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Learning Goals

Define marketing and the marketing process.

Explain the importance of understanding
customers and identify the five core
marketplace concepts

Identify the elements of a customer-driven
marketing strategy and discuss the
marketing management orientations.
Discuss customer relationship management
and creating value for and capturing value
from customers

Describe the major trends and forces
changing the marketing landscape



What is Marketing?

Marketing Defined:

“Marketing is a social and managerial
process by which individuals and
groups obtain what they need and
want through creating and
exchanging value with others”

Marketing is about managing
profitable customer relationships

= Attracting new customers

= Retaining and growing current
customers
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The Marketing Process
A Five-Step Process

Understand the marketplace and
customer needs and wants

Design a customer-driven marketing
strategy

Construct a marketing program that
delivers superior value

Build profitable relationships and
create customer delight

Capture value from customers to
create profits and customer quality



Understanding the
Marketplace

Core Concepts | Need

= State of felt deprivation
= Example: Need food

Needs, wants, and

Marketing offers: Wants

a_r el g OI7Ters. = The form of needs as
including products, shaped by culture and
services and the individual
experlence.f ) = Example: Want a Big

Value and satisfaction Mac

Exchange, transactions Demands
and relationships = Wants which are backed

Markets by buying power



Understanding the
Marketplace

Core Concepts | marketing offer

= Combination of

Needs, wants, and products, services,
demands information or
Marketing offers: experiences that
including products, satisfy a need or
services and want
experiences = Offer may include
Value and satisfaction :ee ';"I;f:SI') ;“a ‘::t::t'esr
v 4 14
Exchange, transactions information or ideas

and relationships
Markets



Understanding the
Marketplace

Core Concepts | value

= Customers form

Needs, wants, and expectations regarding
demands value
Marketing offers: = Marketers must deliver
including products, value to consumers
services and Satisfaction
experiences = A satisfied customer will
Value and satisfaction buy again and tell others
Exchange, transactions about their good
and relationships experience

Markets



Understanding the
Marketplace

Core Concepts | exchange

= The act of obtaining a

Needs, wants, and desired object from
demands someone by offering
Marketing offers: something in return
including products, = One exchange is not the
services and goal, relationships with
experiences several exchanges are
Value and satisfaction the goal " '|
Exchange, transactions " Relationships are built

through delivering value

and relationships and satisfaction

Markets



Understanding the
Marketplace

Core Concepts | market

= Set of actual and
Needs, wants, and potential buyers of a

demands product

Marketing offers: = Marketers seek buyers
including products, that are profitable
services and
experiences

Value and satisfaction

Exchange, transactions
and relationships

Markets



Marketing Management

Marketing management is the art
and science of choosing target
markets and building profitable
relationships with them.

» This definition must include answers

to two questions:
e What customers will we serve?

e How can we serve these customers
best?



Selecting Customers and
Creating Value

Customer Management
= What customers will we serve?
= Marketers select customers that can be
served profitably

Value Proposition
= How can we serve these customers best?
= Includes the set of benefits or values a
company promises to deliver to consumers
to satisfy their needs



Marketing Orientations

e Production concept: holds that consumer will favor
products that are available and highly affordable.

e Product concept: holds that consumer will favor
products that offer the most in quality, performance, and
innovative feature.

e Selling concept: which hold that consumers will not
buy enough of the firm’s products unless it undertakes a large-
scale selling and promotion effort.

e Marketing concept: holds that achieving

organisational goals depends on knowing the needs and wants
of target market and delivering the desired satisfactions better
than competitors do.

« Societal marketing concept: deliver value to
customers in a way that maintains or improves both the
consumer’s and the society’s well-being



The Marketing Plan

Transforms the marketing strategy
into action

Includes the marketing mix and the
4P’s of marketing

= Product

= Price

= Place

= Promotion



The Marketing Mix

Product Place
Product variety Channels
Quqllty Target market Coverage
Design Assortments
Features Locations
Brand name Inventory
Packaging A i Transport
Sizes Price Promotion
Services List price Sales promotion
Warranties Discounts Advertising
Returns Allowances Sales force

Payment period Public relations

Credit terms Direct marketing




Building Customer
Relationships

CRM — Customer relationship
management

The overall process of building and
maintaining profitable customer
relationships by delivering superior
customer value and satisfaction. It
deals with all aspects of acquiring,
keeping and growing customers.



Marketing Landscape

Challenges

Digital age

Growth of the
Internet

Advancesin
telecommunications,
information,

transportatlon
Customer research and
tracking
= Product development
= Distribution
= New advertising tools

= 24/7 marketing through
the Internet



Marketing Landscape

Cha”enges Geographical and
Digital age cultural distances

obalizati have shrunk
Globalization = Greater market
Ethics and social coverage

TN = More options for
responSIblIlt;./ purchaging o
Not-for-profit manufacturing
marketing = Increased competition
. from foreign

Marketing competitors

relationships



Marketing Landscape

Challen ges Marketers need to

y take great
Z;ggall_ag :’: . responsibility for the

o_a fzatio . impact of their
Ethics and social actions
responsibility = Caring capitalism is a
Not-for-profit way to differentiate
marketing your company
Marketing

relationships



Marketing Landscape

Challenges

Digital age
Globalization
Ethics and social
responsibility
Not-for-profit
marketing

Marketing
relationships

Many organizations
are realizing the
importance of

strategic marketing
= Performing arts
= Government agencies
= Colleges
= Hospitals
= Churches



Marketing Landscape

Challen g€sS Profits through
Digital age managing long-term
Globalization customer equity

= Improve customer
Ethics and social knowledge
respon sibility = Target profitable
; customers
Not-for-profit = Keep profitable
marketing customers
Marketing

relationships
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Learning Goals

. Explain strategic planning
. Describe business portfolios and

growth strategies

. Detail marketing’s role in

strategic planning

Describe elements of customer-
driven marketing strategy

. List the marketing management

functions



What is Strategic
Planning?

