Summary Marketing BBWL – Marketing Management

Chapter 1 – Marketing in the 21st century

( Marketers are responsible for demand management – they seek to influence the level, timing and composition of demand to meet the organization’s objectives. You can distinguish between 8 different states of demand: 

- negative demand (a major part of the market dislikes the product and may even pay a price to avoid it -dental work or vaccinations for example ( analyze why the market dislikes the product).

- no demand (target consumers may be unaware of or uninterested in the product ( find ways to connect the benefits of the product with the person´s natural needs and interests).

- latent demand (consumers share a strong need that can´t be satisfied by any existing product – harmless cigarettes,.( measure the size of the potential market and develop goods to satisfy the demand).

- declining demand (this happens to every firm sooner or later ( analyze the causes and reverse declining demand through creative marketing, like changing product features or target markets....).

- irregular demand (demand that varies on seasonal, daily or even hourly basis – museums, public transport,..( synchromarketing should alter the pattern of demand through flexible pricing, promotions).

- full demand (the firm is pleased with their volume of business ( maintain or improve its quality and continually measure consumer satisfaction).

- overfull demand (a demand that is higher than the firm can handle ( demarketing should reduce demand temporarily or permanently through rising prices or reducing promotions).

- unwholesome demand (this demand will attract organized efforts to discourage consumptions – hard drugs, cigarettes, alcohol,.. ( fear messages, price hikes, reduced availability).

The core marketing concepts:

.)markets segmentation ( to identify and profile various groups of buyers who might prefer or require varying products and marketing mixes.

.)needs, wants and demands of the target market ( needs describe basic human requirements; these needs become wants when they are directed to specific objects that might satisfy the need; demands are wants for specific products backed by an ability to pay. "Marketers do not create needs, they only influence wants"!

.)product ( any offering that can satisfy a need or want.

.)value and satisfaction ( product successful if it delivers value to target buyer;  value = benefits/costs  ( = functional + emotional benefits/monetary + time + energy + psychic costs). 

.)exchange and transaction ( exchange is seen as a process - two parties are engaged in exchange if they are negotiating; when an agreement is reached, then a transactions takes place, which can be defined as a trade of values, e.g. a product against money or a service.

.)relationship marketing ( it has the aim of building long-term mutually satisfying relations with key parties that are customers, suppliers and distributors. The ultimate outcome of relationship marketing is the building of a marketing network, which consists of the company and its supporting stakeholders with whom it has built mutually profitable business relationships.

.)marketing channels ( communications channels, like TV, radio, newspaper, mail...., deliver and receive messages from target buyers ( in this connection one can distinguish between dialogue channels, like toll-free numbers, and monologue channels, like ads;  distribution channels, like transportation vehicles, retailers,....., are used to display or deliver the product;  selling channels, like retailers, banks and insurances,...., that should help to facilitate transactions with potential buyers.

.)supply chain ( longer channel stretching from raw materials to components to final products.

.)competition ( includes all actual and potential rival offerings and substitutes that a buyer might consider- you can distinguish between brand competition = companies that offer a similar product to the same customers at a similar price, industry competition = companies that make the same product or class of product, form competition = companies that manufacturing products that supply the same service, and generic competition = all companies that compete for the same consumer dollars.

.)marketing environment ( consists of the task environment = immediate actors involved in producing, distributing and promoting the offering, like the company, suppliers, dealers,......., and of the broad environment = contains forces that can have a major impact on the actors in the task environment.

.)marketing mix ( set of marketing tools used to pursue the marketing objectives in the target market.

( The production concept: holds that consumers will prefer products that are widely available and inexpensive. Here, managers concentrate on achieving high production efficiency, low costs and mass distribution (this orientation makes sense in developing countries, where consumers are more interested in obtaining the product than its features. It´s also used when a company wants to expand the market).

( The product concept: holds that consumers will favor these products that offer the most quality, performance or innovative features. Here, managers concentrate on making superior products and improving them over time.

( The selling concept: holds that consumers, if left alone, will not buy enough of the organization´s product. Therefore the organization must undertakean aggressive selling and promotion effort. Here, the managers have a whole battery of effective selling and promotion tools to stimulate more buying (this is often practiced by firms that have overcapacity).

( The marketing concept: holds that the key to achieving the goals consists of being more effective than competitors in creating, delivering, and communicating customer value to its chosen target markets. The marketing concept starts with well-defined market, focuses on customer needs, coordinates all the activities that will affect customers (integrated marketing), and produces profits by satisfying customers.

( We can distinguish between 5 types of needs:

.) stated needs (I want an inexpensive car)

.) real needs (I want a car whose operating cost, not its initial price, is low)

.) unstated needs (I expect good service from the dealer)

.) delight needs (I would like to have a road map included as a gift by the dealer)

.) secret needs (I would like to be seen as a clever consumer)

- Responsive marketing finds a stated need and fills it.

- Anticipative marketing looks ahead into what needs customer may have in the near future.

- Creative marketing discovers & produces solutions customers did not ask for but to which they respond.

( When all the company´s departments work together to serve the customer´s interests, the result is integrated marketing. In this connection we can also distinguish between external and internal marketing (task of hiring, training and motivating employees who want to serve customers well).

( The societal marketing concept: holds that the organization´s task is to determine the needs, wants and interests of target margets and to deliver the desired satisfactions more effectively and efficiently than competitors in a way that preserves or enhances the consumer´s and the society´s well-being.

Chapter 2 – building customer satisfaction, value and retention

Customer value:

( Customer delivered value is the difference between total customer value and total customer cost, whereas total customer value is the bundle of benefits customers expect from a given product or service and total customer cost is the bundle of costs customers expect to incur in evaluating, obtaining, using and disposing of the product or service (also see above).

( Value-price ratios are ratios that are used to compare offers (it can be computed by the following formula: total customer value/total customer cost).

Customer satisfaction:

( Whether the buyer is satisfied after purchase depends on the product’s performance in relation to the buyer’s expectations. If the performance falls short of expectations, the customer is dissatisfied. High satisfaction or delight leads to brand loyalty. 

( There are four methods companies use to track customer satisfaction:

- complaint and suggestion systems (toll-free numbers, e-mail to facilitate two-way communication – these information flows provide companies with many good ideas and enable them to act quickly to resolve problems).

- customer satisfaction surveys (normally dissatisfied customers do not complain, but they will buy less or switch the supplier...therefore customer satisfaction is measured directly by conducting periodic surveys. Questionnaires are sent or a random sample of recent customers is called to find out the degree of actual satisfaction).

- ghost shopping (mystery shoppers can test whether the company’s sales personnel handle various situations well, and how the competitor reacts on complaints in contrast to the own company – in the shops but also on the phone).

- lost customer analysis (companies contact customers who have stopped buying or who have switched to another supplier to learn why this happened).

The nature of high performance businesses:

A high performance business is a company that’s most important aim is to reach customer value and satisfaction goals. For them the following four points are key factors for their success:

.)The stakeholders ( the business must define its stakeholders and their needs. A business must at least satisfy the minimum expectations of each stakeholder group, while they should try to deliver satisfaction levels above the minimum for different stakeholders.

.)The processes ( a company can accomplish its satisfaction goals only by managing and linking work processes (above all the core business processes). They are reengineering the work flows and building cross-functional teams responsible for each process.

.)The resources ( many companies have decided to outsource less critical resources if they can be obtained at better quality or lower cost from outside the organization. The key, then, is to own and nurture the core resources and competences that make up the essence of the business.

.)The organization and organizational culture ( in a rapidly changing business environment, changing the corporate culture is often the key to implementing a new strategy successfully.

Delivering customer value and satisfaction:

.)The value chain ( it identifies 9 strategically relevant activities that create value and cost in a specific business. There are 5 primary activities, which are inbound logistics (bringing materials into the business) operations (converting them into final products), outbound logistics (shipping out the final products), marketing and sales and service. The 4 support activities are procurement (=Beschaffung), technology development, human resource management and firm infrastructure (costs of general management, planning, finance, accounting...). The firm’s task is to examine its costs and performance in each value-creating activity and to look for ways to improve it. But the firm’s success does not only depend on how well each department performs its work but also on how well the various departmental activities are coordinated.

.)The value-delivery network ( to be successful firms also need to look into the value chains of its suppliers, distributors, and customers. Therefore many companies have partnered with specific suppliers and distributors to create a superior value-delivery network (also called supply chain). In such network information about sales, demands of resources ...are exchanged between the various parts of the network to be able to react quickly on changes in everyday business.

Attracting and retaining customers:

.)attracting customers ( first a list of suspects (= potential clients) must be generated; second it has to be qualified which of the suspects are really good suspects (done by interviewing them, checking on their financial standard and so..); finally the sales people contact the prospects (first the hot ones, then the warm and finally the cool) and work on account conversation (making presentations, answering objections and negotiating final terms). 

.)computing the cost of lost customers ( there are four steps in trying to reduce the defection rate (the rate at which they lose customers):

- the company must define and measure its retention rate

- it must distinguish the causes of customer defection and identify those that can be managed better.

- it needs to estimate how much profit it loses when it loses customers (see also p.47).

- finally it needs to figure out how much it would cost to reduce the defection rate. As long as the cost is less than the lost profit, the company should spend that amount to reduce the defection rate.

.)the need for customer retention ( the key to customer retention is customer satisfaction. A second way to strengthen customer retention, which is worse, is to erect high switching barriers (= to change the supplier involves high capital costs, high search costs...). The task of creating high customer loyalty is called relationship marketing (see p. 50 for the customer development process!!). 

There are five different levels of investment in customer-relationship building:

- basic marketing (the salesperson simply sells the product)

- reactive marketing (the salesperson encourages the customer to call if he has questions, complaints...).

- accountable marketing (the salesperson phones the customer a short time after the sale to check whether the product is meeting its expectations, and he asks the customer for improvement suggestions).

- proactive marketing (the salesperson contacts the customer from time to time with suggestions about improved product uses or helpful new products).

- partnership marketing (company continuously works with customer to discover ways to perform better).

( "the likely level of relationship marketing depends on number of customers and profit margin level!"

.)Specific marketing tools a company can use to develop stronger customer satisfaction:

- adding financial benefits (can be done via frequency marketing programs and membership programs).

- adding social benefits (can be done by individualizing and personalizing customer relationships).

Implementing TQM:

( TQM is an organization wide approach to continuously improving the quality of all the organization’s processes, products and services.

Chapter 3 – Winning markets: market-oriented strategic planning

( Market-oriented strategic planning is the managerial process of developing and maintaining a viable fit between the organization’s objectives, skills and resources and its changing market opportunities. The aim is to shape the company’s businesses and products so that they yield target profits and growth.

( Strategic planning calls for action in three key areas:
- managing a company’s businesses as an investment portfolio.

- assessing each business’s strength by considering the market’s growth rate and the company’s position and fit in that market.

- employing strategy, which means to develop a game plan for each of a company’s businesses.

( Strategic planning is employed in four organizational levels:

- the corporate strategic plan (it’s designed by the corporate headquarter to guide the whole enterprise...it makes decisions on the amount of resources to allocate to each division).

- the division plan (it’s established by each division to decide the allocation of funds to each business unit within the division).

- the business unit strategic plan
- the marketing plan (developed by each product level/product line within a business unit to achieve its objectives in its product market). It operates at two levels – the strategic marketing plan lays out the broad marketing objectives and strategy based on an analysis of the current market situation and opportunities; the tactical marketing plan outlines specific marketing tactics, including advertising, merchandising, pricing, channels and service.

Corporate and division strategic planning

( All corporate headquarters undertake four planning activities:

- defining the corporate mission

- establishing strategic business units (SBUs)

- assigning resources to each SBU

- planning new businesses, downsizing older businesses

.)defining the corporate mission ( the corporate mission is defined by asking questions like "what is our business?" or "what is of value to the customer?". A good mission statement has the following three major characteristics – first, it focuses on a limited number of goals; second, it stresses the major policies and values that the company wants to honour (policies define how the company will deal with employees, customers, suppliers,...); third, it defines the major competitive scopes within which the company will operate (industry scope = the range of industries in which a company is willing to operate;....products and applications scope = the range of products and applications a company will supply;....competence scope = the range of technological and other core competences that a company will master;....market-segment scope = the type of market or customers a company will serve;....vertical scope = the number of channel levels from raw material to final product in which a company will participate;....geographical scope = the range of regions, countries, or country groups in which a company will operate).

.)establishing strategic business units ( it´s a need as large companies normally manage quite different businesses, each requiring its own strategy. An SBU has three characteristics – first, it is a single business or collection of related businesses that can be planned separately from the rest of the company; second, it has its own set of competitors; third, it has a manager who is responsible for strategic planning and profit performance and who controls most of the factors affecting profit.

.)assigning resources to each SBU ( two of the best-known business portfolio evaluation models are the Boston Consulting Group (BCG) model – p.69 - and the General Electric (GE) model – p. 71:

- the BCG developed the growth-share matrix, where the market growth rate on the vertical axis indicates the annual growth rate in which the business operates and the relative market share on the horizontal axis refers to the SBU´s market share relative to that of its largest competitor in the segment. The growth-share matrix is divided into the following four cells – questions marks (businesses that operate in high-growth markets but have low relative market shares.....they require a lot of cash, as the company has to spend money on plant, equipment, and personnel to keep up with the fast-growing market, and because it wants to overtake the leader); stars (if question-mark business is successful, it becomes a star....a star is a leader in a high-growth market); cash cows (when a market´s annual growth rate falls below 10% the star becomes a cash cow if it still has the largest relative market share...it produces a lot of cash for the company, as the company does not have to finance capacity expansion, because the market´s growth rate has slowed down) and dogs (businesses that have weak market shares in low-growth markets...they generate low profits or losses).

- GE developed the multifactor portfolio matrix....each business is rated in terms of business strength and market attractiveness (as companies are succesful to the extend that they enter attractive markets and possess the required business strengths to succeed in those markets...if one of these factors is missing it will not produce outstanding results). The GE model leads to look at more factors in evaluating an actual or potential business than the BCG model does. The GE model is divided into nine cells, which in turn fall into three zones (the three cells in the upper-left corner indicate strong SBUs in which the company should invest or grow;....the diagonal cells stretching from the lower left to the upper right indicate SBUs that are medium in overall attractiveness;....the three cells in the lower-right corner indicate SBUs that are low in overall attractiveness, so the company should harvest or divest these SBUs).

( "The portfolio models fail to delineate synergies between two or more businesses, which means that making decisions for one business at a time might be risky. There is a danger of terminating a losing business unit that actually provides an essential core competence needed by several other business units".

.)planning new businesses, downsizing older businesses ( if there is a gap between future desired sales and projected sales, corporate management will have to develop or acquire new businesses to fill it. There are three options to fill the strategic-planning gap 

– intensive growth opportunities = identifying opportunities to achieve further growth within company´s current businesses. You can distinguish between three strategies – first, the market-penetration strategy (the company considers if it can gain more market share with its current products in their current markets); second, the market-development strategy (the company considers whether it can find or develop new markets for its current products); third, the product-development strategy (the company considers whether it can develop new products for its current markets).

- integrative growth opportunities = identifying opportunities to build or acquire businesses that are related to the company´s current businesses. This means that a company might acquire one or more of its suppliers (backward integration) or it might acquire some wholesalers or retailers (forward integration), or it might acquire competitors, provided it is allowed to do so by government (horizontal integration).

- diversification growth opportunities = identifying opportunities that are unrelated to the company´s current businesses. There are three possibilities – first, the concentric diversification strategy (new products that have technological and/or marketing synergies with existing product lines, even though the new products themselves may appeal to a different group of customers); second, horizontal diversification strategy (new products that could appeal to its current customers even though the new products are technologically unrelated to its current product line); third, conglomorate diversification strategy (the company seeks new businesses that have no relationship to the company´s current technology, products or markets).

Business strategic planning

( The business unit strategic-planning process consists of the following 8 steps:

- business mission

- SWOT analysis

- goal formulation

- strategy formulation

- program formulation

- implementation

- feedback and control

.)business mission ( each business needs to define its specific mission within the broader company mission.

.)SWOT-analysis ( it´s the overall evaluation of the company´s strenghts, weaknesses, opportunities, and thraets. Concerning the threats and opportunities a business unit has to monitor macroenvironment forces (technological, politica-legal, economic, social-cultural..) and microenvironment forces (customers, competitors, suppliers..) – see page 77!! An ideal business is high in major opportunities and low in major threats; a speculative business is high in both major opportunities and threats; a mature business is low in both major opportunities and threats; a troubled business is low in opportunity and high in threats. Concerning the strenghts and weaknesses a business unit has to find out for which opportunities it has strenghts and for which it has weaknesses. The question is whether the business should limit itself to those opportunities where it possesses the required strenghts or should consider better opportunities where it might have to acquire or develop certain strenghts.

.)goal formulation ( in this stage specific goals/objectives for the planning period are developed (due to the SWOT analysis). Most business units pursue a mix of objectives and then manages by objectives (MBO)....for an MBO system to work, the unit´s various objectives must meet the following criteria:

- objectives must be arranged hierarchically, from the most to the least important.

- objectives should be stated quantitatively whenever possible.

- objectives should be realistic (this means it should arise from the SWOT analysis).

- objectives must be consistent (e.g. it´s not possible to maximize both sales and profits simultaneously).

.)strategic formulation ( while objectives/goals indicate what a business unit wants to achieve, the strategy is a game plan for getting there. Every business must tailor a strategy for achieving its goals, consisting of a marketing strategy and a compatible technology strategy and sourcing strategy. You can distinguish between three main types of marketing strategy:

- overall cost leadership (the business works hard to achieve the lowest production and distribution costs so that it can price lower than its competitors and win a large market share....this strategy needs less skills in marketing....problem that other firms may emerge with still lower costs!).

- differentiation (the business concentrates on achieving superior performance in an important costumer benefit area valued by a large part of the market....e.g. quality leader or technology leader).

- focus (the business focuses on one or more narrow market segments, and pursues either cost leadership or differentiation within the target segment).

( You can distinguish between four major categories of marketing alliances:

- product or service alliances (one company licenses another to produce its product, or two companies jointly market their complementary products or a new product).

-  promotional alliances (one company agrees to carry promotion for another company´s product/service).

- logistics alliances (one company offers logistical service for another company´s product).

- pricing collaborations (companies join in a pricing collaboration...e.g. mutual price discounts).

.)program formulation ( once the business unit has developed its principal strategies, it must work out detailed supporting programs (e.g. if the business has decided to attain technological leadership, it must plan programs to strengthen its R&D department, gather technological intelligence...).

.)implementation ( a claer strategy and well-thought-out supporting programs can only work if the firm is able to implement them carefully.

.)feedback and control ( as it implements its strategy, the firm needs to track the results and monitor new developments in the internal and external environment.

The marketing process

.)the value-delivery sequence ( this place marketing at the beginning of the planning process. This sequence consists of three parts:

- segmentation, targeting, positioning (STP) (the marketing staff must segment the market, select the appropriate target market, and develop the offer´s value positioning).

- tactial marketing (the tangible product´s specifications and services must be detailed, a target price must be established, and the product must be made and distributed).

- communicating the value (sales force, sales promotion, advertising and other promotional tools to inform the market about the product are used).

.)steps in the planning process ( the marketing process consitst of the following steps:
- analyzing marketing opportunities (identifying the potential long-run opportunities given the market experience and core competencies....marketing reasearch plays an important role in this step! Once the company has analyzed its market opportunities, it is ready to select target markets).

- developing marketing strategies (first the company must decide on its product positioning, then it must initiate new-product development, testing and launching of the product).

- planning marketing programs (to transform marketing strategy into marketing programs, the company must make basic decisions on marketing expenditures, marketing mix, and marketing allocation.

- managing the marketing effort (the final step consists of organizing the marketing resources and then implementing and controlling the marketing plan. There are three types of marketing control, p.88  – first, the annual plan control is the task of ensuring that the company is achieving its current sales, profits and other goals; second, the profitability control is the task of measuring the actual profitability of products, customer groups, trade channels and order sizes; third, strategic control is the task of evaluating whether the company´s marketing strategy is appropriate to marketing conditions).

Chapter 4 – Gathering information and measuring market demand

( The role of a marketing information system (MIS) is to assess the marketing decision makers´ information needs, develop the needed information, and distribute that information in a timely fashion. The information is developed through internal company records, marketing intelligence activities, marketing research, and marketing decision support analysis.

Internal records system

.)the order-to-payment cycle ( it´s the heart of the internal records system. As customers favour those firms that can promise timely delivery, companies need to perform the following steps quickly and accurately - dealers and customers dispatch orders to the firm, the sales department prepares invoices and transmits copies to various departments, and out-of-stock items are back ordered. Many companies use electronic data interchange (EDI) or intranet to improve the speed, accuracy and efficiency of the order-to-payment cycle. 

.)sales information systemy ( sales force automation (SFA) software help to provide sales people with current price lists, reports on earlier orders,...and marketing managers with up-to-the-minute reports on current sales, so that they can react quickly on the demand and needs of customers and prospects as well.

Marketing intelligence system

( a marketing intelligence system is a set of procedures and sources used to obtain everyday information about developments in the marketing environment. The following methods are possible:

- marketing managers collect marketing intelligence by reading books, newspapers, or trade publications; talking to customers, suppliers, and distributors; and meeting with other company managers. 

- companies can learn about competitors by purchasing their products, attending trade shows, collecting competitors´ ads....

- companies can set up a customer advisory panel made up of customers to discuss new technologies and customers´needs. 

- companies can also purchase information from outside suppliers, like A.C. Nielsen. 

