


- For it to be effective, must have good contact list and a good offer

- Catalogues


- Important communication vehicle for companies like Sears, customers can purchase a wide 
variety of merchandise

- Direct Response TV


- Infomercials with a strong call to action


- Shopping Channel is a huge form of direct marketing for Canadians

- Kiosks


- Can be used to sell both services and products to end consumers


- Eg. In Canada, Virgin Mobile setup mall kiosks to sell virgin products and services


- Eg. Century 21 setup kiosks in malls for buyers to connect with property listings

Public Relations:
· 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 unfavourable stories or events, and maintaining positive relationships with the media
· PR is the free placement of a company's message in the media
· TOMS shoes got tons of PR from O, The Oprah Winfrey Magazine by basing his company around giving shoes to children in need for every unit sold
· A popular PR tool is event sponsorship
· Subaru sponsors the Subaru Ironman Canada Triathlon
· lets Subaru link the performance and durability of its vehicles to the gruelling race.
Electronic Media
· Tools range from websites to corporate blogs, online games, texting, social media and mobile apps

· they can be targeted to specific customer segments, their impact can be easily and quickly measured in real time, modifications can be quickly made to increase their effectiveness, and customers can be engaged to forward the message to their social networks

Step In Planning an IMC Campaign
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· 1. Identify Target Audience

· Success depends on how well a target audience can be identified

· First research to gather info on target audience

· Then use info to set tone for advertising program

· Then select media they will use to deliver message to that audience

· 2. Set Objectives

· Can be short-term (Eg. generate inquiries, increase awareness, prompt trials etc.)

· can be long-term (Eg. increasing sales, market share, customer loyalty)

· Objectives are typically set in the advertising plan (section of the firm's overall marketing plan)

· Objective to generate demand for new product, or awareness for company in general?

· 3. Determine Budget

· Budgeting is not a simple process, may take several rounds of negotiations among the company's managers, who are each competing for resources

· 
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· 4. Convey Message

· First, the firm determines the key message it wants to communicate to the target audience

· Second, the firm decides what appeal would most effectively convey the message

· The Message:

· provides the target audience with reasons to respond in the desired way

· The message should communicate the product's problem-solving ability clearly and in a compelling fashion

· Common strategy is to establish a Unique Selling Proposition (USP) which is often the common theme or slogan in an advertising campaign

· eg.(Redbull gives you wings)

· eg. (Nike- Just Do It)

· The message should communicate the product's problem-solving ability clearly and in a compelling fashion

· The Appeal (LO4) --> Advertising tends to combine types of appeals into two broad categories: Rational and Emotional

· Rational Appeals:

· help consumers make purchase decisions by offering factual information and strong arguments built around relevant issues that encourage consumers to evaluate the brand favourably on the basis of the key benefits it provides

· Eg. Kleenex Anti-Viral tissues --> by stressing the superior benefits of this product over regular facial tissues, they directly deliver a rational persuasive message

· Emotional Appeals:

· aims to satisfy consumers' emotional desires rather than their utilitarian needs

· advertisers try to create a bond between consumer and brand

· The emotions most often invoked in advertising include fear appeal and humour appeal, but also safety, happiness, love (or sex), comfort, and nostalgia

· Eg. Kleenex also used an emotional campaign where the need for their regular facial tissues arose from sponsoring the TNT Tearjerker Movie

· eg. weight loss ads tend to play on people's fears

· 5. Evaluate and Select Media (LO5)

· Media planning refers to the process of evaluating and selecting the media mix—the combination of the media used and the frequency of advertising in each medium—that will deliver a clear, consistent, compelling message to the intended audience

· Eg. Zellers may determine that a heavy dose of television, radio, print, and billboards is appropriate for the back-to-school selling season between August and September each year

· TV advertising is the most expensive

Total ad spending in Canada is $12.6 billion per year

· Mass and Niche Media

· Mass media channels include national newspapers, magazines, radio, and television, and are ideal for reaching large numbers of anonymous audience member