Strategic Planning Defined:
= The process of developing and
maintaining a strategic fit between
the organization’s goals and
capabilities and its changing
marketing opportunities



Strategic Planning

Defining the company mission

Setting company objectives and goals

Designing the business portfolio

i | Planning marketing and other functional strategies
Business unit, product, market level




Market-Oriented Mission

A mission
statement asks..

= What is our
business?

= Who is the
customer?

= What do
consumers value?

= What should our
business be?

A mission statement
should be:

= An “invisible hand”

Neither too narrow nor
too broad

Fitting of market
environment

Based on distinctive
competencies

Motivating



aege Mission Statement
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The Business Portfolio

A business portfolio is the collection
of businesses and products that
make up the company

Business portfolio planning involves
two steps:

1. Analyzing the current business portfolio

2. Shaping the future portfolio by
developing strategies



Market Growth Rate

The BCG Growth-Share

20%- Question mark
18%-

16%-
14%-
12%-
10%-

Matrix

- Ko TN

10x 4x 2x 1.5x 1x bx 4x .3x .2x .1x
Relative Market Share



Analyzing the Current

Business Portfolio

= Build = Harvest
= Increase market » Increases short-
share term cash flow
» Good for weak

= Works well for

. cash cows
question marks d

question marks

= Hold and dogs
= Preserve market = Divest
share = Sell or liquidate
= Good for cash cow = Good for dogs and

question marks



Developing Growth
Strategies

Product/Market Expansion Grid
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Marketing’s Role
In Strategic Planning

e Provide a guiding philosophy

o Identify attractive opportunities
e Design effective strategies

e Build strong value chains

e Form superior value delivery
networks



Marketing Strategy

Strategy = Customers grouped
by:
e Geographic
1. Market ) e Demographic
Segmentation e Psychographic
2. Target marketin » Behavioral
’ g g = Market segmentis a
3. Market groups of consumers
Pasitianing who respond in

similar ways to
marketing efforts.



Marketing Strategy

Strategy = Evaluation of each
segment’s
1. Market | Sociveness
Segmentation segments with
2. Target marketing greatest long-term
profitability
3. Mar[{gt . = A company can
Positioning choose one or

several segments to
target



Marketing Strategy

Strategy = The place the
product occupies in
1. Market the consumer’s mind
- * Products are
Segmentatior positioned relative
2. Target marketing to competing
3. Market products

= Marketers look for
clear, distinctive and
desirable place Iin
positioning

Positioning



Marketing Mix

e The marketing mix includes
controllable and tactical
marketing tools knows as the 4P’s

e The 4P’s include

e Product

e Place

e Promotion
e Price



Managing the
Marketing Effort

Marketing Functions| = Finding
opportunities

o Analysis = Avoiding threats

. : * Understanding
Planning ) strengths

o Implementation = Analyzing

o Controlf weaknesses



Managing the
Marketing Effort

Marketing Functions|] - Marketing plans include:

o Executive summary
o Analysis of current

o Analysis situation
i e Objectives
e Planning « Targets and positioning
- o Marketing mix
o Implementation o Budget
e Controls

e Control/



Marketing Functions

Managing the
Marketing Effort

o Analysis

o Implementation

Planning

Control

= Plans are turned
into action with
day-to-day
activities

= Good
implementation
Is a challenge



Managing the
Marketing Effort

Marketing Functions] : Evaluation of the

results of
e Analysis marketing
] strategies
* Planning » Checks for
o Implementation differences
e Control between goals

and performance



Measuring Effectiveness

Return on marketing (marketing
ROI)

= The net return from a marketing
investment divided by the costs of
the investments
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Learning Goals

. Explain strategic planning
. Describe business portfolios and

growth strategies

. Detail marketing’s role in

strategic planning

Describe elements of customer-
driven marketing strategy

. List the marketing management

functions



The Marketing Environment

Marketing Environment:

The actors and forces outside marketing that
affect marketing management’s ability to
build and maintain successful relationships
with target customers

Microenvironment

Includes the actors close to the company
Macroenvironment

Involves larger societal forces



Microenvironment




Microenvironment

Actors = Marketing must

consider other parts
of the organization

1. The company including finance,

2. Suppliers R&D, purchasing,
3. Marketing operations and
intermediaries accounting

c = Marketing decisions
ustomers must relate to

Competitors broader company
6. Publics goals and strategies

R



Microenvironment

Actors = Marketers must

watch supply

1. The company availability and

_ pricing
2. Suppliers = Effective partnership
3. Marketing relationship
Intermediaries management with

suppliers is essential
4. Customers PP

Competitors
6. Publics

W



Microenvironment

Actors = Help to promote, sell
and distribute goods to
final buyers

1. The C(Tmp any = Include resellers,

2. Suppliers physical distribution

3. Marketing firms, marketing

intermediaries services agencies and
financial intermediaries

4. Customers = Effective partner

5. Competitors relationship

6. Publics management is

essential



Microenvironment

Actors = The five types of
customer markets
e Consumer

1. The co_mpany . Business

2. Suppliers e Reseller

3. Marketing e Government
intermediaries * International

4. Customers

5. Competitors

6. Publics



Microenvironment

Actors = Conducting

competitor analysis

1. The company Is critical for success

] of the firm
2. Suppliers = A marketer must
3. Marketing monitor its
intermediaries competitors’

offerings to create

Customers strategic advantage

Competitors
6. Publics

R



Microenvironment

Actors = A group that has an

1.
2.
3.

4.