- it is possible to establish a marketing information center to collect and circulate marketing intelligence.

Marketing research system

( marketing research is the systematic design, collection, analysis, and reporting of data and findings relevant to a specific marketing situation facing the company. Marketing research firms fall into three categories – syndicated-service research firms (gather consumer and trade information, which they sell for a fee); custom marketing research firms (they are hired to carry out specific projects, and they design the study and report the findings); speciality-line marketing research firms (they provide specialized research service, e.g. field interviewing services).

.)the marketing research process (  effective marketing research consists of the following 5 steps:

- STEP 1: define the problem and research objectives (first, managment must not define a problem too broadly or too narrowly. Second, you have to distinguish between exploratory research, which should shed light on the real nature of a problem and suggest possible solutions/new ideas; descriptive research, which seeks to ascertain magnitudes; and causal research, which purpose is to test a cause-and-effect relationship).

- STEP 2: develop the research plan (here the most efficient plan for gathering the needed information is developed. Designing a research plan calls for decisions on the following points – Data sources...the researcher can gather secondary data, primary data, or both. Research approaches....primary data can be collected via observation, focus groups, surveys, behavioral data, or experiments. Research instruments... there are two main research instruments in collecting primary data, namely questioannaires and mechanical devices. Sampling plan....consists of the sampling unit = who is to be surveyed, the sample size = how many people should be surveyed, and sampling procedure = how should the respondents be chosen. Contact methods....primary data can be collected via mail questionnaire, personal, telephone or on-line interviewing.).

- STEP 3: collect the information (it is generally the most expensive step and the most prone to error).

- STEP 4: analyze the information (in this step findings are extracted from the collected data).

- STEP 5: present the findings 
Marketing decision support system

( a MDSS is a coordinated collection of data, systems, tools and techniques with supporting software and hardware by which a company gathers and interprets relevant information from business and environment and turns it into a basis for marketing action.

An overview of forecasting and demand measurement

( You can distinguish between potential market (set of consumers who profess a sufficient level of interest in a market offer), available market (set of consumers who profess a sufficient level of interest, and who have enough income and have access to the product offer), target market (=served market, the part of the available market the company decides to pursue), and penetrated market (set of consumers who are buying the company´s product).

.)a vocabulary for demand measurement ( 

- market demand (total volume bought by a defined customer group in a defined geographical area in a defined time period in a defined marketing environment under a defined marketing program).

- market forecast (the level of marketing expenditure that will actually occur).

- market potential (limit approached by market demand as industry marketing expenditures approach infinity for a given marketing environment).

- compan demand (the company´s estimated share of market demand at alternative levels of company marketing effort in a given time period).

- company sales forecast (is the expected level of company sales based on a chosen marketing plan and an assumed marketing environment).

- sales quota (sales goal set for a product line, company division, or sales representative).

- sales budget (conservative estimate of the expected volumeof sales which is used primarily for making current purchasing, production and cash-flow decisions).

- company sales potential (the sales limit approached by company demand as company marketing effort increases relative to competitors. The absolute limit of company demand is the market potential).

.)estimating current demand ( we are interested in total market potential (maximum amount of sales that might be available to all the firms in any industry during a given period under a given level of industry marketing effort and given environmental conditions = the estimated number of buyers times the average quantity purchased by a buyer times the price.), area market potential (there are two major methods, namely the market-buildup method for business markets, and the multiple-factor index for consumer markets. The first method consists of identifying all the potential buyers in each market and estimating thier potential purchases. The second method employs a multiple-factor index with each factor - like population size of an area, per capita income, competitors´presence in the area,..... - assigned a specific weight.), and in industry sales and market shares (that means that a company needs to identify its competitors and estimate their sales. This is done by buying reports on total industry sales from industry´s trade associations or from marketing research firms.).

.)estimating future demand (  there are the following methods – first, survey of buyers´ intention (they want to find out what buyers are likely to do under a given set of conditions.....the information about intentions to buy a certain product and expecttions about the economy collected are combined into consumer sentiment measures or consumer confidence measures); second, composite of sales force opinions (each sales representative estimates how much each current and prospective customer will buy of each of the company´s products); third, expert opinion (cosnsists of forecasts from dealers, distributors suppliers, and economic-forecasting-firms); fourth, past-sales analyis (the forecastes are developed on the basis of past sales with the help of time-series analysis, exponential smoothing,...); and fifth, market-test method (especially desireable in forecasting new-product sales...will be discussed in chapter 11).

Chapter 5 – scanning the marketing environment

( Within the rapidly changing global picture, a firm must monitor 6 forces, which are demographic, economic, natural, technological, political-legal, and social-cultural forces. Furthermore it is not enough to monitor each seperately, but marketers must pay attention to their causal interactions too.

Demographic environment

.)worldwide population growth ( the population explosion is a source of concern–first, because certain resources needed to support this much human life are limited, and second, because population growth is highest in countries that can least afford it. Seen from an economic point of view, a growing population does not mean growing markets unless these markets have sufficient purchasing power.

.)population age mix ( a population can be subdivided into six age groups (preschool, school-age children, teens, young adults age 25-40, middle-aged adults age 40-65, and older adults age 65-up), whereas the most populous age groups shape the market environment of a country.

.)ethnic markets ( each ethnic group has certain specific wants and buying habits.

.)educational groups ( a company has to follow different strategies depending on the educational group (illiterates, high school dropouts, high school degrees, college degrees, and professional degrees).

.)household patterns ( marketers must increasingly consider the special needs of nontraditional house-holds (that means a household that does not consist of a husband, wife and children), because they are growing more rapidly than traditional households.

.)geographical shifts in population ( some companies are taking advantage of the growth of immigrant populations and marketing their products specifically to these new members of the population. But there are also people migrating from rural to urban or suburban areas (these people too have special needs).

.)shift from a mass market to micromarkets ( the effect of all these changes is fragmentation of the mass market into numerous micromarkets differentiated by age, sex, ethnic background, education, geography, lifestyle, and other characteristics. Therefore companies have to design their products and marketing programs for those specific micromarkets (sometimes several for several micromarkets).

Economic environment

.)income distribution ( you can distinguish between the following types of industrial structures – first, subsistence economies (the vast majority of people engage in simple agriculture, consume most of their output, and barter the rest for simple goods and services....these economies offer few opportunities for marketers); second, raw-material-exporting economies (these economies are rich in one or more natural resources but poor in other respects....they are good markets for extractive equipment, tools and supplies, trucks..); third, industrializing economies (manufacturing begins to account for 10 to 20% of GDP....it creates a new rich class and a small but growing middle class, both demanding new types of goods); fourth, industrial economies (the large and varied manufacturing activities of these nations and their sizeable middle class make them rich markets for all sorts of goods). Furthermore marketers distinguish countries with five different income-distribution patterns – very low incomes; mostly low incomes; very low,very high incomes; low,medium,high incomes; and mostly medium incomes!

.)savings, debt, and credit availability ( consumer expenditures are affected by those variables, especially for products with a high price sensitivity.

Natural environment

.)shortage of raw materials ( one can distinguish between infinite resources (e.g. air, water - they pose no immediate problem), finite renewable resources (e.g. forest, food – they must be used wisely), and nonrenewable resources (e.g. oil, coal – they will pose a serious problem as the point of depletion approaches). Firms that use nonrenewable resources face substantial cost increases, which may not be easy to be passed on to the customer...therefore they will have to find alternative resources!

.)increased energy costs ( the increasing costs for oil led to the development of alternative sources of energy (solar or wind energy) and more efficient ways to use energy. 

.)increased pollution levels ( many consumers are willing to pay higher prices for "green" products.

.)role of governments ( vary in their concern and effort to promote a claen environment (rich vs. poor)

Technological environment

.)accelerating pace of technological change ( the time lag between new ideas and their successful implementation is decreasing rapidly, and also the time between introduction and peak production is shortening considerably.

.)unlimited opportunites for innovations ( scientists are working on a huge range of new technologies that will revolutionize products and production processes. 

.)increased regulation of technological change ( marketers must be aware of regulations of the government to assure safe products – this especially holds true for drugs, food, cars, and alike.

Political-legal environment

.)legislation regulating business ( laws covering competitive behaviour, product standards, product liability, product safety, product labeling....have been established.

.)growth of special-interest groups ( lobbing can indirectly influence the laws companies have to deal with, therefore companies should take care about consumer rights, women´s rights, minority rights,....!

Social-cultural environment

.)high persistence of core cultural values ( people living in a particular society hold many core beliefs and values that tend to persist (honesty, work, marriage...). Secondary beliefs are more open to changes (an early marriage, a highly paid job,....). Marketers have some chance of changing secondary beliefs and values but little chance of changing core values!

.)existence of subcultures ( each society contains subcultures (groups with shared values, e.g. Star Trek fans, Hell´s Angels...). To the extent that these groups exhibit different wants and consumption behaviour, marketers can choose particular subcultures as target markets.

.)shifts of secondary cultural values through time ( marketers have keen interest in spotting cultural shifts that might bring new marketing opportunities or threats.

Chapter 6 – Analyzing consumer markets and buyer behavior

( The starting point for understanding buyer behvior is the stimulus-response model – marketing and environmental stimuli enter the buyer´s consciousness....the buyer´s characteristics and decision process lead to a certain purchase decision.

The major factors influencing buying behavior

.)cultural factors ( they are particulary important in buying behavior...they can be divided into the following three groups – first, culture (= the set of values, preferences, and behaviors a child acquires through the family and other key institutions......most fundamental determinant of a person´s wants and behavior); second, subculture (includes nationalities, religions, racial groups, or geographic regions...they make up important market segments); third, social class (a relatively homogeneous and enduring division in a society whose members share similar values, interests, and behavior.....they show distinct product and brand preferences in many areas).

.)social factors ( consumer´s behavior is also influenced by – first, reference groups (consists of all the groups that have a dirct or indirect influence on the person´s attitudes and behavior. Groups having a direct influence are called membership groups, and may be family, friends, co-workers..! Manufacturers of products and brands where group influence is strong must determine how to reach and influence the opinion leaders in such reference groups); second, family (family members constitute the most influantial primary reference group.....marketers are interested in the roles and relative influence of the husband, wife, and children in the purchase of a large variety of products and services); third, roles and statuses (a role consists of the activities that a person is expected to perform, and each role carries a status....people choose products that communicate their role and status in society...e.g. top manager with a Mercedes).

.)personal factors ( these include the following points – first, age and stage in the life cycle (people buy different goods and services over lifetime, as they experience certain "passages" or "transformations" as they go through life..marketers pay close attention to changing life circumstances – divorce, widowhood -

and their effect on consumption behavior); second, occupation and economic circumstances (marketers try to identify the occupational groups that have above-average interest in their products and services, e.g. a blue-collar worker will buy work clothes, work shoes..! Marketers of income-sensitive goods pay constant attention to trends in personal income, and savings); third, lifestyle (psychographics is the science of measuring and categorizing lifestyles by questions like "I like my life to be pretty much the same from week to week"....marketers search for relationships between their products and certain lifestyle groups); fourth, personality and self-concept (each person has a distinct personality that influences buying behavior....therefore marketers try to develop brand images that match the target market´s self-image).

.)psychological factors ( buying behaviour is influenced by the following 4 factors – first, motivation (a motive is a need that is sufficiently pressing to drive the person to act...a need could be hunger or the need for recognition. Freud, Maslow and Herzberg have developed theories of human motivation – see p.172); second, perception (a motivated person is ready to act, but how he actually acts is influenced by his perception of the situation. Perception is the process by which an individual selects, organizes, and interprets information inputs to create a meaningful picture of the world); third, learning (when people act, they learn. Learning involves changes in an individual´s behavior arising from experience...therefore it´s important that a certain brand can satisfy a consumer so that he can learn that this brand is "positive"); fourth, beliefs and attitudes (through doing and learning, people acquire beliefs and attitudes, which in turn influence buyer behavior).

The buying decision process

.)buying roles ( here you can distinguish between the initiator (the person who first suggests the idea of buying the product or service), the influencer (a person whose view or advice influences the decision), the decider (the person who decides on any component of a buying decision – whether to buy, what to buy, how to buy or where to buy), the buyer (the person who makes the actual purchase), and the user (a person who consumes or uses the product or service).

.)buying behavior ( here you can distinguish between four types of consumer buying behavior:

- complex buying behavior (involves a three-step process....first, the buyer develops beliefs about the product, second he develops attitudes about the product, and third he makes a thoughtful choice. People engage in complex buying behavior when they are highly involved in a purchase....this is the case when the product is expensive, bought infrequently, risky, and highly self-expressive – e.g. a car).

- dissonance-reducing buyer behavior (in this case the consumer first acts, and then acquires new beliefs, and ends up with a set of attitudes by hearing or experiencing things about his or other brands after he already bought the product....here the purchase is expensive, infrequent, and risky but the consumer sees little difference in brands – e.g. a carpet).

- habitual buying behavior (here the products are bought under conditions of low involvement and the absence of significant brand differences.That means that the consumer do not search extensively for information, evaluate characteristics, and make a decision on which brand to buy. After purchase, they may not even evaluate the choice because they are not highly involved with the product. This is the case for most low-cost, frequently purchased products – e.g. salt).

- variety seeking buying behavior (buying situation is characterized by low involvement but significant brand differences...here consumers do a lot of brand switching for the sake of variety – e.g. cookies).

The stages of the buying decision process

.)problem recognition ( the buying process starts when the buyer recognizes a problem or need. The need can be triggered by internal (e.g. hunger becomes a drive) or external (e.g. one admires a neighbor´s new car) stimuli. Marketers need to identify the circumstances that trigger a particular need.

.)information search ( here one distinguishes between heightened attention (a person simply becomes more receptive to information about a product) and active information search. Consumer information sources fall into four groups:

- personal sources (most effective information....family, friends,neighbors)

- commercial sources (consumers receives most information from this source..ads, salespersons, displays)

- public sources (mass media, consumer-rating organizations)

- experiential sources (handling, examining, using the product)

The individual will come to know only a subset of the total amount of brands available (=awareness set). Some brands will meet initial buying criteria (=consideration set), but after additional information is collected only a few will remain as strong contenders (=choice set), from which he will make a final choice. The marketer has get its brands into these sets, and has to identify the other brands in the consumer´s choice set so that it can plan competitive appeals. In addition, the company should identify the consumer´s information sources and evaluate their relative importance.

.)evaluation of alternatives ( there is no single used evaluation process used by all consumers, but the most current models see the evaluation process as cognitively oriented. That is, they see the consumer as forming judgments largely on a conscious and rational basis......first, the consumer is trying to satisfy a need, second he is looking for certain benefits from the product solution, and third the consumer sees each good as a bundle of attributes with varying abilities of delivering the benefits sought to satisfy the need.

.)purchase decision ( two factors can intervene between the purchase intention and the purchase decision – first, the attitudes of others (the more intensive the other person´s negative attitude toward the consumer´s preferred alternative and the closer the person is to the consumer, the more will the consumer adjust his purchase intention); second, unanticipated situational factors (the consumer may loose his job, the preferred alternative is not available....).

.)postpurchase behavior (  here one has to take care about postpurchase satisfaction (a function of the closeness between the buyer´s expectations and the product´s perceived performance..the larger the gap between expectations and performance, the greater the consumer´s dissatisfction), postpurchase actions (the consumer´s satisfaction or dissatisfaction with the product will influence subsequent behavior, like buying the product again or not, telling friends positive or negative things about the product....companies should to everything to satisfy the consumer also after the purchase, e.g. warranty, free-toll-numbers,...), and postpurchase use and disposal (marketers should monitor how buyers use and dispose of the product, also to get new ideas how the product can be used or how it can be made better).

Chapter 7 – Analyzing business markets and business buying behavior

What is organizational buying

.)business market vs. consumer market ( more money and items are involved in sales to business buyers than to consumers. Business markets have the following characteristics that contrast sharply with consumer markets: fewer buyers, larger buyers, a close supplier-customer relationship, derived demand (the demand for business goods is ultimately derived from the demand for consumer goods), inelastic demand (that is the demand for many business goods is not much affected by price changes), fluctuating demand (changes in consumer demand can change business demand by far greater than the initial change in consumer demand – acceleration effect), professional purchasing (business goods are purchased by trained purchasing agents, who must follow the organization´s purchasing policies, constraints, and requirements), several buying influences (more people typically influence business buying decisions), direct purchasing (business buyers often buy directly from the manufacturers rather than through intermediaries), reciprocity (business buyers often select suppliers who also buy from them), and leasing (many industrial buyers lease instead of buy heavy equipment like machinery and trucks).

.)buying situations ( there are three types of buying situations:

- straight rebuy (a buying situation in which the purchasing department reorders on a routine basis...the buyer chooses from suppliers on an "approved list").

- modified rebuy (a situation in which the buyer wants to modify product specifications, prices, delivery requirements, or other terms).

- new task (a situation in which a purchaser buys a product or service for the first time...the greater the risk or cost, the larger the number of decision participants and the greater their information gathering).

.)systems buying and selling ( this means that the business buyer gets a total solution to his problem from one single seller, who is responsible for bidding out and assembling the system´s subcomponents from second-tier contractors too. A firm who offers such deals adopted system selling as marketing tool.

Participants in the business buying process

.)the buying center ( it´s the decision-making unit of a buying organization, which is composed of all those individuals and groups who share some common goals and the risks arising from the decisisons. It includes all members of the organization who play any of 7 roles in the purchase decision process:

- Initiators (those who request that something should be purchased....users or others in the company).

- Users (those who will use the product or service...help to define the product requirements).

- Influencers (they help to define specifications and provide information for evaluating alternatives... e.g. technical personnel).

- Deciders (those who decide on product requirements or on suppliers).

- Approvers (those who authorize the proposed actions of deciders or buyers).

- Buyers (those who have formal authority to select the supplier and arrange the purchase terms).

- Gatekeepers (those who have the power to prevent sellers or informations from reaching members of the buying center....receptionists or telephone operators prevent salespersons from contacting users/deciders).

.)major influences ( business buyers respond to four main influences:

- environmental factors (business buyers have to pay close atention to current and expected economic factors, such as the level of production, investment, consumer spending, and the interest rate...e.g. in a recession, business buyers reduce their investment in plant, equipment, and inventories).

- organizational factors (every organization has specific purchasing objectivities, policies, procedures, organizational structures and systems....business marketers need to be aware of following organizational trends in the purchasing area – purchasing-department upgrading, cross-functional roles, centralized purchasing, decentralized purchasing of small-ticket items, internet purchasing, long-term contracts, purchasing-performance evaluation and buyer´s professional development, and leand production.

- interpersonal factors (the business marketer is not likely to know what kind of group dynamics take place during the buying decision process, as the buying center includes several participants with different interests, authorities, status, and empathy).

- individual factors (each buyer carries personal motivations, perceptions, and preferences, as influenced by the buyes age, income, education, job position....).

- cultural factors (buying factors vary from one country to another).

The purchasing/procurement process

.)stages in the process ( there are eight stages in a typical new-task buying situation which are:

- problem recognition (the company recognizes a problem or need that can be met by acquiring a good or service. The recognition can be triggered by internal or external stimuli...business marketers can stimulate problem recognition by direct mail, telemarketing, and calling on prospects).

- general need description (the buyer determines the needed item´s general characteristics).

- product specification (the buyer develops the item´s technical specifications.....here a product value analysis is often assigned, which is an approach to cost reduction in which components are carefully studied to determine if they can be redesigned, standardized or made by cheaper methods of production).

- supplier search (the buyer now tries to identify the most appropriate suppliers....today the most likely place to look is the internet).

- proposal solicitations (the buyer invites qualified suppliers to submit proposals...after evaluating the proposals, the buyer will invite a few suppliers to make formal presentations).

- supplier selection (the buyer center specifies desired supplier attributes and indicate their relative importance....it then rates suppliers on these attributes and indentifies the most attractive suppliers. The buying center may attempt to negotiate with its preferred suppliers for better prices and terms before making the final selection).

- order-routine specifications (after selecting the supplier(s), the buyer negotiates the final order, listing the technical specifications, the quantity needed, the expected time of delivery, warranties,.......).

- performance review (the buyer periodically reviews the performance of the supplier(s), by contacting the end user and ask for their evaluation, or by rating the supplier on several criteria using a weighted score method).

Chapter 8 – Dealing with the competition

( Due to Michel Porter there are five threats to the attractiveness of a market or market segment:

- threat of intense segment rivalry (a segment is unattractive if it already contains numerous, strong, or aggressive competitors...if a segment is stable or declining, if fixed costs are high, if exit barriers are high).

- threat of new entrants (the most attractive segment is one in which entry barriers are high and exit barriers are low).

- threat of substitute products (a segment is unattractive when there are actual or potential substitutes for the product).

- threat of buyer’s growing bargaining power (buyer’s bargaining power grows when they become more concentrated or organized...when the switching costs are low, when the product is undifferentiated,...).

- threat of suppliers´ growing bargaining power (when concentrated or organized...when there are few substitutes, when the supplied product is an important input, when switching costs are high,...).

Identifying competitors

.)industry concept of competition ( industries (=group of firms that offer a product or class of products that are close substitutes for each other) - therefore competitors - are classified according to the following:

- number of sellers and degree of differentiation (here one can distinguish between pure monopoly = only one firm provides a certain product or service in a certain area; oligopoly = a small number of large firms produce products that range from highly differentiated to standardized; monopolistic competition = the competitors focus on market segments where they can meet customer needs in a superior way and command a price premium; and pure competition = many competitors offer the same product or service and there is no basis for differentiation).