· Niche media channels are more focused and are generally used to reach narrower segments, often with unique demographic characteristics or interests

· Choosing the Right Medium

· Each medium has specific characteristics that make it good to meet certain objectives

· Eg. TV advertisement is good for escapism and entertainment

· Eg. Radio is good for products like groceries and fast food, because they are already in the car usually --> reaching the consumer in the middle of their decision process is crucial
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· a

· Determining the Advertising Schedule

· Specifies the timing and duration of advertising

· 3 types of schedules:

· Continuous schedule runs throughout the year and are suited towards products and services that are consumed year round (eg. tide)

· Flighting, advertising in spurts.  Heavy advertising followed by none. Fluctuates with demand (Eg. Hockey skates)

· Pulsing maintains a base level of advertising but increasing intensity during certain periods (Eg. IKEA boosts advertising around back to school)

· 6. Create Communication

· During this step, the message and appeal are translated creatively into words, pictures, colours, and/or music

· Often, the execution style for the ad will dictate the type of medium used to deliver the message

· it is common for advertisers to make decisions about their message and appeal, the appropriate medium, and the best execution concurrently.

· MAIN IDEA: Automobile manufacturers and their dealers advertise by using many media vehicles, taking care that the media fits the message. To demonstrate an image, they may use television and magazines. To promote price, they can use newspapers and radio. To appeal to specific target markets, they can use some of the electronic media vehicles described earlier. When using multiple media to deliver the same message, however, advertisers must maintain consistency across the execution styles—that is, integrated marketing—so the different executions deliver a consistent and compelling message to the target audience.

· 7. Assess Impact by Using Marketing Metrics

· Must asses advertising campaign before, during and after to determine effectiveness

· Pretesting

· Tracking

· Posttesting

Results: Measuring IMC Success
· Advertising campaigns must be measured to determine their effectiveness

· Each step in teh IMC process can be measured

· Measures of frequency and reach are examined to gauge consumers' exposure to marketing communications

· Marketing communications managers usually state their media objectives in terms of gross rating points (GRP) --> (GRP = reach × frequency)

· GRP can only be compared when using the same medium

Chapter 15

Learning Objectives:
After studying this chapter, you should be able to

  LO1 Describe advertising and the objectives of advertising 

  LO2 Summarize the regulatory and ethical issues of concern to advertisers 

  LO3 Explain how sales promotions supplement a firm's IMC strategy 

  LO4 Describe personal selling and how it adds value for customers 

  LO5 Identify the steps in the personal selling process
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Advertising (LO1)

The Aida Model:
· Awareness leads to Interest leads to Desire leads to Action
· Awareness:
· Brand awareness refers to a potential customer’s ability to recognize r recall brand names

· Aided recall is when customers recognize a brand when its name is presented to them

· Top-of-mind awareness is highest level of 

· Interest:
· Customers must be persuaded by messaging attributes that are of interest to the target audience

· Desire:
· Moving the consumer from “i like it” to “i want it”

· Action:
· Consumer buying the product/service

· The Lagged Effect:
· A delayed response to a marketing communication campaign

· Can take several exposures to an ad before a consumer takes action

Advertising objectives:
· All advertising aims to Inform, persuade, and remind customers
· Informative Advertising:
· communicates to create and build brand awareness, with the ultimate goal of moving the consumer through the buying cycle to a purchase

· Ex. Subaru used informative advertising to change brand perception of the Forester

· Persuasive Advertising:
· Is used to motivate consumers to take action 

· Generally occurs in growth and early maturity stages of the PLC

· Often used to persuade consumers to switch brands, or try a new product

· Ex. Canadian Forces used a different advertising campaign that put gritty combat front and center as its what young men wanted to see, new recruits rose 40%

· Reminder Advertising:
· Ex. Coke on umbrellas of patios

· Focus of Advertisements:
· Ad campaign’s objectives determine the specific ad’s focus