W

actual or potential
interest in or impact

The company on an organization

; = Seven publics
supp Ile_rs include:
Marketing e Financial
intermediaries e Media
Customers e Government

e Citizen-action

Competitors e Local
Publics » General

e Internal



The Macroenvironment




Demographic Environment

Demographic Environment:

= The study of human populations in
terms of size, density, location, age,
gender, race, occupation and other
statistics



Income Distribution

Upscale Downscale

Classic Kmart :
Pewter Pooh dress jumper ~ Plastic
cup 5 $85 $14 [ \ s_cup
$56 N\ Ly $6
N | 28
)

Plush
cartoon Pooh
$15 Plastic

dish set

., g( W,
Stuffed bear v | f

by Gund i
Royal Doulton 525\ &
dish set s ;
‘4‘. . ;

Walt Disney markets two distinct Pooh bears to match its two-
tiered market.



Natural Environment

Natural Environment:

= Involves the natural resources that
are needed as inputs by marketers or
that are affected by marketing
activities

Trends

= Shortages of raw materials

= Increased pollution

= Increased government intervention



Technological Environment

= The most dramatic force shaping our
destiny

= Rapidly changing force which creates
many nhew marketing opportunities
but also turns many existing
products extinct



Political Environment

Consists of laws, government agencies
and pressure groups that influence or
limit various organizations and
individuals in a given society

= Legislation affecting businesses worldwide
has increased

= Laws protect companies, consumers and
the interests of society

= Increased emphasis on socially responsible
actions



Cause-Related Marketing

e Marketers create link between brand
and charitable organization

e Demonstrates social responsibility

e Helps build positive brand image

e Examples include General Mill's Box
Tops for Education, Tang and Mothers
Against Drunk Driving, Eddie Bauer and
local schools



Cultural Environment

Made up of institutions and other
forces that affect a society’s basic
values, perceptions, preferences
and behaviors.



Environmental Responsibility

S\ T2 ]
= f—:(“’ag-;' et .
L
L

McDonald’s has made a substantial commitment to the so-called
“green movement.”



Technological Environment

Most
dramatic
force now
shaping our
destiny.




Technological Environment

Changes rapidly.

Creates new markets
and opportunities.

Challenge is to make
practical, affordable
products.

Safety regulations
result in higher
research costs and
longer time between
conceptualization and
introduction of product.
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Learning Goals

Explain the importance of information
to the company

Define the marketing information
system

Outline the steps in the market
research process

Explain how companies analyze and
distribute information

Discuss special issues facing market
researchers



Marketing Info. System

Marketing Information System

(MIS)
= Consists of people, equipment, and
procedures to gather, sort, analyze,
evaluate, and distribute needed,
timely, and accurate information to

marketing decision makers.



Marketing Info. System

Begins and Ends with Information Users:

» Interacts with information users to assess
information

= Develops needed information from internal
and external sources

= Helps users analyze information for
marketing decisions

= Distributes the marketing information and
helps managers use it for decision making



Assessing Marketing
Information Needs

= The MIS serves company managers
as well as external partners

= The MIS must balance needs against
feasibility:
e Not all information can be obtained.

e Obtaining, processing, sorting, and
delivering information is costly



Developing Marketing
Information

o Internal data is gathered via
customer databases,

Sources of Info financial records, and

operations reports.
e Advantages include
Internal data quick/easy access to

Marketing information.
intelligence o Disadvantages stem from the

- incompleteness or
Marketing research inappropriateness of data to

a particular situation.




Developing Marketing
Information

o Marketing intelligenceis the
systlen]aug coII;Ie_c?ion a|_1|d by
analysis of publicly available

SO urces Of I n fO information about
competitors and trends in
the marketing environment.

Internal data o Competitive intelligence
. gathering activities have
Marketing grown dramatically.

e Many sources of competitive

intelligence information exist.

Marketing research



Sources of

Competitive Intelligence

Company
employees
Internet
Garbage

Published
information

Competitor’s
employees
Trade shows
Benchmarking

Channel
members and key
customers



Developing Marketing
Information

Marketing researchis the

systematic design, collection,
SO urces Of I n fO analysis, and reporting of
data relevant to a specific
marketing situation facing an
organization.

Internal data

Marketing
intelligence

Marketing research



The Marketing Research Process

1

Defining the
problem and
research
objectives

2

Developing the
research plan
for collecting

information

3

Implementing the
research plan—
collecting and
analyzing the data

A

Interpreting and
reporting
the findings




Steps in the Marketing
Research Process:

. Defining the problem and research
objectives.

. Developing the research plan for
collecting information.

. Implementing the research plan —
collecting and analyzing the data.

. Interpreting and reporting the
findings.



Step 1: Defining the problem
and research objectives

= The manager and the researcher
must work together.

= These objectives guide the entire
process.

= Exploratory, descriptive, and causal
research each fulfill different
objectives.



Defining the Problem & Objectives

Gather preliminary information

Exploratory that will help define the problem

Research and suggest hypotheses.

o Describes things (e.g., market
Descriptive potential for a product,
Research Demographics, and attitudes).

Tests hypotheses about
Causal cause-and-effect
Research relationships.




Step 2: Developing the
Research Plan

= The research plan is a written
document that outlines the type of
problem, objectives, data needed,
and the usefulness of the results.

Includes:

e Secondary data: Information collected
for another purpose that already exists.

e Primary data: Information collected for
the specific purpose at hand



Secondary Data

Secondary data sources:

= Government information

= Internal, commercial, and online databases

= Publications
Advantages:

= Obtained quickly

= Less expensive than primary data
Disadvantages:

= Information may not exist or may not be usable



Secondary Data

Evaluate the Following When
Judging Data Quality

Relevance Currency
Accuracy Impartiality



Primary Data

Primary research decisions:
= Research approaches
= Contact methods
= Sampling plan
= Research instruments



Primary Data

DeC | S | ons Observation research using

people or machines

= Discovers behavior but
not motivations.