- entry, mobility, exit barriers (major entry barriers include high capital requirements, economies of scale, patents and licensing requirements,..; mobility barriers may arise when a firm tries to enter more attractive market segments).

- cost structure (each industry has a certain cost burden that shapes much of its strategic conduct).

- degree of vertical integration (backward or forward integration lowers costs, and the company gains a larger share of the value-added stream,..... prices and costs can be "manipulated" in different parts of the value chain to earn profits where taxes are low).

- degree of globalization (companies in global industries need to compete on a global basis).

.)market concept of competition ( here competitors are companies that satisfy the same customer need (e.g. customers who buy a word processing package want "writing ability" – a need that can be satisfied by pencils, pens.....).

Analyzing competitors

( Once a company identifies its primary competitors, it must ascertain their characteristics....

.)strategies ( a group of firms following the same strategy in a given target market is called a strategic group. There are several strategic groups within a target markets, and each of them has to be monitored continuously by a company, especially the strategic group to which it belongs to (see p.224 – Figure 8.3).

.)objectives ( knowing how a competitor weights each objective will help the company anticipate its reactions. Many factors shape a competitor’s objectives, including size, history, current management, and financial situation. Finally, a company must monitor its competitors´ expansion plans.

.)strengths and weaknesses ( a company needs to gather information on each competitor’s strengths and weaknesses. It should monitor the following three variables when analyzing each of its competitors – the competitor’s share of the target market, share of mind (percentage of costumers who named the competitor in responding to a question "name the first company that comes to mind in this industry"), and share of heart (percentage of costumers who named the competitor in responding to a question "name the company from whom you would prefer to buy the product").

.)reaction patterns ( most competitors fall into one of four categories:

- the laid-back competitor (a competitor that does not react quickly or strongly to a rival’s move)

- the selective competitor (a competitor that reacts only to certain types of attacks –e.g. only on price cuts)

- the tiger competitor (a competitor that reacts fast and strongly to any rival’s move)

- the stochastic competitor (a competitor that does not exhibit a predictable reaction pattern)

Designing the competitive intelligence system

.)the four main steps ( setting up the system (an intelligence office, or in smaller companies specific executives, are assigned to watch specific competitors...any manager who needs information about a specific competitor can contact the corresponding in-house expert), collecting the data (data are collected on a continuous basis from the field - via sales force, suppliers, market research firms -, from people who do business with competitors, from observing competitors, from published data.....and from the internet), evaluating and analyzing the data (data are checked for validity and reliability, interpreted, and organized), and disseminating information and responding (key information is sent to relevant decision makers, and managers´ inquiries are answered).

.)selecting competitors to attack and to avoid ( often managers conduct a customer value analysis to reveal the company’s strengths and weaknesses relative to various competitors. The major steps in such an analysis are first, identifying the major attributes costumers value; second, assessing the quantitative importance of different attributes; third, assessing the company’s and competitors´ performances on the different customer values; fourth, examining how customers in a specific segment rate the company’s performance against a specific major competitor on an attribute-by-attribute basis; fifth, monitoring customer values over time. ---- After the company has conducted its customer value analysis, it can focus its attack on one of the following classes of competitors – strong vs. weak (most companies aim their shots at weak competitors, but the firm should also compete with strong competitors to keep up with the best), close vs. distant (most companies compete with competitors who resemble them the most), and good vs. bad (a company should support its good competitors, who play by the industry’s rules, and attack its bad competitors, who take large risks, invest in overcapacity, and upset industrial equilibrium).

Designing competitive strategies

.)market-leader strategies ( remaining number one calls for action on three fronts:

- expanding total market demand (the dominant firm gains the most when the total market expands, as it sells the biggest percentage to the market. Therefore the market leader should look for new users, new uses for its products, and more usage of its products).

- defending market share (the best defence is a good offence...the leader leads the industry in developing new product and costumer services, distribution effectiveness, and cost cutting. A dominant firm can use the following six defence strategies – first, position defence = building a fortification by acquiring other companies and by diversification; second, flank defense; third, preemptive defense = attacking before the enemy starts its offense; fourth, counteroffensive defense = responding on an attack with a counterattack; fifth, mobile defense = stretching its domain over new territories that can serve as future centers for defense and offense through market broadening and market diversification; sixth, contraction defense = if it is not possible to defend all territories the best action is giving up weaker territories and reassigning resources to stronger territories).

- expanding market share (market leaders can improve their profitability by increasing their market share. As the cost of buying higher market share may far exceed its revenue value, a company should consider the following three factors before pursuing increased market share – first, the possibility of provoking antitrust action, like it was the case with Microsoft; second, economic costs, as the cost of legal work, PR, and lobbying rises with market share; and third, companies might pursue the wrong marketing-mix strategy in their bid for higher market share and therefore fail to increase profits).

.)market-challenger strategies ( they can attack the leader and other competitors in an aggressive bid for further market share (market challengers) or they can play ball and not "rock the boat" (market followers). Market challengers have the following attack strategy:

- defining the strategic objective and opponents (challenger must decide whom to attack....it can attack the market leader, which is a high-risk but potentially high-payoff strategy and makes good sense if the leader is not serving the market well;.....it can attack firms of its own size that are not doing the job and are underfinanced;.....or it can attack small local and regional firms).

- choosing a general attack strategy (in a pure frontal attack, the attacker matches its opponent´s product, advertising, price and distribution;.....a flank attack can be directed along the geographical or segmental dimension, whereas in the first case the challenger spots areas where the opponent is underperforming, and in the second case the challenger serves uncovered market needs – flank attacks are much more likely to be successful than frontal attacks;.....an encirclement attack involves launching a grand offensive on several fronts – it makes sense when the challenger commands superior resources and belives a fast encirclement will break the opponent´s will;.....a bypass attack means bypassing the enemy and attacking easier markets to broaden one´s resource base, which is done by difersifying into unrelated products, difersifying into new geographical markets, and leapfrogging into new technologies to replace existing products;......a guerilla attack consists of waging small, intermittent attacks to harass and demoralize the opponent and eventually secure permanent footholds – it includes price cuts, intense promotional blitzes, and occasional legal actions).

- choosing specific attack strategy (price discounts, cheaper goods, prestige goods, product proliferation = larger product variety, product innovation, improved services, distribution innovation, manufacturing cost reduction, and intensive advertising promotion – see p.243/244).

.)market-follower strategies ( many companies prefer to follow rather than challenge the market leader, as although the follower does not overtake the leader, it can achieve high profits because it did not bear any of the innovations expenses of the leader. 4 broad strategies for followers can be distinguished:

- counterfeiter (the counterfeiter duplicates the leader´s product and package and sells it on the black market or through disreputable dealers, e.g. Rolex, music record firms..).

- cloner (the cloner emulates the leader´s products, name, and packaging with slight variations).

- imitator (copies some things from the leader but maintains differentiation in terms of packaging, ads,..).

- adapter (the adapter takes the leader´s products and adapts or improves them).

.)market-nicher strategies ( smaller firms normally avoid competing with larger firms by targeting small markets of little or no interest to the larger firms. Thus firms with low shares of the total market can be highly profitable through smart niching. Nichers have three tasks, namely creating niches, expanding niches, and protecting niches. A firm should stick to its niching but not necessarily to its niche, therefore multiple niching is preferable to single niching.

Balancing customer and competitor orientations

( There are two types of companies, namely those who are competitor-centered (+ develops a fighter orientation, - the company is to reactive, and cares too much about what the competitors are doing instead of thinking about their customers) and those who are customer-centered (+in a better position to identify new opportunities and set a strategy course that promises to deliver long-run profits).

Chapter 9 – Identifying market segments and selecting target markets

( Target marketing requires marketers to take three major steps:

-identify and profile distinct groups of buyers who might require seperate products (market segmentation)

-select one or more market segments to enter (market targeting)

-establish and communicate the products´ key distinctive benefits in the market (market positioning)

Levels and patterns of market segmentation

.)levels of marketing segmentation ( the increasing splintering of the market makes mass marketing (that is mass production, mass distribution, and mass promotion of one product for all kind of buyers) more difficult, therefore many companies are turning to micromarketing with one of the following levels:

- segment marketing (a market segment consists of a large identifiable group within a market with similar wants, purchasing power, geographical location, buying attitudes, or buying habits. Segmentation is an approach midway between mass marketing and individual marketing...there is a difference between the several segments while each segment´s buyers are assumed to be quite similar in wants and needs. Some companies are offering flexible market offerings, with a naked solution consisiting of product and service elements that all segment members value, and several options that some segment members value).

- niche marketing (marketers usually identify niches by dividing a segment into subsegments or by defining a group seeking a distinctive mix of benefits....niche marketers presumably understand their customers´ needs so well that the customers willingly pay a premium!).

- local marketing (target marketing is leading to marketing programs being tailored to the needs and wants of local customer groups – trading areas, neighborhoods, even individual stores).

- individual marketing (the ultimate level of segmentation leads to "segments of one" or "customized marketing"......much business-to-business marketing is customized, in that a manufacturer will customize the offer, logistics, communications, and financial terms for each major client. Mass customization – possible because of databases, e-mail and fax – is the ability to prepare on a mass basis individually designed products and communications to meet each costumer´s requirements).

.)patterns of market segmentation ( one way to build up market segments is by identifying preference segments....three different patterns can emerge – see Figure 9.1:

- homogeneous preferences (buyers have roughly same preferences...market shows no natural segments).

- diffused preferences (buyers vary greatly in their preferences...the first brand to enter the market is likely to position in the center....if several brands are in the market, they are likely to position throughout the space and show real differences to match consumer-preference differences).

- clustered preferences (the market reveals distinct preference clusters, called natural market segments).

.)market-segmentation procedure ( there esxists a 3-step procedure for identifying market segment:

- step one: survey stage (the researcher conducts exploaratory interviews and focus groups to gain insight into consumer motivations, attitudes, and behavior).

- step two: analysis stage (researcher applies cluster analysis to create a specified number of maximally different segments).

- step three: profiling stage (each cluster is profiled in terms of its distinguishing attitudes, behavior, demographics, psychographics and media patterns. Market segmentation must be redone periodically!!).

Segmenting consumer and business markets

.)bases for segmenting consumer markets ( the major segmentation variables are the following:

- geographic segmentation (this calls for dividing the market into different geographical units such as nations, states, regions, cities, or neighborhoods).

- demographic segmentation (here the market is divided into groups on the basis of variables such as age, family size, family life cycle, gender, income, occupation, education, religion, race, social class...it´s quite a good bases for distinguishing customer groups, as consumer wants, preferences, and usage rates are often associated with demohgraphic variables...besides they are easier to measure).

- psychographic segmentation (here buyers are divided into different groups on the basis of lifestyle or personality and values).

- behavioral segmentation (here buyers are divided into groups on the basis of their knowledge of a product, their attitude toward a product, their use of a product, and their response to a product. Many marketers believe that behavioral variables, like occasions, benefits, user status, usage rate, loyalty status, and attitude, are the best starting points for constructing market segments – see p.267 ff).

- multi-attribute segmentation (marketers increasingly combining several variables in an effort to identify smaller, better defined target groups. Geoclustering yields richer description of consumers and neighbor-hoods than traditional demographics, by analyzing a vast number of factors at a time.....the inhabitants in a cluster found out by geoclustering tend to lead similar lives, drive similar cars, have similar jobs,....).

.)bases for segmenting business markets ( business markets can be segmented with some variables employed in consumer market segmentation (geography, benefits sought, and usage rate), but marketers can also use other variables, like operating variables (technology of the costumer, customer capabilities), or situational factors (firms that need quick and sudden delivery, firms with small or large orders...).

.)effective segmentation ( to be useful, market segments must be measurable (the size, purchasing power, and characteristics of the segments can be measured), substantial (the segments are large and profitable enough to serve), accessible (segments can be effectively reached and served), differentiable (the segments are conceptually distinguishable and respond differntly to different marketing-mix elements and programs), actionable (effective programs can be formulated for attracting and serving the segments).

Market targeting

.)evaluating the market segments ( before deciding how many and which segments a company should target, it must look at two factors, namely the segment´s overall attractiveness (size, growth, profitability, low risk) and company´s objectives and resources (does an attractive segment meets the company´s long-run objectives?...does the company have all the necessary competences to offer superior value?).

.)selecting the market segments ( here the company can consider 5 patterns of target market selection:

- single-segment concentration (company may select a single segment....through concentrated marketing, the firm gains a strong knowledge of the segment´s needs and schieves a strong market presence. Besides it enjoys operating economies through specializing its production, distribution, and promotion. However, it involves higher than normal risks...a market segment can turn sour; competitors may invade a segment).

- selective specialization (firm selects a number of segments, each objectively attractive and appropriate. This multisegment coverage strategy has the advantage of diversifying the firm´s risk).

- product specialization (the firm specializes in making a certain product that it sells to several segments. Through a product specialization strategy, a firm builds a strong reputation in the specific product area. The risk is that the product may be supplanted by an entirely new technology).

- market specialization (the firm concentrates on serving many needs of a particular customer group. The firm gains a stron reputation in serving this customer group and becomes a channel for further products that the customer group could use. The risk is that the customer group may have its budget cut).

- full market coverage (the firm attempts to serve all customer groups with all the products they might need...one distinguishes between undifferntiated marketing - the firm ignores market-segment differences and goes after the market with one market offer - and differentiated marketing – the firm operates in several market segments and designs different programs for each segment).

.)additional considerations ( four other considerations must be taken into account in evaluating and selecting segments:

- ethical choice of market tergets (market targeting can generate public controversy when marketers take unfair advahtage of vulnerable groups -such as schilderen- or disadvantaged groups -such as poor people- or promote potentially harmful products....socially responsible marketing calls for targeting that serves not only the company´s interests but also the interests of those targeted).

- segment interrelationships and supersegments (in selecting more than one segment, the company should pay close attention to segment interrelationships on the cost, performance, and technology side....a company carrying a fixed cost –sales force, store outlets- can add products to absorb and share some costs. Therefore companies should try to operate in supersegments rather than in isolated segments. A supersegment is a set of segments sharing some exploitable similarity).

- segment by segment invasion plans (a company would be wise to enter one segment at a time without revealing its total expansion plans, as the competitors must not know to what segment(s) the firm will move next. 

- intersegment cooperation (the best way to manage segments is to appoint segment managers with sufficient authority and responsibility for building their segment´s business. At the same time, segment managers should not be so segment-focused as to resist cooperations with other company personnel).

Chapter 10 – Positioning the market offering through product life cycle

( A company must plan strategies appropriate to each stage in the product´s life cycle, as economic conditions change, competitors launch new assaults, and the product passes through new stages of buyer interest and requirements.

Differentiation tools

( The BCG competitive advantage matrix distinguishes four types of industries based on the number of differentiation opportunities/competitive advantages:

- volume industry (here companies can gain only a few, but rather large, competitive advantages).

- stalemated industry (an industry in which there are few potential competitive advantages and each is small.... because it is hard to differentiate the product or decrease manufacturing cost - e.g. stell industry).

- fragmented industry (one in which companies face many opportunities for differentiation, but each opportunity has a small payoff – e.g. restaurants).

- specialized industry (one in which companies face many differentiation opportunities, and each of them can have a high payoff – e.g. firms making specialized machinery).

No matter what type of industry, it can differentiate its market offering along five dimensions, that are product, services, personnel, channel, and image.

.)product differentiation ( physical products vary in their potential for differentiation....at one extreme there are products that allow for little variation (chicken, steel....), at the other extreme there are products capable of high differentiation (automobiles,furniture,..). In the latter case the seller faces a huge number of possibilities to differentiate:

- form (many products can be differentiated in form, the size, the shape, or physical structure of a product)

- features (features are characteristics that supplement the product´s basic function....a company can identify and select appropriate new features by asking recent buyers which features should be added to the curent product, and how much they would pay for each).

- performance quality (this refers to the level at which the product´s primary characteristics operate...the question here is, if offering higher than current product performance produces higher profitability).

- conformance quality (is the degree to which all the produced units are identical and meet the promised specifications...low  conformance quality will disappoint some buyers).

- durability (this is a measure of a product´s expected operating life under natural or stressful conditions, and is a valued attribute for certain products).

- reliability (the measure of the probability that a product will not malfunction or fail within a specific time period....buyers normally will pay a premium for more reliable products).

- repairability (buyers prefer products that are easiy to repair).

- style (buyers are normally willing to pay a premium for products that are attractively styled....style has the advantage of creating distinctiveness that is difficult to copy. Especially in food products, packaging can be seen as a styling weapon).

- design: the integrating force (it´s the totality of features that affect how a product looks and functions in terms of customer requirements....all the qualities discussed above are design parameters! Design offers a potent way to differentiate and position a company´s products and services, and it must not be confused with style! It´s not a single effort, but it must be done in all the stages of the manufacturing process!).

.)service differentiation ( when the physiacl product cannot easily be differentiated, the key to success may lie in adding valued service and improving their quality. The main service differentiators are:

- ordering ease (refers to how easy it is for a customer to place an order with a company..e.g. via internet)

- delivery (refers to how well a product is delivered to a customer....in terms of speed, accuracy,....)

- installation (refers to the work done to make a product operational on its planned location)

- customer training (refers to training the customer´s employees to use the vendor´s product properly)

- costumer consulting (refers to data, information systems, and advising services offered to the buyer)

- maintenance, repair (service program that helps customers keep buyed products in good working order)

- miscellaneous services (any other possibility to differentiate customer service...e.g. improved warranty)

.)personnel differentiation ( companies can gain a strong competitive advantage through having better-trained people....better-trained personnel exhibit the following six characteristics – competence, courtesy (they are respectful, friendly, and considerate), credibility, reliability (perform the service consistently and accurately), responsiveness (respond quickly to customer´s requests and problems), communication (they make an effort to understand the customer and communicate clearly).

.)channel differentiation ( companies can achieve competitive advantages through the way they design their distribution channel´s coverage, expertise, and performance.

.)image differentation ( image is the way the public perceives the company or its products....an efective image establishes the product´s character and value proposition; conveys this character in a distinctive way so as not to confuse it with competitors´; and delivers emotional power beyond mental image.

- symbols (images can be amplified by strong symbols)

- media (the chosen image must be worked into ads and media that convey a story, a mood,...- something distinctive. It should appear in annual reports, brochures, catalogs, business cards,....)

- atmosphere (physical space occupied by a company is a powerful image maker too....e.g. architecture)

- events (a company can build an identity trough the events it sponsors)

Developing and communicating a positioning strategy

( a difference is worth establishing to the extent that it satisfies the following criteria – important (the difference delivers a highly valued benefit to a sufficient number of buyers), distinctive (the difference is deliverd in a distinctive way), superior (difference is suoerior to other ways of obtaining the benefit), preemptive (difference cannot be easily copied by competitors), affordable (the buyer can afford to pay for the difference), and profitable (the company will find it profitable to introduce the difference).

.)positioning ( each firm needs to develop a distinctive positioning for its market offering, whereas positioning is the act of designing the company´s offering and image to occupy a distinctive place in the target market´s mind. There are three possible strategies – first, strengthen its own current position in the consumer´s mind; second, grap an unoccupied position; third, deposition or reposition of the competition; fourth, the exclusive-club strategy (those in the club are the best.... invented by number two or three).

.)how many differences to promote (  some say a company should only develop a unique selling proposition (USP) for each brand and stick to it. Not everyone agrees that single-benefit positioning... double-benefit positioning may be necessary if two or more firms claim to be best on the same attribute. As companies increase the number of claims for their brand, they risk disbelief and a loss of clear positioning....in general the following four major positioning errors must be avoided:
- underpositioning (gives only a vague idea of the brand)

- overpositioning (in this case buyers may have too narrow an image of the brand)

- confused positioning (buyers may have a confused image of the brand resulting from the company´s making too many claims or changing the brand´s positioning too frequently)

- doubtful positioning (the buyers may find it hard to believe the brand claims in view of the product´s features, price, or manufacturer)

Furthermore there esxist the following positioning strategies:

- attribute positioning (a company positions itself on an attribute, such as the size)

- benefit positioning (the product is positioned as the leader in a certain benefit)

- use or application positioning (positioning the product as bets for some use or application)

- user positioning (positioning the product as best for some user group)

- competitor positioning (the product claims to be better in some way than a named competitor)

- product category positioning (the product is positioned as the leader in a certain product category)

- quality or price positioning (the product is positioned as offering the best value)

.)communicating the company´s positioning (  once the company has developed a clear positioning strategy, it must communicate that positioning effectively. 

Product life-cycle marketing strategies

( a company´s differentiating and positioning strategy maust change as the product, market, and competitors change over time..therefore we have to think about the product life-cycle and its implications.

.)the concept of the product life cycle ( most product life-cycle curves are portrayed as bell-shaped, and they are typically divided into the following four stages:

- introduction (period of slow sales growth as the product is introduced in the market......profits are nonexistent in this stage because of the heavy expenses incurred with product introduction).

- growth (period of rapid market acceptance and substantial profit improvement).

- maturity (period of slowdown in sales growth because the product has achieved acceptance by most potential buyers......profits stabilize or decline because of increased competition).

- decline (period when sales show a downward drift and profits erode).

The PLC concept can be used to analyze a product category (liquor), a product form (white liquor), a product (vodka), or a brand (Smirnoff)......product categories have the longest life cycles; product forms follow the stndard PLC more faithfully; products follow either the standard PLC or one of several variant shapes (see p. 305); branded products can have a short or long PLC.