· Product focused advertisements are used to inform, persuade, or remind consumers about a specific product or service
· Institutional advertisements inform, persuade and remind consumers about issues related to places, politics, an industry or a particular corporation
· Ex. Got milk campaign
Regulatory and Ethical Issues in Advertising (LO2)

· In Canada, the regulation of advertising involves a complex mix of formal laws and informal restrictions designed to protect consumers from deceptive practices
· 
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· Puffery – The legal exaggeration of praise, stopping just short of deception, lavished on a product
· Canadians are seen as rational, in the European Union puffery is considered deception

Stealth Marketing
· Delivering sales messages in unconventional ways, often the target audience doesn’t know the message has a selling intent
· Viral Marketing – marketing phenomenon that encourages people to pass along a marketing message to other potential consumers
· Blurs the line between commercial content and entertainment for children who don’t know what to look for.
Sales Promotion (LO3)

· Many sales promotions, such as free samples or point-of-purchase (POP) displays, attempt to build short-term sales, whereas others, such as loyalty programs, contests, and sweepstakes, have become integral components of firms' long-term customer relationship management (CRM) programs, which they use to build customer loyalty
Consumer Sales Promotions
· 
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Trade Channel Sales Promotions

· Far more money is spent on trade channel sales promotions than consumer sales promotions
· They convince retailers and wholesalers to stock a new brand and promote it and put it in a good place on the shelf
· Discounts and Allowances
· Manufacturers sometimes offer a case allowance, for example, a discount or dollar amount taken off each case ordered during a specific time period

· Manufacturers sometimes offer a case allowance, for example, a discount or dollar amount taken off each case ordered during a specific time period

· Co-operative Advertising
· helps to compensate trade channel members for money they spend promoting products and encourages them to feature products more often

· Generally, manufacturers will pay 50 percent of the cost of advertising up to an agreed limit.

· Sales Force Training
· Manufacturers may offer to train retailer’s sales staff, Generally, manufacturers will pay 50 percent of the cost of advertising up to an agreed limit.

· Eg. Apple has an expert that trains employees and helps sales in Best Buy stores

Personal Selling (LO4)

The Scope and Nature of Personal Selling
· Personal selling is the two-way flow of communication between a buyer (or buyers) and a seller that is designed to influence the buyer's purchase decision
· Most professions rely on personal selling to some degree
· Salespeople are typically out on their own, occasionally working with their managers and other colleagues
· Usually a flexible job where salespeople plan their own day
· Many have virtual offices
· Variety of the job attracts people to sales, every day is different with new people and places
· Sales jobs can be very lucrative careers with top performers being easy to spot by management for advancement – good money
Personal Selling and Marketing Strategy
· Ability to customize the message for a specific buyer
· Pitches can be directed at customers with the highest potential
· Relationship selling – 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
Value added by personal selling
· Salespeople educate and provide advice
· Salespeople save time and simplify buying
The Personal Selling Process (LO5)

1. Generate and Qualify Leads

a. Generate a list of potential customers (leads)

b. Assess their potential (qualify, however not really used in retail setting)

c. Network by going to trade shows and discovering other leads through existing customers

d. Cold calls, telemarketing

2. Preapproach

a. More useful for B2B transactions

b. Once you have the list of potential customers, doing research on the current resources of the client and what they’re looking for from the salesperson

c. Set objectives for what you want to accomplish with the customer

3. Sales Presentations and Overcoming Objections

a. Presentation

i. Asking questions to the customer helps determine what stage of the buying process they are in

ii. The customer must do most of the talking so the salesperson can learn where to direct their efforts and what concerns to address

b. Handling objections

i. Good salespeople will be able to take objections like the price is too high, and justify why 

ii. Staying relaxed and listening, and asking further questions as to why they have that objection is one of the best methods to handling them

4. Closing the Sale

a. Obtaining a commitment from the customer to make a purchase

b. Closing the sale may take more than one interaction, therefore keeping good relationship goes hand in hand with successfully closing

c. Good salespeople listen carefully to the customer’s thoughts and concerns and may pick up on signals like body language to close the sale early

5. Follow-up

a. With relationship selling, the sale is never really over, even after it has been made

b. The attitudes customers develop after the sale become the basis for how they will purchase in the future. 

c. The follow-up therefore offers a prime opportunity for a salesperson to solidify the customer relationship through great service quality.