Research Approach Survey research
Contact Method = Effective for descriptive
Sampling Plan information.

Experimental research

= Investigates cause and
effect relationships.

Research Instrument



Observational Research

The gathering of primary data by
observing relevant people, actions, and
situations.
Ethnographic research:

= Observation in “"natural environment”
Mechanical observation:

= People meters
= Checkout scanners



Observational Research

W
A 9 \\‘\\\ T
- \) =

5
»

Tqm £

Fisher-Price set up an observation lab in which it could observe the reactions of
little tots to new toys.



Survey Research

Most widely used method for
primary data collection.

Approach best suited for gathering
descriptive information.

Can gather information about
people’s knowledge, attitudes,
preferences, or buying behavior.



Experimental Research

Tries to explain cause-and-effect
relationships.

Involves:

= selecting matched groups of
subjects,

= giving different treatments,
= controlling unrelated factors, and

= checking differences in group
responses.



Primary Data

TS Key Contact Methods Include:
DeC|S|OnS = Mail surveys

= Telephone surveys
= Personal interviewing:

Research Approach  Individual or focus
Contact Method group
Sampling Plan = Online research

Research Instrument



Strengths & Weaknesses of
Contact Methods

Mail Telephone Personal Online
Flexibility Poor Good Excellent Good
Quantity of data that Good Fair Excellent Good
can be collected
Control of interviewer Excellent Fair Poor Fair
effects
Control of sample Fair Excellent Fair Poor
Speed of data collection Poor Excellent Good Excellent
Response rate Fair Good Good Good
Cost Good Fair Poor Excellent

Sowrce Adapted with permission of Macmillan Publishing Company from Marfeding Aesearcf Aoasire-
ment and Aethod, Tth ed,, by Donald 5. Tuli and Del |. Hawkins. Copyright 1993 by Macmillan Publishing
Company.




Primary Data

Decisions

Research Approach
Contact Method
Sampling Plan
Research Instrument

Sample: subgroup of population
from whom information will be
collected

Sampling Plan Decisions:
= Sampling unit
= Sample size
= Sampling procedure:
 Probability samples
e Non-probability
samples



Primary Data

= Questionnaires

P o Include open-ended
D ecClISIoNS and closeiended
questions
o Phrasing and

Research Approach uestion order are
Contact Method €y )

) = Mechanical instruments
Sampling Plan e Nielsen’s people
Research Instrument meters

o Checkout scanners
o Eye cameras



Step 3: Implementing the
Research Plan

= Data iIs collected by the company or
an outside firm

= The data is then processed and
checked for accuracy and
completeness and coded for analysis

= Finally, the data is analyzed by a
variety of statistical methods



Step 4: Interpreting and
Reporting the Findings

= The research interprets the findings,
draws conclusions and reports to
management

= Managers and researchers must
work together to interpret results for
useful decision making



Analyzing Marketing
Information

= Statistical analysis and analytical models
are often used

= Customer relationship management (CRM)
software helps manage information by
integrating customer data from all sources
within a company

= CRM software offers many benefits and can
help a firm gain a competitive advantage
when used as part of a total CRM strategy



Distributing and Using
Marketing Information

= Routine reporting makes information
available in a timely manner.

= User-friendly databases allow for
special queries.

= Intranets and extranets help
distribute information to company
employees and value-network
members.



Other Considerations

e Marketing research in small
businesses and not-for-profit
organizations

e International marketing research

e Public policy and ethics
= Consumer privacy issues
= Misuse of research findings
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Learning Goals

. Learn the consumer market and
construct model of consumer buyer
behavior

. Know the four factors that influence
buyer behavior

. Understand the types of buying
decision behavior and stages in the
process

. Comprehend the adoption and
diffusion process for new products



Definitions

e Consumer buyer behavior refers
to the buying behavior of final
consumers — individuals and
households who buy goods and
services for personal consumption

e All of these final consumers

combine to make up the consumer
market



Marketing and other stimuli
Marketing ~ Other
Product Economic
Price Technological
Place Poltical
Promotion  Cultural

Model of Buyer Behavior

Buyer’s black box
Buyer Buyer
character-

istics

decision
Process '

Buyer responses

Product choice
Brand choice
Dealer choice
Purchase timing
Purchase amount



Factors Influencing Consumer Behavior

Cultural

Culture
Subculture

Social Class

Social

Reference
Groups

Family

Roles &
Status

Personal

Age & Life-
Cycle Stage

Occupation

Economic
Situation

Lifestyle

Personality &
Self-Concept

Psycholoqical

Motivation
Perception
Learning

Beliefs &
Attitudes




Characteristics Affecting
Consumer Behavior

= Culture
e Forms a person’s wants

K ey Factors and behavior

= Subculture
o Groups with shared value
Cultural systems
= Social Class

Social e Society’s divisions who
Personal share values, interests

) and behaviors
Psychological




Culture

Social Class

Society’s relatively
permanent and
ordered divisions
whose members
share similar values,
interests, and
behaviors.

Measured by a
combination of:
occupa_tion, income,




Characteristics Affecting
Consumer Behavior

= Groups
e Membership
Key Factors * Reference
— Aspirational
e Opinion Leaders
Cultural — Buzz marketing
Social = Family

o Many influencers
= Roles and Status

Personal
Psychological



Social Factors

Membership
Reference (opinion leaders)
Aspirational

Most important consumer
buying organization

Role =Expected activities

Roles & Status =
Status Esteem given to role by society




Opinion Leaders

Marketers use buzz marketing by enlisting or even creating
opinion leaders to spread the word about their brands.