.)the introduction stage ( sales growth tends to be slow at this stage as there may be delays in the expansion of production capacity, technical problems, delays in obtaining adequate distribution through retail outlets, and customer reluctance to change established behavior. Furthermore profits are negative or low as much money is needed to attract distributors, promotional expenditures are at their highest ratio to sales because of the need to inform potential consumers, induce product trial, and secure distribution in retail outlets. In launching a new product, management can pursue one of the following 4 strategies, that are rapid skimming (launching the product at a high price and a high promotion level), slow skimming (launching the product at a high price and low promotion), rapid penetration (launching the product at a low price and spending heavily on promotion), and slow penetration (launching the product at a low price and low level of promotion).

.)the growth stage ( this stage is marked by a rapid climb in sales, as early adopters like the product, and additional consumers start buying it. New competitors enter, attracted by the opportunities, and they introduce new product features and expand distribution. The prices remain where they are or fall slightly, depending on how fast demand increases. Sales rise much faster than promotional expenditures, causing a decline in the promotion-sales ratio. Profits increase during this stage as promotion-sales ratio declines and unit manufacturing costs fall faster than price declines owing to the producer lerning effect. During this stage, the firm uses several strategies to sustain rapid market growth as long as possible – it improves product quality and adds new product features and improved styling; it adds new models and flanker products; it enters new market segments; it increases its distribution coverage and enters new distribution channels; it lowers prices to attract the next layer of price-sensitive buyers.

.)the maturity stage ( this stage normally lasts longer than the previous stages....most products are at this stage. It is divided into three phases – the growth maturity (sales growth rate starts to decline..there are no ne distribution channels to fill), the stable maturity (sales flatten on a per capita basis because of market saturation...future sales are governed by population growth and replacement demand), and the decaying maturity (absolute level of sales starts to decline, and customers begin switching to other products and substitutes). A shakeout begins, and weaker competitors withdraw. Dominating the industry are a few giant firms, and surrounding these dominant firms are a multitude of market nichers. Managers try to expand the market for its brand by either expanding the number of brand users or by convincing current brand users to incraese their usage of the brand (=market modifications). Furthermore managers try to stimulate sales by modifying the product´s characteristics through quality improvement, feature improvement, or style improvement (=product modifications). Finally, product managers might also try to do marketing-mix modifications - price (could a price cut attract new buyers), distribution (should more outlets be penetrated,...), adverstising (should ad expenditures be increased,..), sales promotion (should the company start with rebates, gifts, warranties,...), personal selling (should the number or quality of salespeople be increased,....), and service (can the company speed up delivery,...).

.)the decline stage ( sales decline for a number of reasons, including technological advances, shifts in consumer tastes, and increased competition. All lead to overcapacity, increased price cutting, and profit erosion. Some firms withdraw from the market, and those remaining may reduce the number of products they offer....they may withdraw from smaller market segments and weaker trade channels, and they may cut their promotional budget. An important task here is to establish a system for identifying weak products...then a product-review committee makes a recommendation for each dubious product – leave it alone, modify its marketing strategy, or drop it.

Market evolution

( PLC has some disadvantages (see p. 315). Besides PLC focuses on what is happening to a particular product or brand rather than on what is happening on the overall market.....as the positioning of a product or brand must change also in order to keep pace with market developments, it´s necessary to examine the stages in the market evolution too.

.)stages in market evolution ( markets evolve through the following four stages:

- emergence (before a market materializes, it esxists as a latent market)

- growth (if sales of a new product are good, new firms enter the market ( market growth stage)

- maturity (eventually, the competitors cover and serve all the major market segments ( maturity stage)

- decline (demand for the present product will begin to decrease,  e.g. because of a new technology)

Chapter 11 – Developing new market offerings 

( There are six categories of new products, which are new-to-the-world products (new products that create an entirely new market); new product lines (new products that allow a company to enter an established market for the first time); additions to existing product lines (new products that supplement a company´s established product lines – e.g. new flavors); improvements and revisions of existing products (new products that provide improved performance or greater perceived value and replace existing products); repositionings (existing products that are targeted to new markets or market segments); and cost reductions (new products that provide similar performance at lower costs).

Effective organizational arrangements

.)budgeting for new product development ( some companies finance as many projects as possible, hoping to achieve a few winners...other companies set their budget by applying a conventional percentage of sales figures or by spending what a certain competitor spends....still other companies decide how many successful new products they need and work backward to estimate the required investment.

.)organizing new-product development ( there are several ways how to handle this aspect:

- product managers (the responsibility for new-product ideas is assigned to product managers..this system has several faults, as product managers are so busy managing existing lines that they give little thought to new products other than line extensions....furthermore they lack the specific skills and knowledge needed to develop and critique new products).

- new-product managers (also new-product managers tend to think in terms of modifications and line extensions limited to their product market).

- new-product committees (high-level management committee charged with approving proposals).

- new-product venture teams (this is a group brought together from various operating departments and charged with developing a specific product or business).

- stage-gate system (the innovation process is divided into several stages, and at the end of each stage is a gate or checkpoint......at each gate senior managers control if certain criteria is fullfilled to judge whether the project deserves to move to the next stage or if it should be killed, hold, or recycled).

Managing the development process: ideas (see Fig. 11.1 for the whole development process !!)

.)idea generation ( new-product development starts with the search for ideas....top managers should define the product and market scope and the new product´s objective. New-product ideas can come from many sources - customers, scientists, competitors (by finding out what customers like and dislike in their competitors´ products), employees, channel members, and top management. However, the marketing concept holds that customer needs and wants are the logical place to start the search for ideas....and many ideas come from asking customers to describe their problems with current products. 

.)idea screening ( ideas should be written down and reviewed by an idea committee, which sorts them into three groups, that are promising ideas, marginal ideas, and rejects. In screening ideas the company must avoid 2 types of errors – a drop-error occurs when the company dismisses an otherwise good idea; a go-error occurs when a company permits a poor idea to move into development and commercialization. As the new-product idea moves through development, the company needs to revise its estimate of the product´s overall probability of success constantly, using the following formula – overall probability of success = probability of technical completion (x) probability of commercialization given technical completion (x) probabilty of economic success given commercialization.

Managing the development process: concept to strategy

.)concept development and testing ( while a product idea is a possible product the company might offer to the market, the product concept is an elaborated version of the idea expressed in meaningful consumer terms. The following points can be distinguished:

- concept development (here the company should pose itself several questions, like who will use the new product, what primary benefit should the new product provide, .......After the best concept was chosen, the company has to do the positioning for the new product....then the product concept has to be turned into a brand concept – see p.337f.).

- concept testing (this involves presenting the product concept to appropriate target consumers and getting their reactions..furthermore they are asked if the benefits are clear and believable; if the product is solving a problem or filling a need for them; if other products currently meet this need and satisfy them; if the price is reasonable in relation to the value; if they will buy the product from definitely to definitely not;..).

- conjoint analysis (this is a method to measure consumer preferences for alternative product concepts of a company by which the utility values that consumers attach to varying levels of a product´s attribute is derived. Respondents are shown different hypothetical offers formed by combining varying levels of the attributes, then they are asked to rank the various offers...managers can identify the most appealing offer).

.)market-strategy development ( after testing, a preliminary marketing-strategy plan for introducing the new product into the market must be developed. This plan consists of three parts....the first part decsribes the target market´s size, structure, and behavior, but also the planned product positioning, and the sales, market share, and profit goals sought in the first few years. The second part outlines the planned price, distribution strategy, and marketing budget for the first year. The third part describes the long-run sales and profit goals and marketing-mix strategy over time. 

.)business analysis ( management needs to prepare sales, cost, and profit projections to determine whether they satisfy company objectives...only if they do the product concept can move to the product-development stage.

- estimating total sales (total estimated sales are the sum of estimated first-time sales, replacement sales, and repeat sales. Sales-estimation methods depend on whether the product is a one-time purchase, an infrequently purchased product, or a frequently purchased product–see Fig. 11.6! To estimate replacement sales, management has to research the product´s survival-age distribution, which is the number of units that fail in year one, two, three,and so on).

- estimating costs and profits (the simplest method is the break-even analysis, in which management estimates how many units of the product the company would have to sell to break even with the given price and cost structure...the most complex method is the risk analysis, where three estimates – optimistic, pessimistic, most likely – are obtained for each uncertain variable affecting profitability under an assumed marketing environment and marketing strategy for the planning period...this produces a rate-of-return probability distribution showing the range of possible rates of returns and their probabilities).

Managing the development process: development to commercialization

.)product development ( here the product concept moves to R&D or engineering to be developed into a physical product. The job of translating target customer requirements into a working prototype is helped by a set of methods known as quality function development (QFD).....here the list of desired customer attributes generated by market research is taken and turned into a list of engineering attributes that the engineers can use. The R&D department then will develop one or more physical versions of the product concept to be able to find a prototype that consumers see as embodying the key attributes described in the product-concept statement. When the prototypes are ready they must be put through rigorous functional tests and customer tests. First alpha testing is used (testing the product within the firm to see how it performs in different applications)....after refining the product further, the company moves to beta testing (the prototype should be used by a set of customers to give feedback on their experience). Consumer preference can be measured in several ways:

- rank-order method (asks the consumer to rank the different prototypes in order of preference....this method has the advantage of simplicity, but it does not reveal how intensely the consumer feels about each of them).

- paired-comparison method (this calls for presenting pairs of prototypes and asking the consumer which one is preferred in each pair....it´s easier for the consumer, as it allows him to focus on the two prototypes, noting their differences and similarities).

- monadic-rating method (asks the consumer to rate liking of each prototype on a scale...besides the individual´s preference order we also know the qualitative levels of the person´s preference for each prototype, and the rough distance between preferences).

.)market testing ( the new product is given a brand name and a packaging, and is introduced into an authentic setting to learn how large the market is and how consumers and dealers react to handling, using, and repurchasing the product. High-risk products- those that create new-product categories or have novel features – warrant more market testing than modified products. 

- consumer-goods market testing (here the company seeks to estimate four variables, that are trial, first repeat, adoption, and purchase frequency. The major methods of consumer-goods market testing are from the least to the most costly the following – sales-wave research, simulated test marketing (qualified shoppers are chosen and questioned about brand familiarity and preferences in specific product category), controlled test marketing (a reserach firm manages a panel of stores that will carry new products for a fee), and test markets (the company chooses a few representative cities, and it puts on a full advertising and promotion campaign in these markets similar to the one it would use in national markets) –see p.348).

- business-goods market testing (the vendor´s technical people observe how test customers use the product – a practice that often exposes unanticipated problems of safety and servicing, and alerts the vendor to customer training and service requirements. The vendor can also observe how much value the equipment adds to the customer´s operations as a clue to subsequent pricing. Another common test method is to introduce the new product at trade shows – the vendor can observe how much interest buyers show in the new product, how they react to various features and terms).

.)commercialization ( here a company faces its largest costs to date...it has to contract for manufacture or build/rent a full-scale manufacturing facility, besides it has to do great marketing efforts. In commer-cializing a new product, market-entry timing is critical (TIMING)....if a company gets to know that a competitor is about to launch a similar product it has three possibilities, which are first entry (the first firm entering a market usually enjoys first mover advantages, but if the product is rushed to market before it is perfect, the product can acquire a bad reputation); parallel entry (the market may pay more attention when two companies are advertising the new product); and late entry (the competitor will have borne the cost of educating the market, and the competitor´s product may reveal faults the late entrant can avoid). Furthermore the company must decide whether to launch the new product in a single locality, a region, several regions, national or international market (GEOGRAPHIC STRTEGY).....most will develop a planned market rollout over time. Within the rollout markets, a company must target its initial distribution and promotion to the best prospect groups (TARGET MARKET PROSPECTS). Finally, the company must develop an action plan for introducing the new product into the rollout markets (INDRODUCTORY MARKET STRATEGY).

The consumer-adoption process

( Many new-product managers aim at consumers who are early adopters, whereas adoption is an individual´s decision to become a regular user of a product....the consumer-adoption process is followed by the consumer-loyalty process. Companies focus on early adopters as they tend to be opinion leaders and are helpful in "advertising" the new product to other potential buyers. 

.)stages in the adoption process ( awareness (the consumer becomes aware of the innovation but lacks information about it), interest (consumer is stimulated to seek information about the innovation), evaluation (consumer considers whether to try the innovation), trial (consumer tries the innovation to improve his estimate of its value), and adoption (consumer decides to make full and regular use of it).

.)factors influencing the adoption process ( people differ in readiness to try new products (depends on their value orientations, e.g. venturesome, deliberate, skeptical, tradition bound), personal influence plays a large role (the effect one person has on another´s attitude or purchase probability), characteristics of the innovation affect rate of adoption (relative advantage over existing products, compatibility = degree to which the innovation matches the values and experiences of the individuals, complexity, divisibility = degree to which the innovation can be tried on a limited basis, communicability = degree to which the benefical results of use are observable or describable to others).

Chapter 12 – Designing global market offerings

( The decision process in this connection consists of deciding whether to go abroad, deciding which markets to enter, deciding how to enter the market, deciding on the marketing program, and deciding on the marketing organization!!

Deciding whether to go abroad

( most companies would prefer to remain domestic if their domestic markets were large enough (the managers would not need to learn other languages and laws, face political or legal uncertainties, or have to redesign their product to suit different customer needs and expectations). Nevertheless there are some factors that draw a company into the international business – foreign markets may present higher profit opportunities, the company needs a larger customer base to achieve economies of scale, the company´s customers are going abroad and require international servicing. Besides the risks mentioned above the company risks that it might not understand the needs and expectations of foreign customers or foreign country´s business culture. 

Deciding which markets to enter

.)regional free trade zones ( regional economic integration-trading agreements between blocks of countries (like the EU or NAFTA) has intensified in recent years, which means that companies are more likely to enter entire regions overseas rather than do business with one nation at a time.

.)evaluating potential markets ( many companies prefer to sell to neighboring countries because they understand these countries better, and they can control their costs better. Also psychic proximity (where one feels comfortable with the language, laws and culture) determines the choice of which market to enter. In general, a company prefers to enter countries that first rank high on market attractiveness, second are low in market risk, and third in which the company possesses a competitive advantage.

Deciding how to enter the market

( Once a company decides to target a particular country, it has to determine the best mode of entry. Each succeeding strategy involves more commitment, risk, control, and profit potential (see Fig.12.2)......

.)indirect export ( companies work through one of the following independent intermediaries to export their product – domestic-based export merchants buy the manufacturer´s products and then sell them abroad; domestic-based export agents seek and negotiate foreign purchases and are paid a commssion; cooperative organizations carry on exporting activities on behalf of several producers and are partly under their administrative control; and export-management companies agree to manage a company´s export activities for a fee. 

.)direct export ( company decides to handle its own exports....the investment and risk are somewhat greater, but so is the potential return. Direct exporting can be carried on in the following ways – a domestic-based export department or division; an overseas sales branch or subsidiary; traveling export sales representatives; foreign-based distributors or agents (they are given either exclusive rights to represent the company in that country or only limited rights).

.)licensing ( it´s a simple way to become involved in international marketing...the licensor licenses a foreign company to use a manufacturing process, trademark, patent, trade secret, or other item for a fee or royalty. The licensor gains entry at little risk, and the licensee gains production expertise or a well-known product or brand name. As a disadvantage the licensor has less control over the licensee than if it had set up its own production and sales facilities. Franchising is a more complete form of licensing, in which the franchiser offers a complete brand concept and operating system.

.)joint ventures ( here foreign investors join with local investors to create a joint venture company in which they share ownership and control. Forming a joint venture may be necessary or desirable for economic reasons (lack of finacial assets, physical or managerial resources) or political reasons (foreign government requires joint ownership as a condition for entry). Joint ownership has the drawback that the partners might disagree over investment, marketing, or other policies.

.)direct investment ( the foreign company owns assembly or manufacturing facilities in the country of interest. With this strategy the firm secures cost economies (cheaper labor or raw materials); strengthens its image in the host country because it creates jobs; develops a eeper relationship with the government, customers, local suppliers, and distributors; and retains full control over its investment. The main disadvantage is that the firm exposes a large investment to risks such as blocked or devalued currencies, worsening markets, or expropriation.

Deciding on the marketing program

( at one extreme there are companies that use a globally standardized marketing mix worldwide, which promises the lowest costs. At the other extreme is an adapted marketing mix, where the producer adjusts the marketing mix elements to each target markets. Between these two extremes are many possibilities.

.)product ( 5  adaptation strategies of product and promotion to a foreign market can be distinguished:

- straight extension (means introducing the product in the foreign market without any change).

- product adaptations (involves altering the product to meet local conditions or preferences).

- product invention (consists of creating something new....backward invention is reintroducing earlier product forms that are well adapted to a foreign country´s need, forward invention is creating a new product to meet a need in another country).

.)promotion ( after deciding the product strategy the company further decides if it should adopt its promotion to a foreign market or not - see  Fig. 12.3:

- communication adaption (this means that the company follows a straight extension for its product, but adapt its communication).

- dual adaptation (this means that a company adapts both the product and the communication...here the company can first use one message everywhere, varying only the language, name, and colors;..second use the same theme globally but adapt the copy to each local market;..third develope a pool of ads, from which each country selects the most appropriate one;..fourth allow their country managers to create country-specific ads).

.)price ( when companies sell their goods abroad, they face a price escalation problem, as the company has to add the cost of transportation, tariffs, importer margin, wholesaler margin,....to its factory price. As cost escalation varies from country to country, the question is how to set the price in different countries:

- setting a uniform price everywhere (here the company would earn quite different profit rates depending on the various escalation costs in the different countries, and for some poor countries this strategy would result in the price being too high).

- setting a market-based price in each country (here the company charges what each country can afford. This strategy ignores differences in the actual costs from country to country....besides there is the problem of reshipment from low-price countries to high-price countries by another party).

- setting a cost-based price in each country (this strategy might price the company out of the market where its costs are high).

Another problem arises when a company sets a transfer price for goods that it ships to its foreign subsidiaries – it may be charged with dumping if it charges too low a price to its subsidiary (governments often force companies to charge the arm’s-length price). Finally the grey market can be problem.

.) place (distribution channels) ( in the first link, seller’s international marketing headquarters (export department) makes decisions on channels and other marketing-mix elements...the second link, channels between nations (agents, trading companies) gets the products to the borders of the foreign country...the third link, channels within foreign countries (e.g. wholesalers, retailers) gets the products from their entry point to final buyers and users (this step varies very much between countries). 

Deciding on the marketing organization

.)export department ( appropriate for the first steps into international marketing...if the firm moves into joint ventures or direct investment, it will no longer be adequate to manage international operations.

.)international division ( headed by a division president, who sets goals and budgets and is responsible for the company’s international growth.....in this connection the operating units, which are specialists for certain continents, countries, or regions, support the division president with information.

.)global organization ( top corporate management and staff plan worldwide manufacturing facilities, marketing policies, financial flows, and logistical systems....the global operating units report directly to the chief executive or executive committee, not to the head of an international division. A global strategy treats the world as a single market (warranted when the forces for global integration are strong and the forces for national responsiveness are weak), a multinational strategy treats the world as a portfolio of national opportunities (weak global forces, strong national forces); a glocal strategy standardizes certain core elements and localizes other elements. 

Chapter 13 – Managing product lines and brands

( Customers judge an offering by three basic elements, which are the product features and quality, services mix and quality, and price appropriateness – in this chapter the product is examined, which is a key element in the market offering. A product is anything that can be offered to a market to satisfy a want or need (includes physical goods, services, experiences, events, information, ideas...).

The product and the product mix

.)product levels ( each product consists of 5 levels, whereby each level adds more customer value....the most fundamental level is the core benefit (the fundamental service or benefit the customer is really buying – e.g. a hotel guest is buying "rest and sleep"); at the second level the marketer has to turn the core benefit into a basic product (e.g. a hotel includes a bed, bathroom, towels); at the third level the marketer prepares an expected product (a set of attributes and conditions buyers normally expect when they purchase this product – e.g. a clean bed, fresh towels); at the fourth level the marketer prepares an augmented product (the product exceeds customer expectations – e.g. fresh flowers in the room); at the fifth level stands the potential product (encompasses all the possible augmentations and transformations the product might undergo in the future).

.)product hierarchy ( there are the following seven levels – need family (the core need that underlies the existence of a product family); product family (all the product classes that can satisfy a core need with reasonable effectiveness); product class (a group of products within the product family recognized as having a certain functional coherence); product line (a group of products within a product class that are closely related because they perform a similar function, are sold to the same customer groups, are marketed through the same channels....); product type (a group of items within a product line that share one of several possible forms of the product); brand (the name, associated with one or more items in the product line, that is used to identify the source or character of the items); item (a distinct unit within a brand or product line distinguishable by size, price, appearance, or some other attributes).

.)Product classification ( products can be classified into three groups according to durability and tangibility – nondurable goods (tangible goods consumed in one or few uses – e.g. beer, soap); durable goods (tangible goods that survive many uses – e.g. refrigerators, clothing); and services. The vast array of goods consumers buy can be classified into – convenience goods (goods that the customer usually purchases frequently, immediately, and with a minimum of effort.....staples are goods consumers buy on a regular basis, impulse goods are purchased without any planning or search effort, and emergency goods are bought when a need is urgent); shopping goods (goods that the customer compares on such bases as suitability, quality, price, and style – e.g. clothing, furniture); specialty goods (goods with unique characteristics or brand identification for which a sufficient number of buyers is willing to make a special purchasing effort – e.g. a Mercedes); unsought goods (goods the consumer does not know about or does not normally think of buying).

.)industrial-goods classification (   materials and parts are goods that enter the manufacturer’s product completely (their commodity character results in relatively little advertising and promotional activity), capital items are long-lasting goods that facilitate developing or managing the finished product (they include installations and equipment– advertising is much less important than personal selling), supplies and business services are short-lasting goods and services that facilitate developing or managing the finished product (they are the equivalent of convience goods...they are bought with minimum effort).