Managing the Sales Force

· Sales management involves the planning, direction, and control of personal selling activities, including recruiting, selecting, training, motivating, compensating, and evaluating, as they apply to the sales force
Sales Force Structure
· Teams? Individuals?
· Company Sales Force or Manufacturer’s Representative
· Independent agents (AKA: manufacturer’s representatives) sell manufacturer’s products on contract but are not employees of the manufacturer – often take commissions

· Recruiting and Selecting Salespeople
· Sales Training
Motivating and Compensating Salespeople

· Financial Rewards
· Commission or bonus

· Nonfinancial Rewards
· High symbolic value, (plaques, pens, rings, days off)

Ethics and Socially Responsible Marketing

Business Ethics: refers to a branch of ethical study that examines ethical rules and principles within a commercial context, The various moral or ethical problems that might arise in a business setting, and any special duties or obligations that apply to persons engaged in commerce. 

Marketing Ethics: refers to those ethical problems that are specific to the domain of marketing

Ethical Climate: the set of values within a marketing firm, or in the marketing division of any firm, that guides decision making and behaviour

Canadian Marketing Association’s Code of Ethics

· Truthfulness: marketing communications must be clear and truthful. Marketers must not knowingly make a representation to a consumer or business that is false or misleading. 

· Accuracy of Representation: marketers must not misrepresent a product, service or marketing program and must not mislead by statement or manner of demonstration or comparison 

· Clarity: marketing communications must be executed in a manner that is simple and easy to understand

· Disguise: marketers must not engage in marketing communications in the guise of one purpose when the intent is a different one

· Protection of Personal Privacy: All consumer marketers must abide by the personal information protection and electronic documents act and/or applicable provincial privacy laws

· Source of Personal Information: marketers must provide consumers with the source of their personal information upon request

· Responsibility: marketers will use discretion and sensitivity in marketing to teenagers, to address the age, knowledge, sophistication, and maturity of teenagers. Marketers should exercise caution that they do not take advantage of or exploit teenagers

· Protection of the Environment: marketers recognize and acknowledge a continuing responsibility to manage their business to minimize environmental impact

Corporate and Social Responsibility: refers to the voluntary actions taken by a company to address the ethical, social and environmental impacts of its business practices and the concerns of its stakeholders 

Framework for Ethical Decision Making

· Step 1 - Identify Issues: Identify the ethical issue or problem at hand

· Step 2 - Gather Information and Identify Stakeholders: the firm focuses on gathering facts that are important to the ethical issue, including all relevant legal information. To get a complete picture, the firm must also identify and discuss with the individuals and groups that have a stake in how the issue is solved

· Step 3 - Brainstorm and Evaluate Alternatives: All parties relevant to the decision should come together to brainstorm any alternative course of action 

· Step 4 - Choose a Course of Action: Weigh various alternatives and choose a course of action that generates the best solution for the stakeholders using ethical practices 

Integrating Ethics into the Marketing Strategy
Planning Phase: marketers can introduce ethics at the beginning of the planning process simply by including ethical statements in the firm’s mission or vision statements

Implementation Phase: the values stated in the mission statement remain consistent with the values of the company’s primary target market. 

Control Phase: Once the strategy is implemented, controls must be in place to be certain that the firm has actually done what it has set out to do. Managers must be evaluated on their actions from an ethical perspective and systems must be in place to check whether each potentially ethical issue raised in the planning process was actually successfully implemented.