Characteristics Affecting
Consumer Behavior

Key Factors

Cultural
Social
Personal
Psychological

= Age and life cycle

= Occupation

= Economic situation
= Lifestyle

Activities, interests and
opinions

o Lifestyle segmentation

= Personality and self-concept



Personal Factors




Personal Factors




Characteristics Affecting

Consumer Behavior

Brand Personality Dimensions

e Sincerity o Excitement
e Ruggedness e Competence

e Sophistication



Characteristics Affecting
Consumer Behavior

Key Factors

Cultural
Social
Personal
Psychological

= Motivation

= Perception

= Learning

= Beliefs and attitudes



Psychological Factors
Motivation

e A motive is a need that is sufficiently
pressing to direct the person to seek
satisfaction

e Motivation research is based on Freud;

Looks for hidden and subconscious
motivation

e Maslow ordered needs based on how
pressing they are to the consumer



Maslow’s
Hierarchy
of Needs

Self-
actualization
needs
Self-development
and realization

Esteem needs
Self-esteem, recognition, status

Social needs
Sense of belonging, love

Safety needs
Security, protection

Physiological needs
Hunger, thirst



Psychological Factors
Perception

e Perception is the process by which
people select, organize, and interpret
information

e Perception Includes:

= Selective attention
e Consumers screen out information

= Selective distortion
e People interpret to support beliefs

= Selective retention
e People retain points to support attitudes



Psychological Factors
Learning

Learning describes changes in an
individual’s behavior arising from
experience

Learning occurs through:

= Drives
e Internal stimulus that calls for action

= Stimuli
e Objects that move drive to motive

= Cues
e Minor stimuli that affect response

» Reinforcement
e Feedback on action



Psychological Factors
Beliefs and Attitudes

Belief

= a descriptive thought about a brand or
service

= may be based on real knowledge, opinion,
or faith

Attitude

= describes a person’s evaluations, feelings
and tendencies toward an object or idea

= They are difficult to change



Types of Buying
Decision Behavior

Complex
= Highly involved, significant brand differences
= Example — computer
Dissonance-reducing
= Highly involved, little brand differences
= Example — carpeting
Habitual
= Low involvement, little brand differences
= Example — salt
Variety-seeking
= Low involvement, significant perceived brand
differences
= Example — cookies



The Buyer Decision
Process

P Frocess Needs can be triggered by:

= Internal stimuli
S t ag ég e Normal needs
Need recognitic?;

become strong

Information search enough to drive
Evaluation of alternatives behavior
Purchase decision = External stimuli
Postpurchase behavior e Advertisements

e Friends of friends



The Buyer Decision
Process

Process
Stages

Need recognition
Information search
Evaluation of alternatives
Purchase decision
Postpurchase behavior

Consumers exhibit
heightened attention or
actively search for
information.

Sources of information:
= Personal

= Commercial

= Public

= Experiential
Word-of-mouth



The Buyer Decision
Process

Process .

Need recagmtlg. 7 .

Information search

Evaluation of alternatives

Purchase decision .
Postpurchase behavior

Evaluation procedure depends
on the consumer and the buying
situation.

Most buyers evaluate multiple
attributes, each of which is
weighted differently.

At the end of the evaluation
stage, purchase intentions are
formed.



The Buyer Decision
Process

Process

Need recagmtlg. /

Information search
Evaluation of alternatives
Purchase decision
Postpurchase behavior

Two factors intercede
between purchase intentions
and the actual decision:

= Attitudes of others

= Unexpected situational
factors



The Buyer Decision
Process

Process

Need recagmtlg. 4

Information search
Evaluation of alternatives
Purchase decision
Postpurchase behavior

o Satisfaction is important:

= Delighted consumers
engage in positive word-
of-mouth.

= Unhappy customers tell
on average 11 other
people.

= It costs more to attract a
new customer than it
does to retain an existing
customer.

o Cognitive dissonance is
common



Buyer Decision Process for
New Products

New Products

= Good, service or idea that is
perceived by customers as new.

Stages in the Adoption Process

= Marketers should help consumers
move through these stages.



Buyer Decision Process for

New Products

Stages in the Adoption Process

Awareness Interest
Evaluation Trial

Adoption



Buyer Decision Process for
New Products

Individual Differences in Innovativeness

= Consumers can be classified into five
adopter categories, each of which behaves
differently toward new products.

Product Characteristics and Adoption

= Five product characteristics influence the
adoption rate.



Buyer Decision Process for

New Products

Product Characteristics

Relative Advantage Complexity
Compatibility Divisibility

Communicability



Buyer Decision Process for
New Products

International Consumer Behavior

= Values, attitudes and behaviors differ
greatly in other countries.

= Physical differences exist which require
changes in the marketing mix.

= Customs vary from country to country.

= Marketers must decide the degree to which
they will adapt their marketing efforts.
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Definition

Business Buyer Behavior:

= The buying behavior of organizations that buy
goods and services for use in the production of
other products and services that are sold, rented,
or supplied to others.

= Also included are retailing and wholesaling firms

that acquire goods for the purpose of reselling or
renting them to others at a profit.



Characteristics of
Business Markets

= Sales in the business market far exceed sales
in consumer markets.