.) product mix ( is the set of all products and items that a particular seller offers for sale...a company´s product mix has a certain width (refers to how many different product lines the company carries), length (refers to the total number of items in the mix), depth (refers to how many variants are offered of each product in the line), and consistency (refers to how closely related the various product lines are in end use, production requirements, distribution channels,...).

Product-line decisions

.)product-line analysis ( in offering a product line, companies normally develop a basic platform and modules that can be added to meet different customer requirements. Product-line managers need to know the sales and profits of each item in the line in order to determine which items to build, maintain, harvest, or divest. They also need to understand each product line’s market profile (here the product-line manager reviews how a line is positioned against competitor’s lines with the help of a product map......it shows which competitors´ items are competing against the company’s items.......besides it reveals possible locations where new items could be added if a strong unmet demand is estimated there – see Fig.  13.4.).

.)product-line length ( a product line is too short if profits can be increased by adding items, the line is too long if profits can be increased by dropping items. Sales force and distributors pressure the company for a more complete product line to satisfy their customers.....although this leads to higher costs (design and engineering costs, inventory-carrying costs, new-item promotional costs,...). A company can lengthen its product line in two ways:

- line stretching (in a downmarket stretch a company positioned in the middle market introduces a lower price line.... for this purpose a company sometimes uses a sub-brand name or a completely different brand name in order to keep its quality image; in a upmarket stretch a company wishes to enter the high end of the market for more growth, higher margins, or simply to position themselves as full-line manufacturers; in a two-way stretch a company that serves middle markets decides to stretch the lines in both directions).

- line filling (here the company stays in their present range - e.g. the upper price range of the market – but lengthens the product line by adding more items within the present range. The reasons for such a strategy are reaching incremental profits, trying to satisfy dealers who complain about lost sales because of missing items in the line, trying to utilize excess capacity, trying to plug holes to keep out competitors).

.)line modernization ( product lines need to be modernized, either piecemeal or all at once. The first method allows a firm to see how customers and dealers take to a new style, but it also allows competitors to see changes and to start redesigning their own lines. 

.)line featuring and line pruning ( the product-line manager selects one or a few items in the line to feature, while he must also periodically review the line for pruning/shortening. 

Brand decisions 

.)what is a brand ( name, term, sign, symbol, or design, or a combination of them, intended to identify the goods or services of one seller or group of sellers and to differentiate them from those competitors. A brand can convey up to six levels of meaning – attributes (a brand brings to mind certain attributes, like well-built, durable, high-prestige,..); benefits (attributes may be translated into functional and emotional benefits, e.g. durable could be translated into "I don’t have to buy another for several years"); values (the brand says something about the producer’s values, e.g. BMW stands for high performance, safety); culture (the brand may represent a certain culture, e.g. BMW represents German culture – efficient, organized); personality (the brand can project a certain personality); user (the brand suggest the kind of consumer who buys or uses the product, e.g. a 55-year old top manager not a 20-year old student in a BMW). A company must support the various levels of meaning of their brands, especially the later ones.

.)brand equity ( brand equity can be seen as the value of a brand....it is highly related to the degree of brand-name recognition, perceived brand quality, and strong mental and emotional associations. Brand equity allows to charge a price premium and is responsible for higher sales compared to an average brand. A high brand equity provides competitive advantages – reduced marketing costs as consumer brand awareness/loyalty is higher, extensions can be launched more easily as the brand carries high credibility...

.)branding challenges ( the following decisions have to be made:

- branding decision:  to brand or not to brand (today branding is such a strong force that hardly anything goes unbranded.....nevertheless there are generics, which are unbranded, plainly packaged, less expensive versions of common products such as spaghetti, or paper towels. The lower price is made possible by lower-quality ingredients, lower-cost labelling and packaging, and minimal advertising. Although it is more expensive to brand a product it has several advantages (a seller’s brand name/trademark provides legal protection of unique product features, makes it possible to attract a loyal and profitable set of customers, branding helps the seller to segment markets, and they help to build the corporate image).

- brand-sponsor decision (product may be launched as a manufacturer brand (Manner), a distributor brand (O´Lacys), or a licensed brand name....retailers for example have developed exclusive store brands to differentiate themselves from competitors.The growing power of store/distributor brands is not the only factor weakening national/manufacturer brands....also consumers are more price sensitive today.

.)brand-name decision ( there are four strategies available:

- individual names (a major advantage of this strategy is that the company does not tie its reputation to the product´s...if the product fails or appears to have low quality, the company´s name or image is not hurt).

- blanket family names (here develpoment cost is less because there is no need for name research or heavy advertising expenditures to create brand-name recognition. Furtehermore, sales of the new product are likely to be strong if the manufacturer´s name is good).

- separate family names for all products (where a company produces quite different products, it is not desirable to use one blanket family name. Companies often invent different family names for different quality lines within the same product class).

- company trade name combined with individual product names (the company name legitimizes, and the individual name individualizes the new product).

After a company decided on its brand-name strategy, it faces the task of choosing a specific brand name, whereby the desirable qualities for a brand name are the folowing – it should suggest something about the product´s benefits; it should suggest product qualities such as action or color; it should be easy to pronounce, recognize, and remember; it should be distinctive; it should not carry poor meanings in other countries and languages. 

.)brand-strategy decision ( a company has five strategies when it comes to brand strategy:

- line extensions (existing brand name extended to new sizes or flavors in the existing product category...it involves risks as it may lead to the brand name losing its specific meaning. On the other hand they have a much higher chance of survival than brand-new products).

- brand extensions (brand names extended to new-product categories...it involves risks as the new product might dissapoint buyers and damage their respect for the company´s other products. Furthermore the brand name may be inappropriate to the new product, or the brand name loses its special positioning through overextension. On the other hand it has the same advantages as a line extension).

- multibrands (new brand names introduced in the same product category...here the company may be trying to establish different features or appeal to different buying motives, or it may want to protect its major brand by setting up flanker brands. A major pitfull in introducing multibrand entries is that each might obtain only a small mrket share, and none may be particulary profitable).

- new brands (new brand name for a new category product..none of current brand names are appropriate).

- cobrands (brands bearing two or more well-known brand names...each brand sponsor expects that the other brand name will strengthen preference or purchase intention.

Packaging and labeling

.)packaging ( well-designed packaging can create convenience and promotional value. The following factors have contributed to packaging´s growing use as marketing tool – self-service, consumer affluence (means that consumers are willing to pay a little more for the convenience, appearance, and prestige of a better package), company and brand image (packages contribute to instant recognition of the company or brand), and innovation opportunity. Companies must pay attention to growing environmental and safety concerns about packaging. 

.)labeling ( sellers must label products, also by law...it should identify the product or brand, it might describe the product (who made it, where was it made, when was it made, how is it to be used, how to use it safely,....), and it might promote the product through its attractive graphics.

Chapter 14 – Designing and managing services

The nature of services

( a service is any act or performance that one party can offer to another that is essentially intangible and does not result in the ownership of anything. Its production may or may not be tied to a physical product.

.)categories of service mix ( a company´s offering most often includes some services.....the service component can be a minor or a major part of the total offering:

- pure tangible goods (here no services accompany the product...e.g. salt, toothpaste).

- tangible good with accompanying services (the more technologically sophisticated the tangible product, the more dependent are its sales on quality and availability of accompanying customer services...e.g cars).

- hybrid (the offering consists of equal parts of goods and services....e.g. restaurants).

- major service with accompanying minor goods and services (e.g airline services also include a meal).

- pure service (e.g. massage, baby-sitting,....).

.)characteristics of services and the marketing implications ( marketing of services is influenced by:

- intagibility (services can´t be seen, tasted, felt, heard, or smelled before they are bought....therefore to reduce uncertainty, buyers will look for signs or evidence of the service quality. They will draw inferences about quality from the place, people, equipment, communication material, symbols, and price that they see...the service provider´s task is to make sure that a customer has a positiv impression about the points mentioned above, that is he has to "manage the evidence").

- inseparability (services are typically produced and consumed simoultaneously. Because the client is also present as the service is produced, provider-client interaction is a special feature of services marketing... both provider and client affect the outcome. In the case of entertainment and professional services, the buyers are very interested in the specific provider – e.g. they want to hear Pearl Jam, not Gildo Horn).

- variability (because services depend on who provides them and when and where they are provided, they are highly variable in their outcomes. Service firms can take 3 steps toward quality control, and therefore reduce variability – first, they can invest in good hiring and training procedures; second, standardize the service-performance process throughout the organization; third, monitor customer satisfaction through suggestion and complaint systems, customer surveys, and comparison shopping).

- perishability=Verderblichkeit (services can´t be stored....the perishability is a problem if the demand is not steady – e.g. public-transportation companies have to own much more equipment because of rush-hour demand. There are some strategies that could help to make demand more steady – on the demand side: differntial pricing depending on the time of consumption; reservation systems which are used by airlines, or hotels;....on the supply side: part-time can be hired to serve peak demand; peak-time efficiency routines can be introduced;....).

Marketing strategies for service firms

( In addition to the traditional four Ps marketing approaches, three other Ps are important for service marketing – people (selection, training, and motivation of employees can make a huge difference in customer satisfaction), physical evidence (see before), and process (different processes can be chosen to deliver a service – e.g. restaurants can choose between fast food, buffet, or candlelight service). 

Because services are generally low in search quality (a service has characteristics the buyer can evaluate before purchase), but high in experience quality (the service has characteristics the buyer can evaluate only after purchase) and credence quality (a service has characteristics the buyer normally finds hard to evaluate even after consumption), there is more risk in purchase. This results in the following – first, service consumers rely on word of mouth rather than advertising; second, they rely heavily on price, personnel, and physical cues to judge quality; third, they are highly loyal to providers who satisfy them.

Service companies face three tasks – increasing competitive differentiation, service quality, productivity:

.)managing differentiation ( the alternative to price competition is to develop a differentiated offer (the offer can include innovative features...besides the primary service features the customer expects, secondary service features could be added), delivery (a company can hire and train better people to deliver its service), or image (companies can differentiate their image through symbols and branding).

.)managing service quality ( a service firm may win by delivering consistently higher-quality service than competitors and exceeding customer´s expectations. 5 gaps cause unsuccessful delivery – see p.439! There are also 5 determinants of service quality – reliability (ability to perform the promised service dependably and accurately), responsiveness (willingness to help and provide prompt service), assurance (knowledge of employees and their ability to onvey trust and confidence), empathy (provision of caring, individualized attention to the customer), and tangibles (appearance of physical facilities, equipment, personnel, communication materials). Excellently managed service firms share the following practices:

strategic concept (they have a clear sense of their target customers and their needs, and they have developed a distinctive strategy for satisfying these needs), top-management comitment (management looks not only at financial performance but also at service performance), high service-quality standards, monitoring systems (top firms audit performance, both their own and competitors´, by ghost shopping, comparison shopping, customer surveys, suggestion and complaint forms. A importance-performance analysis shows what attributes of a service are important for a customer and how the company is performing in the various attributes....the different quadrants show first, important service elements that are not being performed at the desired levels, second, important service elements that are being performed well, third, minor service elements that are being delivered in a mediocre way but do not need any attention, and fourth, minor services that are being performed well – see Fig.14.7!!), satisfying customer complaints (a dissatisfied customer will do bad word of mouth to a lot of people, while a customers whose complaints are satisfactorily resolved often become the most company-loyal customers), and satisfying both employees and customers (some companies believe that employee relations will affect customer relations..therefore management carries out internal marketing and provides employee support).

.)managing productivity ( there are some approaches to improving service productivity – first, it can hire and foster more skillfull workers through better selection and training; second, it can increase the quantity of service by reducing some quality; third, it can industrialize the service (assembly line at Mc Donalds for example); fourth, it can design a more effective service; fifth, it can present customers with incentives to do a part of the company´s job (business clients who sort their own mail before delivering it to the post-office pay less); sixth, it can harness the power of technology to give customers access to better service and make service workers more productive (web sites that empower the customer).

Managing product support service

( also product-based industries must provide a service bundle....manufacturers of equipment (machines, airplanes,...) all have to provide  product support service. Companies need to plan product design and service-mix decisions in tandem. You can distinguish between facilitating services (such as installation, staff training, maintenance and repair service.... important in connection with expensive equipment), and value-augmenting services (such as five-year product warranties, guaranteed move-in dates, quality audits after project installation,...).

Chapter 15 – Designing pricing strategies and programs

Setting the price

( the firm has to consider many factors in setting its pricing policy....there exists the following six-step procedure – selecting the pricing objective; determining the demand; estimating costs; analyzing competitors´ costs, prices, and offers; selecting a pricing method; and selecting the final price.

.)selecting the pricing objective ( a company can pursue any of five major objectives through pricing, which are survival (if the company is plagued with overcapacity, intense competition, or changing consumer wants...as long as prices cover variable costs and some fixed costs, the company stays in business – however, survival can only be a short-run objective); maximum current profit (the company estimates the demand and costs associated with alternative prices and choose the price that produces maximum current profit, cash flow, or rate of return on investment...here the company may sacrifice long-run performance by ignoring the effects of other marketing-mix variables); maximum market share (the company believes that a higher sales volume will lead to lower unit costs and higher long-run profit...they set the lowest price assuming the market is price sensitive); maximum market skimming (here the company sets a high price for a new product first....as inital sales slow down and as potential competitors may enter the market, the company lowers the price of the new product to draw in the next price-sensitive layer of customers...as the sales slow down there it lawers the price of the product further to draw in the next layer, and so on until the price would be lower than the cost); product-quality leadership (the company justifies a higher price with a much higher quality of its product).

.)determining demand ( the relation between alternative prices and the resulting current demand shows the demand curve, which normally slopes downward but upwards for prestige goods. The following terms can be distinguished:

– price sensitivity (price sensitivity is affected by first, the unique-value effect = buyers are less price sensitive if the product is more distinctive; second, the substitute-awareness effect; third, the difficult-comparison effect = buyers are less price sensitive when they cannot easily compare the quality of substitutes; fourth, total-expenditure effect; fifth, end-benefit effect = buyers are less price sensitive the smaller the expenditure is to the total cost of the end product; sixth, shared-cost effect; seventh, sunk-investment effect = buyers are less price sensitive when the product is used in conjunction with assets previously bought; eighth, price-quality effect; ninth, inventory effect = buyers are less price sensitive when they cannot store the product).

- estimating demad curves (to measure a company´s demand curve one can first, statistically analyze past price, quantities sold, and other factors to estimate their relationships; second, conduct price experiments at test shops/markets; third, ask buyers to state how many units they would buy at different proposed prices...here buyers might understate their purchase intention at higher prices to keep prices low).

- price elasticity of demand (if the %-change in demand is less than the %-change in price, the demand is inelastic......if the %-change in demand is higher than the %-change in price, the demand is elastic...and if the %-change in demand is exactly the same as the %-change in price, the demand is isoelastic. If demand is elastic, sellers will consider lowering their price, as a lower price will produce more total revenue).

.)estimating costs ( management wants to charge a price that will at least cover the total production costs at a given level of production. Besides the managment should realize that the average cost falls with accumulated production experience, which is known as the experience curve or learning curve. To estimate the real profitability of dealing with different retailers, the manufacturer needs to use activity-based cost accounting (ABC) instead of standard cost accounting. The first one tries to identify the real costs associated with serving different customers (e.g. because of different delivery needs of a customer). Target costing is a method where the company determines via market research at which price a new product will sell its appeal and competitors´ price....if the company is not able to bring the final cost projections into the target cost range (by continously searching in all departments of a company for possi-bilities to produce a product in a cheaper way), the company may decide against developing a product.

.)analyzing competitors´ costs, prices, and offers ( a firm must take competitors´ costs, prices,....into  account and it must be aware of possible reactions of the competitors when it launches its new product.

.)selecting a pricing method ( costs set a floor to the price, competitors´ prices and the price of substitutes provide an orienting point, customers´ assessment of unique product features establishes the ceiling price. Taken this limits into consideration one can distinguish between six price-setting methods:

- markup pricing (here a standard markup is added to the product´s cost..e.g. if a company wants to earn a 20% markup on sales, the markup price = unit cost/(1-desired return on sales) or unit cost/(1-0,2)....this method ignores current demand, perceived value, and competiton as it is only based on the costs).

- target-return pricing (here the company determines the price that would yield its target rate of return on investment (ROI)..the target-return price = (unit cost+desired returnxinvested capital)/expected unit sales.. also this method ignores price elasticity and competitors´ prices). 

- perceived-value pricing (here the company sees the buyers´ perceptions of value, not the seller´s cost, as the key to pricing......the most imortant task here is to determine the market´s perception of the offer´s value accurately – this can be done through market research).

- value pricing (value pricing says that a chosen price should represent a higher-value offer to consumers. Value pricing is not a matter of simply setting lower prices on one´s products compared to competitors...it is a matter of reengineering the company´s operations to become low-cost producer without sacrificing quality, and lowering prices significantly to attract a large number of value-conscious customers).

- going-rate pricing (here the firm bases its price more or less on competitors´ prices....it´s a good method if costs are difficult to measure or competitive response is uncertain).

- sealed-bid pricing (here the firm bases its price on expectations of how competitors will price rather than on a rigid relation to the firm´s costs or demand.....common where firms submit sealed bids for jobs).

.)selecting the final price ( pricing methods narrow the range from which the company must select its final price, but for the final price additional factors must be considered – psychological pricing (e.g. price acts as an indicator of quality; many buyers carry in their minds a reference price – a seller can situate its product among expensive products to imply that it belongs to this class; many sellers believe that prices should end in odd number - $299 instead of $300); influence of other marketing-mix elements (the final price must take into account the barnd´s quality and advertising relative to competition); company pricing policies (the price must be consistent with company pricing policies); impact of price on other parties (how will competitors react, will the government intervene and prevent this price from being charged,....).

Price-adaptation strategies
( companies normally do not set a single price but rather a pricing structure that reflects variations in geographical demand and costs, market-segment reuirements, order levels, delivery frequency,.......

.)geographical pricing (cash, countertrade, barter) ( companies are often forced to engage in countertrade to make a business....you can distinguish between barter (the direct exchange of goods, with no money and no third party involved), compensation deal (the seller receives some % of the payment in cash and the rest in products), buyback arrangement (the seller sells a plant, equipment, or technology to another country and agrees to accept as partial payment products manufactured with the supplied equipment), offset (the seller receives full payment in cash but agrees to spend a substantial amount of that money in that country within a given time period).

.)price discounts and allowances ( companies give discounts & allowances for early payment, volume purchase, and off-season buying...they must do this carefully or find that the profits are less than planned.

.)promotional pricing ( there you can distinguish between loss-leader pricing (supermarkets and department stores often drop the price on well-known brands to stimulate additional store traffic), special-event pricing (special prices in certain seasons), cash rebates, low-interest financing, longer payment terms, added warranties and service contracts, psychological discounting (involves setting the price at an artificially high price and then offering the product at substantial savings).

.)discriminatory pricing ( you can distinguish between customer-segment pricing (different customer groups are charged different prices for the same product or service), product-form pricing (different versions of the product are priced differently but not proportionately to their respective costs), image pricing (some companies price the same product at two different levels based on image differences due to different brand names, packaging..), location pricing (e.g. a theater varies its seat prices according to audience preferences for different locations), time pricing (prices are varied by season, day, or hour). For price discrimination to work, the market must be segmentable, the members in the lower-price segment must not be able to resell the product to members of the high-price segment, the cost of segmenting and policing the market must not exceed the extra revenue, and the price discrimination must not be illegal.

.)product-mix pricing ( pricing is difficult as various products have demand and cost interrelationships:

- product-line pricing (there are price steps introduced in the product lines...e.g. different price levels for the jeans of one producer).

- optional-feature pricing (companies must decide which items to include in the standard price and which to offer as options...e.g. should an electric window control be included in the price of a car).

- captive-product pricing (some companies sell their initial products at rather low prices, but sell captive products at rather high prices,...e.g. cameras often are sold at low prices, but films are sold at high prices).

- two-part pricing (service firms often charge a fixed fee plus a variable usage fee,....e.g telephone users have to pay a minimum monthly fee plus charges for calls).

- by-product pricing (here the company sells by-products, that are a result of the production process of the company´s goods, in order to be able to charge a lower price for the company´s initial product).

- product-bundling pricing (seller often bundle their products and features at a set price,...e.g. an auto manufacturer might offer an option package at less than the cost of buying all the options separately).

Initiating and responding to price changes

.)initiating price cuts ( can be initiated by an excess plant capacity, declining market share, or because the company wants to dominate the market through lower costs. A price-cutting strategy involves the following risks – low-quality trap (consumer will assume that the quality is low), fragile-market-share trap (a low price nuys market share but not market loyalty, and the same customers will shift to any lower price firm that comes along), shallow-pockets trap (the higher-priced competitors may cut prices too and may have longer staying power because of deeper cash reserves).

.)initiating price increases ( can be initiated by cost inflation, or overdemand. The price can be increased in the following ways – delayed quotation pricing (the company does not set a final price until the product is finished or delivered), escalator clauses (bases price increases on some specified price index), unbundling (a company maintains its price but removes or prices separately one or more elements that were part of the former offer), reduction of discounts. 

.)reactions to price changes ( there one can distinguish between customers´ reaction (they often question the motivation behind price changes), and competitors´ reaction (competitors are most likely to react where the number of firms are few, the product is homogeneous, and buyers are highly informed).