The Six Tests of Ethical Action:

1. The Publicity Test: would I want to see the action that I’m about to take described on the front page of a national newspaper?

2. The Moral Mentor Test: what would the person I admire most do in this situation?

3. The Admired Observer Test: would I want the person I admire most seeing me do this? Would it make them proud of me in this situation?

4. The Transparency Test: could I give a clear explanation for the action I’m contemplating, including an honest and transparent account of all my motives, that would satisfy a fair and dispassionate moral judge?

5. The Person in the Mirror Test: will I be able to look at myself in the mirror and respect the person I see there?

6. The Golden Rule Test: would I like to be on the receiving end of the action and all its potential consequences?

Global Marketing

Globalization of Production: also known as offshoring, refers to manufacturers’ procurement of goods and services from around the world to take advantage of national differences in the cost and quality of various factors of production 

General Agreement on Tariffs and Trade (GATT): organization established to lower trade barriers, such as high tariffs on imported goods and restrictions on the number and types of imported products that inhibit the free flow of goods across borders

Trade Sanctions: are restrictions or penalties imposed by one country over another for importing and exporting of goods, services and investments 

Dumping: the practice of selling a good in a foreign market at a price that is lower than its domestic price or below its cost

Quota: designates the maximum quantity of a product that may be brought into a country over a specified time period

Exchange Control: refers to the regulation of a country’s currency exchange rate

Countertrade: trade between two countries where goods are traded for other goods, and not hard currency

Trading Bloc: consists of those countries which have signed a particular trade agreement ex. the European Union

Purchasing Power Parity: a theory that states that if the exchange rate of two countries are in equilibrium, a product purchased in one will cost the same in the other, expressed in the same currency

Geert Hofstede’s 5 dimensions on which cultures differ:
1. Power Distance: willingness to accept social inequality as natural

2. Uncertainty Avoidance: the extent to which the society relies on orderliness, consistency, structure, and formalized procedures to address situations that arise in daily life

3. Individualism: perceived obligation to and dependence on groups

4. Masculinity: the extent to which dominant values are male-oriented. A lower masculinity ranking indicates that men and women are treated equally in all aspects of society; a higher ranking suggests that men dominate in positions of power

5. Time Orientation: short-versus long-term orientation. A country that tends to have a long term orientation values the long-term commitments and is willing to accept a longer time horizon for the success of a new product introduction

Entry Strategies (in order of risk):
Exporting: this entry strategy requires the least financial risk, but also allows for only a limited return to the exporting firm

Franchising: allows the franchisee to operate a business - a retail product or service firm or a B2B provider - using the name and business format developed and supported by the franchisor. Global franchising entails lower risk and requires less investment than opening units owned wholly by the firm

Strategic Alliance: a collaborative relationship between independent firms, though partnering firms do not create an equity partnership, meaning they do not invest in one another

Joint Venture: is formed when a new market pools its resources with those of a local firm to form a new company in which ownership, control and profits are shared. In addition to sharing the financial burden, the local partner offers the foreign entrant greater understanding of the market, and access to resources such as vendors and real estate. 

Direct Investment: requires a firm to maintain 100% ownership of its plants, operation facilities and offices in a foreign country, often through the formation of wholly owned subsidiaries. This entry strategy requires the highest level of investment and exposes the firm to significant risks, including the loss of its operating and/or initial investments

Global Product or Service Strategies
· Sell the same Product or service in both the home country market and the host country

· Sell a product or service similar to that sold in the home country but include minor adaptations

· Sell totally new products or services

Global Communication Strategies: differences in language, customs an culture complicate a marketers’ ability to communicate with customers in various countries

Ethical Issues: marketers must be aware of the environmental concerns that exist as people throughout the world are concerned about the amount of waste being generated. There are also issues with labour and concerns about working conditions and wages for factory workers in developing countries. 

Cultural Imperialism: the belief that one’s own culture is superior to that of other nations; can take the form of an active, formal policy or a more subtle general attitude 
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