= Business markets differ from consumer
markets in many ways.

e Marketing structure and demand
e Nature of the buying unit

e Types of decisions and the decision process



Model of Business Buyer
Behavior

The environment The buying organization Buyer responses
Mar.ketipg O'ther. The buying center
stimuli stimuli Product or service
choice
Buying SUbblicr choi
decician upplier choice
; rocess »
Economic P Order quantities
Product | Technological
Price Political Delivery terms and
Place Cultural times
Promotion | Competitive (Interpersonal and
individual influences) Service terms

Payment

(Organizational influences)




Business Markets

Characteristics

Marketing Structure
and Demand

Nature of the

Buying Unit

Types of Decisions and
the Decision Process

Compared to

consumer markets:

= Business markets
* have fewer but larger
customers

= Business customers
e are more
geographically
concentrated
= Demand is different
e Demand is derived
e Demand is price
inelastic

e Demand fluctuates
more



Business Markets

Characteristics

Marketing Structure
and Demand

Nature of the

Buying Unit

Types of Decisions and
the Decision Process

Compared to consumer

purchases:
= Involve more buyers in
the decision process
= More professional
purchasing effort



Business Markets

Characteristics

Marketing Structure
and Demand

Nature of the

Buying Unit

Types of Decisions and
the Decision Process

Compared to consumer
purchases

= More complex buying
decisions

= The buying process is
more formalized

= Buyers and sellers work
more closely together and
build long-term
relationships



Business Buyer Behavior

Major Types of Buying Situations
= Straight rebuy
 Reordering without modification
= Modified rebuy
 Requires modification to prior purchase
= New task
o First-time purchase



Business Buyer Behavior

Systems Selling
= Buying a packaged solution to a
problem from a single seller.

= Often a key marketing strategy for
businesses seeking to win and hold
accounts.



Business Buyer Behavior

Buying Center
= The decision-making unit of a buying
organization

= Includes all individuals and units
that participate in the decision
making



Business Buyer Behavior

Members of the Buying Center

Users Influencers
Buyers Deciders

Gatekeepers



Major Influences on
Business Buyers

Key Factors

Environmental
Organizational
Interpersonal
Individual

Economic trends
Supply conditions

Technological, political
and competitive
changes

Culture and customs



Major Influences on
Business Buyers

Key Factors

Environmental
Organizational
Interpersonal
Individual

Objectives
Policies
Procedures

Organizational
structure

Systems



Major Influences on
Business Buyers

Key Factors Influence of
T — members in the
buying center
= Authority
= Status
Interpersonal = Empathy

= Persuasiveness



Major Influences on
Business Buyers

K ey FaCtO 'S Personal characteristics of
members in the buying
center

= Age and income
= Education

= Job position

= Personality

= Risk attitudes

Individual * Buying styles



Stages in the Business
Buying Process

Stage 1: Problem Recognition
Stage 2: General Need Description

Stage 3: Product Specification
= Value analysis helps to reduce costs

Stage 4: Supplier Search
= Supplier development



Stages in the Business
Buying Process

Stage 5: Proposal Solicitation
Stage 6: Supplier Selection
Stage 7: Order-Routine
Specification

= Blanket contracts are often used for

maintenance, repair and operating
items.

Stage 8: Performance Review



Business Buying
on the Internet

= E-procurement is growing rapidly
= Online auctions and online trading
exchanges (e-marketplaces) account for
much of the online purchasing activity
= E-procurement offers many benefits:
o Access to new suppliers

e Lower purchasing costs
e Quicker order processing and delivery



Institutional and
Government Markets

Institutional Markets
= Consist of churches, schools,
prisons, hospitals, nursing homes
and other institutions that provide
goods and services to people in their
care.



Institutional and
Government Markets

Institutional Markets
= Often characterized by low budgets
and captive patrons.
= Marketers may develop separate

divisions and marketing mixes to
service institutional markets.
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Learning Goals

. Learn the three steps of target marketing,
market segmentation, target marketing, and
market positioning

. Understand the major bases for segmenting
consumer and business marketing strategy

. Know how companies identify attractive
market segments and choose target
marketing strategy

. Realize how companies position their
products for maximum competitive
advantage in the marketplace



Steps in Market Segmentation,
Targeting, and Positioning

Market segmentation

|dentify bases for
segmenting the market

Develop segment
profiles

Market targeting

Develop measure of
segment attractiveness

Select target
segments

Market positioning

Develop positioning
for target segments

Develop a marketing
mix for each segment




Steps in market segmentation,
targeting and positioning

Market Segmentation
= Identify bases for segmenting the market
= Develop segment profiles

Target Marketing

= Develop measure of segment
attractiveness

= Select target segments
Market Positioning
= Develop positioning for target segments
= Develop a marketing mix for each segment



Definition

Market Segmentation:

= Dividing a market into distinct
groups with distinct needs,
characteristics, or behavior who

might require separate products or
marketing mixes.



Segmenting Consumer
Markets

Geographical segmentation
Demographic segmentation
= Most popular segmentation

Psychographic segmentation

= Lifestyle, social class, and
personality-based segmentation

Behavioral segmentation



Market Segmentation

Geographic




Market Segmentation

Demographic

Age, gender, family size, income,
occupation, etc.

The most popular bases for
segmenting customer groups.

Easier to measure than most other
types of variables.



Market Segmentation

Age and Life-Cycle Stage
P&G has different toothpastes for
different age groups.

Avoid stereotypes in promotions.
Promote positive messages.



Age and Life-Cycle Segmentation

P&G targets kids with
Crest Kid’s Cavity
Protection toothpaste.
It's gentle on tooth
enamel and has “fun-
filled sparkles and
sparkle fun flavor just
for kids.”




Market Segmentation

Gender

Women make 90% of home
improvement decisions.

Women influence 80% of all
household consumer purchases.



Market Segmentation

Income

Identifies and targets the affluent for
luxury goods.

People with low annual incomes can be
a lucrative market.

Some manufacturers have different
grades of products for different
markets.



Market Segmentation

Psychographic




Psychographic Segmentation

When Honda
markets its Reflex
and Elite scooters,
it appeals to the
rebellious,
independent kid in
all of us.