.)responding to competitors´ price changes ( a leader can respond in several ways  - maintaining price (if it believes that: it would lose too much profit if it reduced its price, it would not lose much market share, and it could regain market share when necessary), maintain price and add value (the leader could improve its product, service, and communication, if he thinks that this is cheaper than cutting its price and operate at a lower margin), reduce price (if the leaders costs fall with volume, it would lose market share because the market is price sensitive, and it would be hard to rebuild market share once it´s lost), increase price and improve quality (together with introducing new brands to bracket the attacking brand), launch a low-price fighter line. 

Chapter 16 – Managing marketing channels

What work is performed by marketing channels?

.)channel functions and flows ( a marketing channel performs the work of moving goods from producers to consumers. Members of the marketing channel perform a number of key functions, such as gathering information about potential and current customers and competitors; developing persuasive communications to stimulate purchasing; acquiring the funds to finance invetories at different levels in the marketing channel, assuming risks connected with carrying out channel work; providing for the successive storage and movement of physical products. There are five flows in marketing channel, which are the physical flow, title flow, payment flow, information flow, and promotion flow – see Fig. 16.2.

.)channel levels ( the length of a channel is given by the number of intermediary levels – you can distinguish between a zero-level channel (also called direct-marketing channel..consists of a manufacturer selling directly to the final consumer); the one-level channel, two-level channel,......., six-level channel (contains 1-6 selling intermediaries, such as retailers, wholesalers,.....in the consumer marketing channels, and industrial distributors, manufacturer´s representatives, manufacturer´s sales branches in the industrial marketing channels).

.)service sector channels ( the concept of marketing channels is also valid for services and ideas....e.g. fire stations must be located to give rapid access to potential conflagrations, and schools must be built close to the children who have to learn. Because of the Internet, service industries such as banking, insurance, travel, and stock buying and selling will take place through new channels.

Channel-design decision

( the channel system evolves in response to local opportunities and conditions....designing a channel system calls for analyzing customer needs, establishing channel objectives, and identifying and evaluating the major channel alternatives.

.)analyzing customers´ desired service output levels ( channels produce the following five service outputs – lot size (the number of units a channel permits a typical customer to purchase on one occasion); waiting time (average time customers of that channel wait for receipt of the good); spatial convenience (degree to which the marketing channel makes it easy for customers to purchase the product); product variety (assortment breadth provided by the marketing channel); service backup (add-on services, like credit, delivery, installation, repairs, provided by the channel). The marketing-channel designer should know that providing greater service outputs means increased channel costs and higher prices for buyers.

.)establishing objectives and constraints ( channel objectives should be stated in terms of targeted service output levels....a company should try to minimize total channel costs with respect to desired levels

of service outputs. Channel objectives vary with product characteristics , e.g. perishable products require more direct marketing. Channel design is also influenced by competitors´ channels.

.)identifying major channel alternatives ( a channel alternative is decribed by the following elements– the types of available business intermediaries (the firm needs to identify the types of intermediaries available to carry on its channel work – e.g. see page 495, companies sometimes search for innovative or unconventional marketing channels because of the difficulty or cost of working with the dominant channel); number of intermediaries (companies have to decide on the number of intermediaries to use at each channel level. Here, you can distinguish between exclusive distribution = limiting the number of intermediaries....often it involves exclusive dealing arrangements, in which the resellers agree not to carry competing brands; selective distribution = using more than a few but less than all of the intermediaries who are willing to carry a particular product; intensive distribution =  placing the goods or services in as many outlets as possible....this strategy is generally used for items such as tabacco products, gum); terms and responsibilities of channel members (the producer must determine the rights and responsibilities of participating channel members...the main elements in the trade-relations mix are price policies, conditions of sale, territoral rights, and specific services to be performed by each party).

.)evaluating the major alternatives ( each channel alternative needs to be evaluated against economic criteria (each alternative will produce different levels of sales and costs), control criteria (the ability to control an alternative will vary too), adaptive criteria (in rapidly changing, volatile, or uncertain product markets, the producer needs channel structures and policies that provide high adaptability).

Channel-management decisions

( after a company has chosen a channel alternative, individual intermediaries must be selected, trained, motivated, and evaluated. Channel arrangements must be modified over time.

.)selecting channel members ( companies should determine what characteristics distinguish the better intermediaries......number of years in business, other lines carried, growth and profit record, reputation, locations, and the type of clientele.

.)training channel members ( companies need to plan and implement careful training programs for their distributors and dealers, because the intermediaries will be viewed as the company by end users. Here, several possibilities are available....courses with certification exams, training CD-Rom,.....!

.)motivating channel members (  the company needs to determine intermediaries´ needs and construct a channel positioning such that its channel offering is tailored to provide superior value to these intermediaries....stimulating channel members to top performance must start with understanding their needs and wants. Producers can use the following methods to elicit cooperation – coercive power (occurs when a manufacturer threatens to withdraw a resource or terminate a relationship if intermediaries fail to cooperate....its the worst method and only works if the intermediary is highly dependent upon the manufacturer); reward power (occurs when the manufacturer offers intermediaries an extra benefit for performing specific acts or functions); legitimate power (is wielded when the manufacturer requests a behaviour that is warranted under the contract); expert power (can be implied if when the manufacturer has special knowledge that the intermediaries value...once the expertise is passed on to the intermediaries, this basis of power weakens); referent power (occurs when the manufacturer is so highly respected that intermediaries are proud to be associated).

.)evaluating channel members ( producers must periodically evaluate intermediaries´ performance against such standards as sales-quota attainment, average inventory levels, customer delivery time, treatment of damaged/lost goods, and cooperations in promotional and training programs...a producer will occasionally discover that it´s paying too much to some intermediaries for what they are actually doing.

.)modifying channel arrangements ( modification becomes necessary when the distribution channel is not working as planned, consumer buying patterns change, the market expands, new competition arises, and the product moves into later stages of the PLC (early buyers may be willing to pay for high value-added channels, but later buyers will switch to lower-cost channels). There exists the Customer-Driven Distribution System Design for moving a poorly functioning distribution system closer to target customers´ ideal system. It involves the following six steps –research target customers´ value perceptions, needs, and desires regarding channel service output; examine the performance of the company´s and competitors´ existing distribution systems in relation to customer desires; find service output gaps that need corrective action; identify major constraints that will limit possible corrective actions; design a "managment-bounded" channel solution; implement the reconfigured distribution system.

Channel dynamics

.)vertical marketing systems ( one of the most significant recent channel developments is the rise of VMS, where the producer, wholesaler(s), and retailer(s) acting as a unified system. One channel member, the channel captain, owns the others or franchise them or has so much power that they all cooperate. The channel captain can be the producer, the wholesaler, or the retailer. VMS achieve economics through size, bargaining power, and elimination of duplicated services.There are the following types of VMS, which are corporate VMS (combines succesive stages of production and distribution under single ownership), administered VMS (coordinates succesive stages of production and distribution through the size and power of one of the members), and contactual VMS (consists of independent firms at different levels of production and distribution integrating their programs on a contractual basis to obtain more economies or sales impact than they could achieve alone...there exist wholesaler-sponsored voluntary chains, retailer cooperatives, and franchise organizations). 

.)horizontal marketing systems ( here, two or more unrelated companies put together resources or programs to exploit an emerging marketing opportunity......each company would lack the capital, know-how, production, or marketing resources to venture alone, or is afraid of the risk (e.g. many supermarket chains have arrangements with local banks to offer in-store banking).

.)multichannel marketing systems ( occurs when a single firm uses two or more marketing channels to reach one or more customer segments. By adding more channels, companies can gain the following benefits – increased market coverage (companies often add a channel to reach a customer segment its current channel can´t reach), lower channel costs (e.g. selling by phone rather than personal visits), more customized selling (companies add a channel whose selling features fit customer requirements better).

.)conflict, cooperation, and competition (  vertical channel conflict means conflict between different levels within the same channel; horizontal channel conflicts involves conflicts between members at the same level within the channel; multichannel conflicts exists when the manufacturer has established two or more channels that sell to the same market. Causes for conflicts may be goal incompatibility (e.g. the manufacturer wants to achieve rapid market penetration through a low price policy, while the dealer wants to work with high margins); unclear roles and rights; and differences in perception (e.g. the manufacturer is optimistic about future sales and wants dealers to carry higher inventory, while the dealer may be pesimistic about the short-term economic outlook).

.)legal and ethical issues in channel relations ( companies are legally free to develop whatever channel arrangements suit them, as long as it does not keep competitors from using a channel.

Chapter 17 – Managing retailing, wholesaling, and market logistics

( In the previous chapter, marketing intermediaries were examined from the viewpoint of manufacturers. In this chapter we focus on the own marketing strategies of those intermediaries – retailers, wholesalers, and logistical organizations.

Retailing

( Retailing includes all the activities involved in selling goods or services directly to final consumers for personal, nonbusiness use.....any organization selling to final customers – whether a manufacturer, whole-saler, or retailer – is doing retailing.

.)types of retailers ( retailers can position themselves as offering one of four levels of service, which are the following – self-service, self-selection (customers find their own goods, although they can ask for assistance), limited service (retailers carry more shopping goods, and customers need more information and assistance...the stores also offer services such as credit and merchandise-return privileges), and full service (salespeople are ready to assist in every phase of the locate-compare-select process...is connected to the highest costs). By combining these different service levels with different assortment breadths, four broad positioning strategies can be distinguished – Bloomingdale´s (stores that feature a broad product assortment and high value added...they pay close attention to store design, product quality, service, and image...they have a high profit margin); Tiffany (stores that feature a narrow product assortment and high value added....such stores cultivate an exclusive image and tend to operate on a high margin and low volume); Sunglass Hut (stores that feature a narrow line and low value added...such stores keep their costs and prices low by designing similar stores and centralizing buying, merchandising, advertising, and distribution); Wal-Mart (stores that feature a broad line and low value added....they focus on keeping prices low so that they have an image of being a place for good buys).

Furthermore we can distinguish between four major categories of nonstore retailing, which are direct selling (door-to-door or at home sales parties); direct marketing (has its roots in direct-mail and catalog marketing...it includes telemarketing, television direct-response marketing, and e-shopping); automatic vending (vending machines for cigarettes, soft drinks...they offer 24-hour selling); and buying service (a storeless retailer serving a specific clientele – usually employees of large organizations – who are entitled to buy from a list of retailers who have agreed to give them discounts in return for membership).

.)marketing decisions ( here we can distinguish between retailers´ marketing decisions in the following areas – target market (a retailer´s most important decision, as it does not make sense to make decisions on product assortment, store decor, advertising messages, price,...until the target market is defined); product assortment and procurement (the retailer´s product assortment must match the target market´s shopping expectations....the real challenge begins after defining the store´s product assortment by developing a product-differentiation strategy – e.g. feature exclusive national brands that are not available at competing retailers, feature mostly private branded merchandise, feature the latest or newest merchandise first, offer merchandise customizing service); services and store atmosphere (prepurchase services include accepting telephone and mail orders, advertising, window and ineterior display, shopping hours; postpurchase services include shipping and delivery, gift wrapping, adjustments and returns, installations; ancillary services include general information, parking, repairs, check cashing, rst rooms, credit...store atmosphere includes music, how easy it is to move around, how it smells,..); price decision (must be decided in relation to the target market, the product-and-service assortment mix, and competition); promotion decision (each retailer must use promotion tools that support and reinforce its image positioning – e.g. in-store food sampling, special sales, coupons, frequent shopper reward programs); place decisions (stores can be located in the general business districts = downtown with high rents; regional shopping centers = are attractive because of generous parking, one-stop shopping, restaurants, and recreational facilities; community shopping centers = smaller malls; strip malls = contain a cluster of stores, serving a neigbor-hood´s need; locations within a larger store = e.g. McDonald´s within another shop, or at the airport).

Wholesaling

( Wholesaling includes all the activities involved in selling goods or services to those who buy for resale or business use. Wholesalers differ from retailers in the way that they pay less attention to promotion, atmosphere, and location because they are dealing with business customers rather than final consumers. Furthermore, wholesale transactions are usually larger than retail transcations, and wholesalers usually cover a larger trade area.

.)wholesaler marketing decisions ( here we can distinguish between wholesalers´ marketing decisions in the following areas – target market (they can choose a target group of customers by size - e.g. only large retailers -, type of costumer – e.g. convenience food stores only -, need for service – e.g. customers who need credit -, or other criteria); product assortment and service (wholesalers are under great pressure to carry a full line and maintain sufficient stock for immediate delivery.......as this costs a lot of money, wholesalers choose to carry only the most profitable lines. They also examine which services count most in building strong customer relationships and which ones should be dropped); price decision (wholesalers usually mark up the cost of goods by a conventional percentage to cover their expenses); promotion decision (wholesalers rely primarily on their sales force to achieve promotional objectives); place decision (progressive wholesalers have been improving materials-handling procedures and costs by developing automated warehouses and improving their supply capabilities through advanced information systems).

Market logistics

( Market logistics involves planning, implementing, and controlling the physical flows of materials and final goods from points of origin to points of use to meet requirements at a profit. Information systems play a critical role in managing market logistics, especially computers, satellite tracking, electronic data interchange (EDI), and electronic funds transfer (EFT). 

.)market-logistic objectives ( many companies state their market-logistics objectives as getting the right goods to the right places at the right time for the least cost. Market-logistics activities involve strong trade-offs....the starting point is to study what customers require and what competitors are offering. Customers are interested in on-time delivery, supplier willingness to meet emergency needs, careful handling of merchandise, supplier willingness to take back defective goods and resupply them quickly. The company must then research the relative importance of these service outputs.

.)market-logistics decisions ( here four major decisions must be made – order processing (companies are trying to shorten the order-to-remittance cycle, which is the elapsed time between an order´s receipt, delivery, and payment....the longer this cycle takes, the lower the customer´s satisfaction and the lower the company´s profits); warehousing (a company must decide on the number of stocking locations....more stocking locations means that goods can be delivered to customers more quickly, but it also means higher warehousing costs); inventory (inventory decisions involves knowing when to order and how much to order...management must know at what stock level to place a new order = reorder point. The company has to balance order-processing costs and inventory-carrying costs); transportation (transportation choices will affect product pricing, on-time delivery performance, and the condition of the goods when they arrive, all of which affects customer satisfaction).

Chapter 18 – Managing integrated marketing communications

( The marketing communications mix consists of the following five major modes of communication, which are advertising, sales promotion, public relations and publicity, personal selling, direct marketing.

The communication process

( company communication goes beyond the specific communication platforms (newspapers, TV, phone, computers, fax)....the product´s styling and price, the package´s shape and color, the salesperson´s manner and dress, the place´s decor, the company´s stationary – all communicate something to the buyer. The whole marketing mix must be integrated to deliver a constant message and strategic positioning. The marketer needs to assess which experiences and impressions will have the most influence at ecah stage of  the byuing process, so that he will be able to allocate his cummunication dollars more efficiently. The communication process consists of a sender and a receiver, a message and a media, and the major communication functions which are encoding, decoding, response and feedback.......noise can be seen as random and competing messages that may interfere with the intended communication. The target audience may not receive the intended message for any of three reasons – selective attention, selective distortion, and selective retention. 

Developing effective communications 

( the marketing communicator must follow eight steps in developing effective communications, that are:

.)identifying the target audience ( the target audience (potential buyers, current users, deciders, or influencers; individuals, groups, particular publics, or the general public) is a critical influence on the decisions on what to say, how to say it, when to say it, where to say it, and to whom to say it. A major part of audience analysis is assessing the current image of the company, its products and its competitors –the first step is to measure the target audience´s knowledge of the object, using the familiarity scale...if most respondents are not familiar with the object, the challenge is to build greater awareness. Those who are familiar with the product can be asked how they feel toward it, using the favorability scale....if most respondents feeling unfavorable or somewhat unfavorable the organization must overcome a negative image problem. A sementic differntial can help to find out the specific content of image....it involves the following steps – first, developing a set of relevant dimensions (found by asking people to identify the dimensions they would use in thinking about the object); second, reducing the set of relevant dimensions (the number of dimensions should be kept small to avoid respondents fatigue); third, administering the instrument to a sample of respondents; fourth, averaging the results; fifth, checking on the image variance (did everyone see the product in the same way, or was there considerable variation). Managment should now define a desired image if it differs from the current one, and decide which image gaps it wants to close first.

.)determining the communication objectives ( here the company must decide on the desired audience response, which could be cognitive, affective, or behavioral response (that is the company wants to put something into the customer´s mind, change an attitude, or get the consumer to act). There exist the following response hierarchy models – the AIDA model, the hierarchy-of-effects model, the innovation-adoption model, and the communications model (see. Fig.18.4). All these models assume that the buyer passes through a cognitive, affective, and behavioral stage, in that order. This "learn-feel-do" sequence is appropriate when the audience has high involvement with a product category perceived to have high differentiation, as in purchasing an automobile. "Do-feel-learn" is appropriate when the audience has high involvement but perceives only little or no differentiation, and "learn-do-feel" is relevant when the audience has low involvement and perceives little differentiation, as in purchasing salt.

.)designing the message (  formulating the message will require solving the following four problems:

- message content = what to say (in determining message content, a company searches for an appeal, theme, idea, or USP. There are three appeals......rational appeals engage self-interest by claiming that the product will produce certain benefit – e.g. messages demonstrating quality, economy, performance. Emotional appeals attempt to stir up negative or positive emotions that will motivate purchase....messages may work with negative appeals such as fear, guilt, or shame to get people to do things like brush their teeth, or they may work with positive appeals such as humor, love, pride, and joy. Moral appeals are directed to the audience´s sense of what is right and proper).

- message structure = how to say it logically (the best ads ask questions and allow readers and viewers to form their own conclusions; furthermore two-side arguments that also mention shortcomings may be more appropriate, especially when some negative associations must be overcome; finally, the order in which arguments are presented is important....in the case of one-side messages, the strongest argument should be presented first, and in the case of two-side messages, the company might start with the other side´s argument and conclude with its strongest argument).

- message format = how to say it symbolically (in a print ad, the company has to decide on headline, illustration, and color........in the radio, it has to choose words, voice qualities, and vocalizations.....on TV or in person, it has to plan all this elements plus body language....if the message is carried by the product or its packaging, it has to pay attention to color, texture, scent, size, and shape).

- message source = who should say it (messages delivered by attractive or popular sources achieve higher attention and recall......also the spokesperson´s credibility is important – underlying factors of source credibility are expertise, trustworthiness, likeability. Principle of congruity implies that communicators can use their good image to reduce some negative feelings towards a brand but in the process might lose some esteem with the audience. 

.)selecting communications channels ( communication channels are either personal or nonpersonal:

- personal communiaction channels (involve two or more people communicating directly with each other face to face, person to audience, over the telephone, or through e-mail....they derive their effectiveness through the opportunities for individualizing the presentation and feedback. Advocate channels consist of company salespeople contacting buyers in the target market; expert channels consist of independent experts making statements to target buyers; social channels consist of neighbors, friends, and family members talking to target buyers. Especially the last channel becomes more and more important and companies take several steps to stimulate this channel to work on their behalf – identify influential individuals and companies and devote extra effort to them; create opinion leaders by supplying certain people with the product on attractive terms; work through community influential such as local DJs, or class presidents; use influential or believable people in advertising; establish an electronic forum).

- nonpersonal communication channels (include media, like magazines, direct mail, radio, TV, videotape, CD-ROM, signs, posters, billboards;......atmospheres, which are packaged environmets that create or reinforce the buyer´s leanings toward product purchase, like elegant furniture;.....and events, which are occurences designed to communicate particular messages to target audiences. Mass communication affect personal attitudes and behavior through a two-step flow-of-communication process..ideas often flow from radio, TV, and print to opinion leaders and from these to the less media-involved population groups).

.)establishing the total marketing communications budget ( there are four common methods how to decide on the promotion budget – affordable method (the budget is set at what the company think it can afford....this method ignores the role of promotion as an investment and the immediate impact of promotion on sales volume); percentage-of-sales method (with this method promotion expenditures will vary with what the company can "afford"; it encourages managment to think of the relationship among promotion cost, selling price, and profit per unit; and it encourages stability when competing firms spend approximately the same percentage of their sales on promotion. On the other hand, it views sales as the determiner of promotion rather than as the result; and it leads to a budget set by the availability of funds rather than by market opportunities); competitive-parity method (here the company sets its budget to achieve share-of-voice parity with competitors.....but there are no grounds for believing that competitors know better what should be spent on promotion); objective-and-task method (here the company defines specific objectives, determines the tasks that must be performed to achieve these objectives, and estimates the costs of performing these tasks....the sum of these costs is the proposed promotion budget).

Deciding on the marketing communications mix

( Companies must allocate the promotion budget over the five promotional tools....

.)the promotional tools ( here you can distinguish between advertising (public presentation makes the buyer know that motives for purchasing the product will be publicly understood; pervasivness means that advertising permits the seller to repeat a message many times, and that it allows the consumer to receive and compare the messages of various competitors; amplified expressiveness means that advertising provides opportunities for dramatizing the company and its products through the artful use of print, sound and color; impersonality means that te audience does not feel obligated to pay attention or respond to advertising); sales promotion (coupons, contests, premiums and the like offer three distinctive benefits – they gain attention and usually provide information that may lead the consumer to the product; they incorporate some concession, or contribution that gives value to the consumer; and they include a distinct invitation to engage in the transaction now); public relations and publicity (news stories and features are more authentic and credible to readers than ads; PR can reach prospects who prefer to avoid salespeople and advertisement; PR has the potential for dramatizing a company or product); personal selling (it involves an immediate and interactive relationship between two or more people, and therefore each party is able to observe the other´s reactions at close hand; it permits all kinds of relationships to spring up, ranging froma matter-of-fact selling relationship to a deep personal friendship; it makes the buyer feel under some obligation for having listened to the sales talk); direct marketing (the message is normally addressed to a specific person; it can be prepared to appeal to the addressed individual; it can be prepared very quickly; it can be changed depending on the person´s response).