Market Segmentation

Behavioral

Occasions:

= Special promotions and labels for
holidays.
e (e.g., Hershey Kisses)
= Special products for special

occasions.
e (e.g., Kodak disposable cameras)



Market Segmentation

Behavioral

Benefits Sought:

= Different segments desire different

benefits from products.
e (e.g., P&G’s multiple brands of laundry
detergents to satisfy different needs in
the product category)



Market Segmentation

Behavioral
User Status: Usage Rate: Loyalty Status:
= Nonusers, ex-users = Light = Brands
= Potential users = Medium = Stores
= First-time users = Heavy = Companies

= Regular users



Segmenting Business
Markets

Demographic segmentation
= Industry, company size, location

Operating variables

= Technology, usage status, customer capabilities
Purchasing approaches
Situational factors

= Urgency, specific application, size of order

Personal characteristics
= Buyer-seller similarity, attitudes toward risk, loyalty



Requirements for Effective
Segmentation

Measurable
= Size, purchasing power, and profile of segment

Accessible
= Can be reached and served

Substantial
= Large and profitable enough to serve

Differentiable
= Respond differently

Actionable
= Effective programs can be developed



Target Marketing

Target Market

= Consists of a set of buyers who share
common needs or characteristics
that the company decides to serve



Target Marketing Strategies

, : Differentiated Concentrated Micromarketing
(zgggerrf::l'(aeﬁ? ==  (segmented) == (niche) ===l (local or individual
g marketing marketing marketing)
Targeting Targeting

broadly narrowly



Target Marketing

Evaluating Market Segments
= Segment size and growth

= Segment structural attractiveness
e Level of competition
e Substitute products
e Power of buyers
e Powerful suppliers

= Company objectives and resources



Target Marketing

Selecting Target Market Segments
= Undifferentiated (mass) marketing

= Differentiated (segmented)
marketing

= Concentrated (niche) marketing
= Micromarketing (local or individual)



Choosing a Target
Marketing Strategy

Considerations include:
= Company resources
= The degree of product variability
= Product’s life-cycle stage
= Market variability
= Competitors’ marketing strategies



Target Marketing

Socially Responsible Targeting
= Some segments, especially children,
are at special risk
= Many potential abuses on the
Internet, including fraud Internet
shoppers

= Controversy occurs when the
methods used are questionable



Positioning

Positioning:
= The place the product occupies in

consumers’ minds relative to competing
products.

= Typically defined by consumers on the
basis of important attributes.

= Involves implanting the brand’s unique
benefits and differentiation in the
customer’s mind.

= Positioning maps that plot perceptions of
brands are commonly used.



Choosing a Positioning
Strategy

Differentiation can be based

Topics

Identifying possible
competitive advantages
Choosing the right
competitive advantage
Choosing a positioning
strategy

on

= Products
= Services
= Channels
= People
= Image



Market Segmentation

To D ICS « How many differences to
promote?

e - - = Unique selling
Ident|f¥||_1g possible proposition
compe:tltlve ad_vantages . Several benefits
Choosing the right e Which differences to
competitive advantage promote? Criteria include:
Choosing a positioning " Important
strategy = Distinctive

= Superior

= Communicable
= Preemptive

= Affordable

= Profitable



Market Segmentation

Topics

Identifying possible
competitive advantages
Choosing the right
competitive advantage
Choosing a positioning
strategy

Value propositions
represent the full
positioning of the brand

Possible value propositions:

More for More
More for the Same
More for Less
The Same for Less
Less for Much Less



Positioning Map of Cola Market

Well-Known Brand/Quality
» Goca-Cola™ Pepsi
* Cott Cola
* President’'s Choice
Lower
Price
7 Cola
* Private-label store brands

Unknown Erand/Quality

Higher
Price



Developing a
Positioning Statement

Positioning statements summarize
the company or brand positioning

= EXAMPLE: To (target segment and
need) our (brand) is (concept) that
(point-of-difference)



Communicating the
Positioning

Companies must be certain to
DELIVER their value propositions.

Positions must be monitored and
adapted over time.



Chapter 8

Product, Services, and
Branding Strategy

by

Dr. Paitoon Chetthamrongchai
a3. lnpsé a3 eie
paitoon9@hotmail.com
081-989-0098



Learning Goals

Understand products and the major
classifications of products and services

Learn the decisions companies make regarding
their products and services

Understand branding strategy

Identify the four characteristics that affect the
marketing of a service

Realize additional product issues



Definitions

Product

= Anything offered to a market for attention,
acquisition, use, or consumption that might satisfy a
need or want.

Service

= A form of product that consists of activities, benefits
or satisfactions offered for sale that are essentially
intangible and do not result in the ownership of
anything.



What is a Product?

Products, Services, and Experiences

= Market offerings may consist of a combination of
goods and services

= Experiences are used to differentiate offerings
Levels of Product and Services

= Core benefit, actual and augmented product
Product and Service Classifications

= Consumer products and industrial products



Levels of a Product

Installation

Packaging
Brand Features

name Core

benefit
or
service

Quality
level

Augmented product

Actual product

Core product



What is a Product?

Types of Consumer | Frequent purchases bought

with minimal buying effort

PI‘OdUCtS and little comparison
shopping
- Low price
Con VEI.IIenCE Widespread distribution
Shopping Mass promotion by producer
Specialty

Unsought



What is a Product?

Types of Consumer
Products

Convenience
Shopping
Specialty
Unsought

Less frequent purchases

More shopping effort for
comparisons.

Higher than convenience good
pricing

Selective distribution in fewer
outlets

Advertising and personal
selling



What is a Product?

Types of Consumetr | Strong brand preference and

loyalty, requires special
PI‘Od ucts purchase effort, little brand

comparisons, and low price

Convenience sensitivity
- High price
Shopping Exclusive distribution
Specialty Carefully targeted
promotions

Unsought



What is a Product?