.)factors in setting the marketing communications mix ( the following factors must be considered:

- type of product market (consumer marketers spend on sales promotion, advertising, personal selling, and PR, in that order.......business marketers spend on personal selling, sales promotion, advertising, and latest in public relations. In general, personal selling is more heavily used with complex, expensive, and risky goods and in markets with fewer and larger sellers.

- push versus pull strategy (a push strategy involves the manufacturer using sales force and trade promotion to induce intermediaries to carry, promote, and sell the product to the end users...it´s especially appropriate where there is low brand loyalty in a category, brand choice is made in the store, the product is an impulse item, and product benefits are well understood. A pull strategy involves the manufacturer using advertising and consumer promotion to induce consumers ask intermediaries for the product....it´s especially appropriate when there is high brand loyalty and high involvement in the category, people perceive differences between brands, and people choose the brand before they go to the store).

- buyer-readiness stage (advertising and publicity play the most important roles in the awareness-building stage; advertising and personal selling primarily affects customer comprehension; personal selling mostly influences customer conviction; personal selling and sales promotion influences the stage of closing the sale as well as reordering - which is in addition influenced by reminder advertising).

- product-life-cycle stage (in the introduction stage, advertising and publicity have the highest cost effectiveness, followed by personal selling and sales promotion; in the growth stage, all tools can be toned down as demand is driven by word of mouth; in the maturity stage, sales promotion, advertising, and personal selling all grow more important, in that order; in the decline stage, sales promotion continues strong, advertising and publicity are reduced, and salespeople give the product only minimal attention).

- company market rank (market leaders derive more benefit from advertising than sales promotion. The contrary is true for smaller competitors).

.)measuring results ( members of the target audience are asked whether they recognize or recall the message, how many times they saw it, what points they recall, how they felt about the message, and their previous and current attitudes toward the product and company. 

( also see integrated marketing communications on page 568-569!!

Chapter 19 – Managing advertising, sales promotion, public relations

Developing and managing an advertising program

( In developing a program, marketing managers must always start by identifying the target market and buyer motives. Then they can make the five major decisions in developing an advertising program, known as the five Ms – mission (what are the advertising objectives), money (how much can be spent), message (what messages should be sent), media (what media should be used), and measurement (how should the results be evaluated).

.)setting the advertising objectives ( advertising objectives can be classified according to whether their aim is to inform, persuade, or remind – informative advertising figures heavily in the pioneering stage of a product category, where the objective is to build primary demand. Persuasive advertising becomes important in the competitive stage, where the objective is to build selective demand for a particular brand. Reminder advertising is important with mature products......a related form is reinforcement advertising, which seeks to assure current purchasers that they have made the right choice.

.)deciding on the advertising budget ( advertising has a carryover effect that lasts beyond the current period....although advertising is treated as a current expense, part of it is really an investment that builds up an intangible asset called brand equity. There are five factors to consider when setting the advertising budget – stage in product life cycle (new products receive large advertising budgets to build awareness and to gain consumer trial); market share and consumer base (high-market-share brands usually require less advertising expenditure to maintain their share.....to build share by increasing market size requires larger advertising expenditures); competition and clutter (in a market with a larger number of competitors and high advertising spending, a brand must advertise more heavily to be heard); advertising frequency (the number of repetitions needed to put across the brand´s message to consumers has an important impact on the advertising budget); product substitutability (brands in a commodity class – cigarettes, soft drinks – require heavy advertising to establish a differential image).

.)choosing the advertising message ( advertisers go through four steps to develop a creative strategy:

- message generation (to generate possible advertising appeals, many creative people proceed inductively by talking to consumers, dealers, experts, and competitors. Others use a deductive framework for generating advertising messages...here the advertiser sees buyers as expecting one of four types of reward from a product – rational, sensory, social, or ego satisfcation – and they might visualize these rewards from – results-of-use experience, product-in-use experience, or incidental-to-use experience. Crossing the four types of rewards with the three types of experience generates twelve types of advertising messages).

- message evaluation and selection (a good ad normally focuses on one core selling proposition....the several messages should be rated on desirability, exclusiveness, and believability by the target audience).

- message execution (message´s impact depends not only upon what but also on how it is said. Some ads aim for rational positioning – "gets clothes cleaner" others for emotional positioning – by showing beautiful scenes from nature. Also the choice of headlines and copy can make a difference in impact. In preparing an ad campaign, the advertiser usually prepares a copy strategy statement decribing the objective, content, support, and tone of the desired ad.....memorable and attention-getting words must be found.....format elements such as size, color, and illustration will affect an ad´s impact as well as its costs. In print advertisement the picture, headline, and copy are important, in that order.....the picture must be strong enough to draw attention, then the headline must propel the person to read the copy, and the copy must be well composed – even if this is done the ad will be noted by less than 50% of exposed audience).

- social responsibility review (advertisers must be sure their creative advertising does not overstep social and legal norms......they must be careful not to offend ethnic groups, or racial minorities).

Deciding on media and measuring effectiveness

.)deciding on reach, frequency, and impact ( media selection involves finding the most cost-efficient media to deliver the desired number of exposures to the target audience. The effect of exposures on audience awareness depends on the exposures´s reach (number of different persons or households exposed to a particular media schedule at least once during a specified time period); frequency (number of times within the specified time period that an average person or household is exposed to the message); impact (qualitative value of an exposure through a given medium). The relationship between reach, frequency, and impact is captured in the following concepts – total number of exposures (the reach times the average frequency.....the result is referred to as the gross rating points – GRP......if a given media schedule reaches 80% of the homes with an average exposure frequency of 3, the media schedule is said to have a GRP of 80x3=240), weighted number of exposures (the reach times average frequency times average impact). Reach is most important when launching new products, extensions of well-known brands, or infrequently purchased brands, or going after an undefined target market. Frequency is most important where there are strong competitors, a complex story to tell, or high consumer resistance. 

.)choosing among major media types ( media planners make their choice among media categories by considering the following variables – target-audience media habits, product (media types have different potentials for demonstration, visualization, explanation, believability, and color), message (e.g. a message announcing a major sale tomorrow will require radio, TV, or newspapaer), cost (what counts is the cost-per-thousand exposures). Some new forms of media are emerging in our times, like digital magazines that are available on the internet, interactive TV (only in the testing phase), and fax on demand (customers who need information call a toll-free number, and the fax program automatically faxes the information).

.)selecting specific vehicles ( the media planner must search for the most cost-effective media vehicle within each chosen media type (e.g. he can buy advertising time on TV at the prime-time or at an event like the worlcup).......therefore he has to rely on media measurement services that provide estimates of audience size, composition, and media cost. In this connection you can distinguish between circulation = Auflage (number of physical units carrying the advertising), audience (number of people exposed to the vehicle – can be larger than the circulation if the media is passed-on to others), effective audience (number of people with target audience characteristics exposed to the vehicle), effective ad-exposed audience (number of people with target audience characteristics who actually  saw the ad). In general the cost per thousand persons reached by a vehicle is important, but the measure should be adjusted for audience quality, audience-attention probability, and the magazine´s editoral quality.

.)deciding on media timing ( the macroscheduling problem involves scheduling the advertising in relation to seasons and the business cycle. The microscheduling problem calls for allocating advertising expenditures within a short period to obtain maximum impact......the higher the buyer turnover (=rate at which new buyers enter the market), or the higher the purchase frequency (= number of times during the period that the average buyer buys the product), or the higher the forgetting rate (= rate at which the buyer forgets the brand), the more continous the advertising should be. 

.)evaluating advertising effectiveness ( communication-effect research seeks to determine whether an ad is communicating effectively by the direct rating method (asks consumers to rate alternative ads), portfolio test (asks consumers to view or to listen to a portfolio of ads...consumers are then asked to recall all the ads and their content, aided or unaided by the interviewer), and laboratory tests (use equipment to measure physiological reactions –hartbeat, pupil dilation, blood pressure– to an ad). Sales-effect research wants to find out the effects of an ad on sales by either analyzing historical data (correlating past sales to past advertising expenditures) or experimental data (the market is divided into groups and each group gets different advertising expenditures....differences in the group´s sales show how much in extra sale was created by higher levels of advertising expenditure).

Sales promotion

( Sales promotion consists of a diverse collection of incentive tools, mostly short term, designed to stimulate quicker or greater purchase of particular products or services by consumers or trade. Whereas advertising offers a reason to buy, sales promotion offers an incentive to buy. It includes tools for consumer promotion (samples, coupons, prices off, premiums, free trials,...), trade promotion (prices off, advertising and display allowance, and free goods), business- and sales force promotion (trade shows and conventions, contests for sale reps, and specialty advertising).

.)purpose of sales promotion ( sales promotion often attract the brand switchers, because users of other brands and categories do not always notice or act on a promotion...however, sales promotions are unlikely to turn brand switchers into loyal users. Sales promotion may weaken brand loayalty by devaluating the product offering in buyers´ mind....here, price promotions rather weaken brand loyalty while added-value promotions could strengthen it. An advantage of sales promotions is that they enable manufacturers to adjust to short-term variations in supply and demand, and they induce consumers to try new products.

.)major decisions in sales promotion (  the following points have to be decided:

- establishing objectives (sales-promotion objectives are derived from broader promotion objectives, which are derived from more basic marketing objectives developed for the product.... specific objectives vary with the target market. For consumer, this can be encouraging purchase of larger-size units, building trial among nonusers. For retailers, objectives include persuading retailers to carry new items and higher levels of inventory, encouraging off-season buying. For the sales force, objectives include encouraging support of a new product or model, stimulating off-seasons sales).

- selecting consumer-promotion tools (here we can distinguish between manufacturer promotions and retailer promotions – the former may be rebates or a trade-in credit, whereas the latter includes price cuts, retailer coupons, and retailer contests or premiums. Sales promotion seems most effective when used together with advertising. There are samples, coupons, rebates, contests & games, premiums=gifts, price packs, free trials, patronage awards, product warranties, tie-in promotions, cross-promotions, POS displays and demonstrations).

- selecting trade-promotion tools (manufacturers award money to the trade for four reasons – to persuade the retailer or wholesaler to carry the brand; to persuade the retailer or wholesaler to carry more units than the normal amount, as manufacturer believe that trade will work harder when they are loaded with the manufacturer´s product; to induce retailers to promote the brand by featuring, display, and price reductions; to stimulate retailers and their sales clerk to push the product. There are price-off, allowance, and free goods).

- selecting business- and sales force promotion tools (used to gather business leads, impress and reward customers, and motivate the sales force to greater effort. There are trade shows and conventions, sales contests, and specialty advertising).

- developing the program (first, a marketer has to determine the size of the incentive; second, he must establish conditions for participation; third, he have to decide on the duration of promotion; fourth, he must choose a distribution vehicle – e.g. coupons can be distributed in package, in stores, by mail; fifth, he must establish the timing of promotion; finally, he must determine the total sales-promotion budget).

- pretesting the program (consumers can be asked to rank different possible deals, or trial tests can be run in limited geographic areas).

- implementing and controlling the program (implementation must cover lead time, which is the time necessary to prepare a program prior to launching it, and sell-in time, which begins with the promotional launch and ends when approximately 95% of the deal merchandise is in the hands of consumers).

- evaluating the results (manufacturers can use three methods to measure sales-promotion effectiveness. Sales data - companies analyze the types of people who took advantage of the promotion, what they bought before the promotion, and how consumers behaved later toward the brand and other brands. Consumer surveys – companies analyze how many recall the promotion, what they thought of it, how many took advantage of it, and how the promotion affected subsequent brand-choice behavior. Experiments – here attributes such as incentive value, duration, and distribution media are changed and changes in purchasing behavior are measured via scanner data).

Public relations

( A public is any group that has an actual or potential interest in or impact on a company´s ability to achieve its objectives. PR involves a variety of programs designed to promote or protect a company´s image or its individual products. PR departments perform the following functions – press relations (presenting news and information about the company in the most positive light), product publicity (sponsoring efforts to publicize specific products), corporate communication (promoting understanding of the company through internal and external communications), lobbying, counseling (advising management about public issues and company positions and image).

.)marketing public relations ( many companies are turning from PR to marketing public relations MPR to directly support corporate or product promotion and image making. The old name for MPR was publicity, but MPR goes beyond publicity....it plays an important role in the following tasks – assisting in the launch of new products, assisting in repositioning a mature product, building interest in a product category, influencing specific target groups, defending products that have encountered public problems, building the corporate image in a way that reflects favorably on its products.

.)major decisions in marketing PR ( establishing the marketing objectives (MPR can help build awareness, build credibility, stimulate the sales force and dealers, hold down promotion costs), choosing messages and vehicles (the manager must identify or develop interesting stories to tell about the product, event creation is an important tool in this connection), implementing the plan (PR managers must build up a personal relationship with media editors), evaluating results (the easiest measure of MPR effectiveness is the number of exposures carried by the media.....contains no indication of how many people actually read, or heard, and recalled the message and what they thought afterwards; a better measure is the change in product awareness, comprehension, or attitude resulting from the MPR campaign; sales-and-profit impact would be the most satisfactory measure, if obtainable). – also see Fig. 19.6 !!

Chapter 20 – Managing the sales force

Designing the sales force

.)sales force objectives and strategy ( companies must define the specific objectives they expect their sales force to achieve....salespeople will have one or more of the following specific tasks to perform – prospecting (seraching for prospects, or leads), targeting (deciding how to allocate their time among prospects and customers), communicating (communicating information about the company´s products and services), selling (approaching, presenting, answering objections, and closing sales), servicing (consulting on problems, rendering technical assistance, arranging financing), information gathering (conducting market research and doing intelligence work), allocating (deciding which customers will get scarce products during product shortages). A company can use either a direct sales force (consists of full- or part-time paid employees who work exclusively for the company...it includes inside sales personnel and field sales personnel) or a contractual sales force (consists of manufacturers´ reps, sales agents, and brokers, who are paid a commission based on sales).

.)sales force structure ( the sales force strategy has implications for the sales force structure...there are the following possibilities – territoral sales force structure (each sales rep is assigned an exclusive territory...this increases the rep´s incentive to cultivate local business and personal ties, and it keeps travel expenses low, as each sales rep travels within a small area); product sales force structure (the sales force is structured along product lines....this increases the understanding of the rep for the product line, which is especially important when the products are technically complex, highly unrelated, or very numerous); market sales force structure (sales forces are specialized along industry or customer lines - e.g. different reps for finance customers and manufacturer customers); complex sales force structure (when a company sells a wide variety of products to many types of customers over a broad geographical area, it often combines several sales force structures).

.)sales force size and compensation ( once the company establishes the number of customers it wants to reach, it can use a workload approach, which consists of the following five steps – first, customers are grouped into size classes according to annual sales volume; second, desirable call frequencies (number of calls on an account  per year) are established for each class; third, the number of accounts in each size class is multiplied by the corresponding call frequency to arrive at the total workload for the country, in sales calls per year; fourth, the average number of calls a sales rep can make per year is determined; fifth, the number of sales reps needed is determined by dividing the total annual calls required by the average annual calls made by a sales rep. Sales reps may receive four components of compensations, which are a fixed amount (salary), a variable amount (commissions, bonuses), expense allowances (expenses involved in travel, lodging, dining, and entertainment are paid), and benefits (paid vacations, sickness or accident benefits, pensions). Normally, companies use a combination of salary and commission, but also straight salary (reps are more willing to perform nonselling activities) and straight commission exist.

Managing the sales force 

.)recruiting and selecting sales representatives ( selecting sales reps would be simple if one knew what traits to look for. One good starting point is to ask customers what traits they prefer in salespeople.... most of them say that they want salespeople to be honest, reliable, knowledgeable, and helpful. Another approach is to look for traits common to the most successful salespeople in the company. After the company develops its selection criteria, it must recruit......selection procedures can vary from a single informal interview to prolonged testing and interviewing.

.)training sales representatives ( training time varies with the complexity of the selling task and the type of person recruited. Sales training has several goals – sales reps need to know and idnetify with the company, they need to know the company´s products, they need to know customers´ and competitors´ characteristics, they need to know how to make effective sales presentations, they need to understand field procedures and responsibilities. New methods of training are continually emerging, such as role playing, sensitivity training, videotapes, CD-ROMs, programmed learning, and films on selling.

.)supervising sales representatives ( companies often specify how much time reps should spend on a particular account, and how much time they should spend prospecting for new accounts. Furthermore a company can provide a tool called time-and-duty analysis, which helps the reps understand how they spend their time and how they might increase their productivity. Sales reps spend time in the following way – preperation, travel, food and breaks, waiting, selling, administration – wherby selling sometimes amounts to as little as 25% of total working time! For this reason inside salespeople become more and more attractive....you can distinguish between three types – technical support people (provide technical information and answers to customers´ questions), sales assistants (provide clerical backup for outside salespersons, by confirming appointments, carrying out credit checks, answering customer questions), telemarketers (use the phone to find new leads, qualify them, and sell to them). The inside sales force frees the outside reps to spend more time selling to major accounts, and identifying and converting new major prospects.

.)motivating sales representatives ( sales managers must be able to convince salespeople that they can sell more by either working harder or by being trained to work smarter, and that the rewards for better performance are worth the extra effort. The following methods are used to motivate reps – sales quotas (compensation here is tied to the degree of quota fullfillment. The high-quota school sets quotas higher than what most sales reps will achieve but that are attainable...here the managers believe that high quotas spur extra effort. The modest-quota school sets quotas that a majority of the sales force can achieve....the company believes that the sales froce will accept the quota as fair, attain them, and gain confidence. The variable-quota school thinks that differences among sales reps warrant high quotas for some, modest quotas for others), supplementary motivators (periodic sales meetings provide a social occasion, a break from routine, and a chance to air feelings and to identify with a lerger group; and sales contests should spur the sales force to a special selling effort above what is normally expected).

.)evaluating sales representatives ( management obtains information about its reps in several ways – sales reports (can be divided between activity plans and write-ups of  activity results....the first describes intended calls and routing, and forces salces reps to plan and schedule their activities, inform managers about their whereabouts, and provides a basis for comparing their plans and accomplishments. Sales reps can be evaluated on their ability to plan their work and work their plan); annual territory marketing plan (here the sales reps should outline their program for developing new accounts and increasing business from existing accounts.....sales managers study these plans, make suggestions, and use them to develop sales quota); call reports (reports on completed activities..it provides raw data from which sales managers can extract key indicators of sales performance such as avergae number of sales calls per salesperson per day, average sales call time per contact, average revenue per sales call, average costs per sales call,....). Evaluation can also assess the salesperson´s knowledge of company, products, customers, competitors, territory, and responsibilities. Personality characteristics can be rated, such as general manner, speech, appearance, and temperament. 

Principles of personal selling

.)professionalism ( sales people shouldn´t be order takers but order getters.....in training sales people to be order getters, a sales-oriented approach (trains the person in the stereotyped high-pressure techniques used in encyclopedias or automobiles....it assumes that customers are not likely to buy except under pressure) or a customer-oriented approach (trains salespeople in customer problem solving....it assumes that customers have latent needs that constitute opportunities, and that they will be loyal to sales reps who have their long-term interest at heart) is used. The major steps involved in any effective sales process are:

- prospecting and qualifying (the first step in selling is to identify and qualify prospects.....they can be qualified by contacting them by mail or phone to assess their level of interest and finacial capacity. The leads can be categorized as hot, warm, and cool prospects.....the hot prospects are turned over to the field sales force, and the warm prospects are turned over to the telemarketing unit for follow-up).

- preapproach (salespeople needs to learn as much as possible about the prospect company and its buyer. Another task is to decide on the approach, which might be a personal visit, a phone call, or a letter.....the best timing should also be considered, as well as the overall sales strategy for the account).

- approach (includes things like greeting, what clothes to wear, showing courtesy and attention to the buyer, using a positive opening line followed by key questions, and avoiding distracting mannerism).

- presentation and demonstration (salesperson explains the features, advantages, benefits, and value of the product. There are three different styles of sales presentation – the channel approach is a memorized sales talk covering the main points; the formulated approach is also based on stimulus-response thinking but first identifies the buyer´s needs and buying style and then uses a formulated approach to this type of buyer; the need-satisfaction approach starts with a search for the costuner´s real needs by encouraging the customer to do most of the talking).

- overcoming objections (you can distinguish between psychological resistance, which includes dislike of making decisions, predetermined ideas, neurotic attitude toward money, and logical restistance, which includes objections to the price, or certain product or company characteristics. To handle these objections, the salesperson maintains a possitive approach, asks the buyer to clarify the objection, denies the validity of the objection, or turns the objection into a reason for buying).

- closing (now the selesperson attempts to close the sale......he needs to know how to recognize closing signs from the buyer, including physical actions, statements or comments, and questions. They might offer the buyer specific inducements to close, such as a special price, an extra quantity, or a token gift).

- follow-up and maintainance (are necessary if the salesperson wants to ensure customer satisfaction and repeat business. The salesperson should schedule a follow-up call when the initial order is received to make sure there is proper installation, instruction, and servicing. The salesperson should also develop a maintainance and growth plan for the account).

.)negotiation ( much business-to-business selling involves negotiating.In the following circumstances negotiating is appropriate – when many factors bear not only on price, but also on quality and service; when business risks cannot be accurately predetermined; when a long period of time is required to produce the items purchased, when production is interrupted frequently because of numerous change orders. Negotiating involves preparing a strategic plan before meeting the other party and making good tactical decisions during the negotiation sessions. If the other party is more powerful, the best tactic is to know one´s BATNA – best alternative to a negotiated agreement....by identifying the alternatives if a settlement is not reached, the company sets a standard against which any offer can be measured.

.)relationship marketing ( the principles of personal selling and negotiating were transaction-oriented because their purpose is to close a specific sale......but in many cases, the company is not seeking an immediate sale but rather to build a long-term supplier-customer relationship. Companies should have their salesperson move from preliminaries, to investigating the prospect´s problems and needs, to demonstrating the supplier´s superior capabilities, and then obtaining a long-term commitment.

Chapter 21 – Managing direct and on-line marketing

The growth and benefits of direct marketing

( Direct markting is an interactive marketing system that uses one or more advertising media to effect a measurable response (typically a customer order) and/or transction at any location. 

.)the growth of direct marketing and electronic business ( the growth of direct marketing is the result of many factors – market demassification has resulted in an ever-increasing number of market niches with distinct preferences; at-home shopping increased as a result of higher costs of driving, parking headaches, lack of time and a shortage of retail sales help; toll-free phone numbers available 24 hours a day, 7 days a week, and the growth of next-day delivery made ordering fast and easy; many chain stores have dropped slower-moving specialty items, creating an opportunity for direct marketers to promote these items directly to interested buyers; and internet user population and therefore e-commerce is growing rapidly. 

.)the benefits of direct marketing ( customers benefit because direct marketing saves time and introduces consumers to a large selection of merchandise..they can do comparative shopping by browsing through mail catalogs and on-line shopping services. Sellers benefit because they can buy a mailing list containing the names of almost any group of consumers, and they can personalize and customize their message......besides direct marketing makes the marketer´s offer and strategy less visible to competitors.

.)the growing use of integrated direct marketing ( you can distinguish between single-vehicle, single-stage campaign (e.g. a one-time mailing offering a product), single-vehicle, multiple-stage campaign (this involves successive mailings to the same prospects), multiple-vehicle, multiple-stage campaign (e.g. first a mail is sent, then the prospect is called, and finally there is a face-to-face demonstration of the product).

Customer databases and direct marketing

( Companies that know their individual customers can customize their product, offer, message, shipment method, and payment method to maximize customer appeal. Today companies are building customer database (organized collection of data about individual customers or prospects that is current, accessible, and actionable for such marketing purposes as lead generation, lead qualification, sale of a product or service, or maintainance of customer relationship........it contains a lot more information than a simple mailing list – e.g. past purchases, demographics, and psychographics. Database marketing is the process of building, maintaining, and using customer database and other databases for the purpose of contacting and transacting). Companies use their databases in four ways – to identify prospects (some ads contain a response feature, such as a business reply card or toll-free number. The database is built from these responses....then the company sorts through the database to identify the best prospects, and then contacts them by mail, phone, or personal call in an attempt to convert them into customers); to decide which customers should receive a particular offer (companies set up criteria describing the ideal target customer for an offer....then they search their customer database for those most closely resembling the ideal type); to deepen customer loyalty (companies can build interest and enthusiasm by remembering customer preferences...by sending appropriate gifts, discount coupons, and interesting reading material); to reactivate customer purchase (companies can install automatic mailing programs that send out birthday or anniversary cards, or off-season promotions). Database marketing has also some disadvantages – it requires a large investment (hardware, database software, communication links, and skilled personnel), database marketing must be done carefully (data must be updated continously as people move, drop out or change interests), and companies must take care about consumer privacy. 

Major channels for direct marketing

( Direct marketers can use a number of channels for reaching prospects and customers.These include face-to-face selling, direct mail, catalog marketing, telemarketing, TV and other direct response media, kiosk marketing, and on-line channels.

.)face-to-face selling ( the original and oldest form of direct marketing is the field sales call.

.)direct mail ( this involves sending an offer, announcement, reminder, or other item to a person at a particular address. It´s a popular medium because it permits target market selectivity, can be personalized, is flexible, and allows early testing and response measurement. Although the cost per thousand people reached is higher than with mass media, the people reached are much better prospects. Besides the paper–based mail there exist also fax mail, e-mail, and voice mail. In constructing an effective direct-mail campaign, marketers must decide on the following tasks:

- objectives (most direct marketers aim to receive an order from prospects....other objectives are possible as well – producing prospect leads, strengthening customer relationship, and informing and educating customers for latter offers).

- target markets and prospects (direct marketers need to identify the characteristics of prospects and customers who are most able, willing, and ready to buy. The best customer targets are those who bought most recently, who buy frequently, and who spend the most. Other useful segmentation variables are age, sex, income, education, and previous mail-order purchases, or consumer lifestyle groups, such as computer buffs, cooking buffs, and outdoor buffs).

- offer elements (besides the product, the offer, the medium, the distribution method, and the cretaive general the marketer has to decide on the following five components of the mailing itself – the outside envelope: will be more effective if it contains an illustration, or a catchy reason to open the envelope, such as the announcement of a contest, premium, or benefit; the sales letter: it should use a personal salutation, and should be brief....the presence of the signature of someone whose title is important increases the response rate; a circular: in most cases, a colorful circular accompanying the letter will increase the response rate by more than its cost; a reply form: obtaines better results when the reply form features a toll-free number and contains a perforated receipt stub and guarantee of satisfaction; reply envelope: the inclusion of a postage-free reply envelope dramatically increases the response rate).

- testing elements (as only about 2% of the recipients who receive a direct-mail piece advertising place directly an order, to derive a more comprehensive estimate of the promotion´s impact, a company should also measure direct marketing´s impact on awareness, intention to buy, and word of mouth).

- measuring campaign success: fifetime value (by adding up the planned campaign costs, the marketer can figure out in advance the needed break-even response rate...to figure out the long-term break-even rate, one needs to know the percentage who renew a purchase each time and for how many times they renew).

.)catalog marketing ( occurs when companies mail one/more product catalogs to selected addressees. The success of a catalog business depends on the company´s ability to manage its customers list so carefully that there is little duplication or bad debts, to control its inventory carefully, to offer quality merchandise so that returns are low, and to project a distinctive image. Companies also put the catalog on the internet to save considerable printing and mailing costs, and for a better access to global consumers.

.)telemarketing ( describes the use of telephone operators to attract new customers, to contact existing customers to ascertain satisfaction levels, or to take orders. In the case of routinely taking orders, it is called telesales. Some telemarketing systems are fully automated.....automatic-dialing and recorded-message players (ADRMPs) can dial numbers, play a voice-activated advertising message, and take orders from interested customers on answering-machine devices or by forwarding the call to an operator.

.)other media for direct-response marketing ( newspapers and magazines carry abundant print ads offering books, articles of clothing, appliances, vacations, and other goods and services that individuals can order by dialing a toll-free number. Radio ads present offers to listeners 24 hours a day. Television is used in three ways – direct-response advertising (advertisings in normal TV that resemble documentaries, carry testimony from statisfied users of the product, and include a toll-free number for ordering or getting further information), at-home shopping channels (televison channels that are dedicated to selling goods and services), videotext and interctive TV (the consumer´s TV set is linked with a seller´s catalog by cable or telephone lines...consumers can place orders via special keyboard devices connected to the system).

.)kiosk marketing ( kiosks are "customer-order-placing-machines" (in contrast to vending machines, which dispense actual product) placed in stores, airports, and other loactions.

Marketing in the 21st century: electronic commerce

( The e-commerce channels consists of two types – commercial channels (various companies have set up on-line information and marketing services that can be accessed by those who have signed up for the service and pay a monthly fee, e.g. AOL. These channels provide information, entertainment, shopping services, and dialogue opportunities) and the internet (the internet itself is free though  individual users need to pay an internet service provider to be hooked up to it). 

.)the online consumer ( the internet population is younger, more affluent, better educated, and more male than the general population.....buyers can get objective information for multiple brands, including costs, prices, features, and quality, without relying on the manufacturer or retailers; he can initiate requests for advertising and information from manufacturers; he can design the offerings he wants; and he can use software agents to search for and invite offers from multiple seller.

.)online marketing: advantages and disadvantages ( online services provide three major benefits to potential buyers – convenience (consumers can order products 24 hours a day wherever they are...they do not have to sit in traffic, or find a parking space), information (customers can find a lot of information about companies, products, competitors, and prices without leaving the office or home), fewer hassles (customers don´t have to face salespeople or open themselves up to persuasion and emotional factors). Online services provide a number of benefits to the marketer – quick adjustments to market conditions (companies can quickly add products to their offering and change prices and descriptions), lower costs, relationship building (online marketers can dialogue with consumers and learn from them), audience sizing (marketers can learn how many people visited their online site and how many stopped at particular places on the site....this information can help improve offers and ads). Online marketing has five great advantages– both small and large firms can afford it; there`s no real limit on advertising space, in contrast to print and broadcast media; information access and retrieval are fast, compared to overnight mail and even fax; the site can be visisted by anyone anyplace in the world, at any time; shopping can be done privately and swiftly. Internet is less useful for products that must be touched or examined in advance. 

.)conducting online marketing ( marketers can do online marketing by the following ways – creating an electronic presence on the internet (the sites take two basic forms – corporate web sites, where a company offers basic information about its history, mission and philosophy, products and services, locations, and how the customer can reach the company. Marketing web sites are designed to bring prospects and customers closer to a purchase or other marketing outcome...it might include a catalog, shopping tips, and promotional tools such as coupons, sales events, or contests); advertising online (a company can place clssified ads in special sections offered by the major commercial online services, ads can also be placed in certain internet newsgroups that are set up for commercial purposes, and a company can pay for online ads that pop up while subscribers are surfing online services/Web sites, e.g. banners); forums, nesgroups, bulletin boards, and web communities (those can be sponsored by a company...forums are discussion groups located on commercial online services – e.g. also chat rooms; newsgroups are the internet version of forums; bulletin board systems are specialized online services that center on a specific topic or group; web communities arr commercially sponsored Web sites where members congregate online and exchange views on issues of common interest); e-mail and webcasting (a company can encourage prospects and customers to send questions, suggestions, and even complaints to the company via e-mail.....customer service reps can quickly respond to these messages. However, in using e-mail as direct marketing vehicle, compnaies must take care that they get a bad reputation as a "spammer". Webcasting automatically download customized information to the recipient´s PC).

.)the promise and challenges of online marketing ( many middlemen will be disintermediated by online services...at the same time, some reintermediation will take place in the form of new online intermediaries, called infomediaries, who help consumers shop more easily and obtain lower prices. Online marketers face a number of challenges – limited consumer exposure and buying (Web users are doing more surfing than buying), skewed user demographics and psychographics (online users are more upscale and technically oriented than the general population), chaos and clutter (navigating the Web can be frustrating....a site must capture visitors´ attention within 8 seconds or lose them to another site), security (customers worry when telling their credit-card numbers at the internet, companies worry that others will invade their computers systems for espionage or sabotage purposes), ethical concerns (consumers worry about privacy, e.g because of cookies), consumer backlash (e.g rumors, bad info,...).

Chapter 22 – Managing the total marketing effort 

( This chapter deals with the administration of marketing....the goal is to examine how firms organize, implement, evaluate, and control their marketing activities. In this connection it´s first important to know how firms react to changes in the business environment – reengineering, outsourcing, benchmarking, supplier partnering (increased partnering with fewer but larger value-adding suppliers), customer partnering (working more closely with customers to add value to their operations), merging, globalizing, flattening, focusing (determining the most profitable businesses and customers and focusing on them), empowering (encouraging and empowering personnel to produce more ideas and take more initiative).

Marketing organization

.)the evolution of the marketing department ( marketing departments have evolved through the following 6 stages (companies can be found in each stage) – stage 1:simple sales department (manages a sales force and also does some selling...when the company needs marketing research or advertising, the sales vice president hires help from outside); stage 2: sales department with ancillary marketing functions (the sales vice president hires a marketing research manager and an advertising manager to handle these activities....he might also hire a marketing director to manage these and other marketing functions); stage 3: separate marketing department (at this stage, sales and marketing are seperate functions that are expected to work closely together.....this is necessary as the sales vice president normally focuses time and resources on the sales force, but at the same time the growth of the company warrant additional investment in marketing research, new-product development, advertising, and sales promotion); stage 4: modern marketing department (a department headed by a marketing and sales executive vice president with managers reporting from every marketing function, including sales management); stage 5: effective marketing company (only when all employees – and not only the marketing department - realize that their jobs are created by customers, and feel responsible for marketing does the company become an effective marketer), stage 6: process-and outcome-based company (companies are now appointing process leaders who manage cross-disciplinary teams....marketing and sales people are spending an increased percentage of their time as process team members. The marketing department is also responsible for training its marketing personnel, assigning them to new teams, and evaluating their overall performance). – Fig.22.1!

.)organizing the marketing department ( the marketing departments may be organized as 

- functional organization (functional specialists report to a marketing vice president, who coordinates their activities. The main advantage of a functional marketing organization is its administrative simplicity. However, this form loses effectiveness as products and markets increase). 

- geographic organization (here the company organizes its sales force – and sometimes other functions, including marketing – along geographical lines. The lines go from the national sales manager, over regional sales managers, zone managers, district sales managers, to the individual salespeople...sometimes area market specialists are added to support the sales efforts in high-volume, distinctive markets).

- product- or brand-management organization (a product manager supervises product category managers, who in turn supervise specific product and brand managers....makes sense if the company´s products are quite different, or if the sheer number of products is beyond the ability of a functional marketing organization to handle. It has several advantages – the product manager can concentrate on developing a cost-effective marketing mix for the product; he can react more quickly to problems in the marketplace, and the company´s smaller brands are less neglected, because they have a product advocate. It has some disadvantages too – it creates some conflicts and frustration as product managers typically not given enough authority to carry out their responsibilities effectively; product managers become experts in their product but rarely achieve functional expertise; it often turns out to be costly, as one person is appointed to manage each major product; and fragmentation of markets makes it harder to develop a national strategy from headquaters. An alternative is to switch from product managers to product teams – vertical product team, triangular product team, horizontal product team).

-  market-management organization (desirable when customers fall into different user groups with distinct buying preferences and practices, e.g. consumers, business, and government markets. Market managers are staff, not line, people with duties similar to those of product managers....they develop long-range and annual plans for their markets, and they must analyze where their market is going and what new products their company should offer to this market. This system carries many of the same advantages and disadvantages of product management systems. Many companies are reorganizing along market lines and becoming market-centered organizations).

- product-management/market-management organization (this matrix organization is ideal for companies that produce many products flowing into many markets....the disadvantage is that this system is costly and often creates conflicts).

- corporate-divisional organization (as multiproduct-multimarket companies grow, they often convert their large product or market groups into separate dividions.....the question is what marketing services and activities should be retained at corporate headquarters – no corporate marketing; moderate corporate marketing which deals with a few key functions; and strong corporate marketing).

.)marketing relations with other departments ( under the marketing concept each department needs to think customer and work together to satisfy customer needs and expectations....see p.690-692!!

.)strategies for building a companywide marketing orientation ( the following steps help becoming a market- and customer-focused company – convince the senior management team of the need to become customer focused; appoint a senior marketing officer and a marketing task force; get outside help and guidance; change the company´s reward measurement and system; hire strong marketing talent; develop strong in-house marketing training programs; install a modern marketing planning system; establish an annual marketing excellence recognition program; consider reorganizing from a product-centered to a market-centered company; shift from a department focus to a process-outcome focus.

Marketing implementation 

( Whereas strategy addresses the what and why of marketing activities, implementation addresses the who, where, when, and how. There are the following four skills for implementing marketing programs – diagnostic skills (when marketing programs do not fullfill expectations, was it poor implementation or was something else responsible for it...if it was the implementation, what went wrong); identification of company level (implementation problems can occur at either the level of marketing function, marketing program, or marketing policy); implementation skills (include allocation skills for budgeting resources, organizing skills to develop an effective organization, and interaction skills to motivate others to get things done); evaluation skills (marketers also need monitoring skills to evaluate the results of marketing actions).

Evaluation and control 

( To deal with the many surprises that occur during the implementation of marketing plans, the marketing department continously has to monitor and control marketing activities.

.)annual-plan control ( the purpose of annual-plan control is to ensure that the company achieves the sales, profits, and other goals established in its annual plan. The heart of annual-plan control is management by objectives which involves the following four steps – first, management sets monthly or quaterly goals; second, management monitors its performance in the marketplace; third, management determines the causes of serious performance deviations; fourth, management takes corrective action to close the gaps between goals and performance. There are  five tools to check on plan performance:

- sales analysis (consists of measuring and evaluating actual sales in relation to sales goals..sales-variance analysis measures the relative contribution of different factors to a gap in sales performance, and microsales analysis looks at specific products, territories, and so forth that failed to produce expected sales).

- market-share analysis (shows how well the company is performing relative to competitors. Overall market share is the company´s sales expressed as a percentage of total market sales, and served market share is the company´s sales expressed as a percentage of the total sales to its served market. A useful way to analyze market-share movements is in terms of 4 components – overall market share = customer penetration (% of all customers who buy from the company)xcustomer loyaltyxcustomer selectivity(size of the average customer purchase from the company expressed as % of the size of the average customer purchase from an average company)xprice selectivity(average price charged by the company expressed as % of the average price charged by all companies)).

- marketing expense-to-sales analysis (a company should monitor the following ratios and analyze great changes to start corrective action: force-to-sales, advertising-to-sales, salespromotion-to-sales, marketing research-to-sales, and sales administration-to-sales ratio).

- financial analysis (the expense-to-sales ratios should be analyzed in an overall financial framework to determine how and where the company is making its money....the company uses finacial analysis to identify the factors that affect the company´s rate of return on net worth).

- market-based scorecard analysis (a customer-performance scorecard records how well the company is doing on such customer based measures as new customers, dissatisfied customers, lost customers, target market awareness, target market preference, relative product quality, and relative service quality. A stakeholder-performance scorecard records how well the company is doing on with employees, suppliers, banks, distributors, retailers, and stockholders).

.)profitability control ( there are the following possibilities to measure a company´s profitability:

- marketing-profitability analysis (first, the company has to identify functional expenses such as expenses to sell the product, advertise it, pack and deliver it, and bill and collect for it; second, it has to assign functional expenses to marketing entities that means measuring how much functional expenses was associated with selling through each type of channel; third, it has to prepare a profit-and-loss statement for each marketing entity which means a profit-and-loss statement is prepared for each type of channel).

- determining corrective action (unprofitable channels must not simply be dropped, but the following questions need to be answered first – what are the trends with respect to the importance of the different channels, how good are the company marketing strategies  directed at the different channels,....).

- direct versus full costing (the issue is whether to allocate full costs or only direct and traceable costs in evaluating a marketing entity´s performance. In this connection 3 types of costs must be distinguished -direct costs are costs that can be assigned directly to the proper marketing entities, such as sales commissions in a profitability analysis of sale territories; traceable common costs are costs that can be assigned only indirectly, but on a plausible basis, to the marketing entities, such as rent; nontraceable common costs are costs whose alloctaion to the marketing entities is highly arbitrary, such as taxes, or interest. The major controversy concerns whether the nontraceable common costs should be allocated to the marketing entities...such allocation is called the full-cost approach).

.)efficiency control ( if a profitability analysis reveals that the company is earning poor profits in certain products, territories, or markets, the company examines if there are more efficient ways to manage the sales force, advertising, sales promotion, and distribution in connection with these marketing enteties. The sales force efficiency is controlled by monitoring the following key indicators – average number of calls per salesperson per day; average sales call time per contact; average cost per sales call; number of lost customers per period; number of new customers per period;.....The advertising efficiency is conrolled by analyzing the following statistics – advertising cost per thousand target buyers reached by the media vehicle; percentage of audience who noted, saw or asociated, and read most of each print ad; consumer opinions on the ad´s content and effectiveness; before and after measures of attitude toward the prduct; number of inquiries stimulated by the ad; and cost per inquiry. The sales-promotion efficiency can be controlled by watching the following statistics -  percentage of sales sold on deal; display costs per sales dollar; percentage of coupons redeemed; and number of inquiries resulting from a demonstration. The distribution efficiency is controlled by searching for distribution economies in inventory control, warehouse locations, and transportation modes.

.)strategic control ( from time to time, companies need to undertake a critical review of overall marketing goals and effectiveness. Here you can distinguish between the following instruments:

- the marketing-effectiveness review (a company´s or division´s marketing effectiveneness is reflected in the degree to which its exhibit the five major attributes of a marketing orientation – customer philosophy, integrated marketing organization, adequate marketing information, strategic orientation, and operational efficiency – see p. 707/708).

- the marketing audit (comprehensive, systematic, independent, and periodic examination of a company´s or business unit´s marketing environment, objectives, strategies, and activities with a view to determining problem areas and opportunities and recommending a plan of action to improve the company´s marketing performance. It´s important that one does not rely solely on company managers for data and opinion...also customers, dealers, and other outside groups must be interviewed – see table 22.6).

- the marketing excellence review (first the company distinguishes among poor, good, and excellent business and marketing practices, and then the managment place a check on each line as to its perception of where the business stands. The resulting profile exposes the business´s weaknesses and strengths, highlighting where the company might move to become a truly outstanding player in the marketplace). 

- ethical and social responsibility review (companies need to evaluate whether they are truly practicing ethical and socially responsible marketing......some companies adopt and disseminate a code of conduct, or code of ethics, and therefore try to build a company tradition of ethical behavior).
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