Types of Consumer
Products

Convenience
Shopping
Specialty
Unsought

Little product awareness
and knowledge (or if
aware, sometimes negative
interest)

Pricing varies

Distribution varies
Aggressive advertising

and personal selling by
producers and resellers



Product and Service
Classifications

Consumer products

Industrial products
= Materials and parts
= Capital items
= Supplies and services



Product and Service
Classifications

Organlzatlons, persons, places, and ideas

* Organizational marketing makes use of
corporate image advertising

= Person marketing applies to political
candidates, entertainment sports figures,
and professionals

= Place marketing relates to tourism
= Social marketing promotes ideas



Product and Service
Decisions

Key Decisions Product attributes

= Quality, features, style

o and design
Individual Product Branding
Product Line Easkfgging

. abeling
Product Mix Product support

services



Product and Service
Decisions

m = Product line
Key Decisions + A group of products that
are closely related
because they may:

Individual Product * function in a similar

- e be sold to the same
Product Line customer groups,

- o be marketed through
P T Od uc t MIX the same types of
outlets

o fall within given price
ranges




Line Extensions

When it comes to salt, she's got it covered.

e

The Morton Salt girl

Let her shake things up in your kitchen

With salts and seasonings for every occasion,

she has that little something that makes a big difference.

For our entire line of salts and recipe ideas, see mortonsalt.com.

MORTON
LITE SALT

<l -

/“ﬁ/,'_

Morton sells an entire line of salts and seasonings for every occasion.



Product and Service
Decisions

Key DECiSionS Product line length

Line stretching: adding
o products that are
Individual Product higher or lower priced

Product Line tl_'lan t_hfe eX|st|n_g line
= Line filling: adding

Product Mix more items within the
present price range




Two-Way Stretch

K. oo JW MARRIOTT,
COURTYARD HOTELS & RESORTS

A\arnott

\arrioft.

,\\a?}loll
Nomsansos . HOTELS & RESORTS ~ EXECUSTAY

—_—
FAIRFIELD

INN
J\arrioft

4"’0

Re31dence

-t
SPRINGHILL

Inn

SUITES
/\ \ ' arriott
A\arrioft ®$ | M\
ownePlace
M—/

Marriott added the Renaissance Hotels line to serve the upper end of the
market and the TownePlace Suites line to serve the moderate and lower ends.



Product and Service
Decisions

Key Decisions Product mix

= Also known as product

o assortment
Individual Product = Consists of all the
. product lines and items
Product Line that a particular seller

Product Mix offers for sale



Product and Service
Decisions

Key Decisions | Product mix width:

= Number of different
product lines carried by

Individual Product company

. Product mix depth:
Product Line = Number of different

Product Mix versions of each product
in the line

Product mix consistency




Branding Strategy

Brand equity is the positive differential effect
that knowing the brand nhame has on customer
response to the product or service

One measure of equity is the extent to which
customers are willing to pay more for the brand
Brand valuation is the process of estimating the
total financial value of a brand



Branding Strategy

Brands with strong equity have many
competitive advantages:
= High consumer awareness
= Strong brand loyalty
= Helps when introducing new products
= Less susceptible to price competition



Major Brand Strategy
Decisions

Brand positioning Brand name selection

Attributes Selection
Benefits -} Protection -’
Beliefs and values

Brand sponsorship Brand development

Manufacturer's brand Line extensions

- Private brand -> Brand extensions
Licensing Multibrands
Go-branding New brands



Brand Strategy

Key DECiSionS Three levels of positioning:

= Product attributes
e Least effective

Brand Positioning :
Brand Name Selection - Beqeflts
Brand Sponsorship = Beliefs and values

Brand Development e Taps into emotions



Brand Strategy

Key Decisions

Brand Positioning
Brand Name Selection
Brand Sponsorship
Brand Development

Good Brand Names:

Suggest something about
the product or its benefits

Are easy to say, recognize
and remember

Are distinctive

Are extendable
Translate well into other
languages

Can be registered and
legally protected



Brand Strategy

Key Decisions

Brand Positioning
Brand Name Selection
Brand Sponsorship
Brand Development

Manufacturer brands

Private (store) brands

= Costly to establish and
promote

= Higher profit margins
Licensed brands
= Name and character
licensing has grown
Co-branding

= Advantages /
disadvantages



Brand Strategy

Key DQCisions Line. extensions

Minor changes to existing
products

Brand extensions

Brand Positioning
) = Successful brand names
Brand Name Selection help introduce new
Brand Sponsorship products
Brand Development Multibrands
= Multiple product entries in a
product category
New brands

= New product category



Managing Brands

Brands are known through advertising,
personal experience, word of mouth, the
Internet

Everyone in the company represents the
brand

Companies need to periodically run a
brand audit



Packaging

Designing and producing the
container or wrapper for a
product.
Developing a good package:
= Packaging concept
= Package elements

= Product safety
= Environmental concerns



Innovative Packaging

INTRODUCING THE NEW TWIST AND POUR™ PAINT CONTAINER, ONLY FROM DUTCH BOY"

THE NEAT NEW Dutch Boy

e PAINT ‘CAN' WITH A

recently came up
with a long
overdue
Innovation—paint
in plastic
containers with
twist-off caps.




Labeling

Printed information appearing on
or with the package.

Performs several functions:
= Identifies product or brand

= Describes several things about the
product

= Promotes the product through
attractive graphics



Innovative Labeling

Innovative
labeling can
help to
promote a
product.
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Learning Goals

Learn how companies find and develop
new-product ideas

Understand the steps in the new-product
development process

Know the stages of the product life cycle

Realize how marketing strategies change
during the product’s life cycle



Definition

New Product Development

= Development of original products,
product improvements, product
modifications, and new brands
through the firm’s own R & D efforts.



New-Product Development
Strategy

Strategies for Obtaining New-Product Ideas

Acquisition of: New Products:
Companies Original Products
Patents Improvements

Licenses Modifications




New Product Development
Strategy

New products can be obtained via
acquisition or development.

New products suffer from high
failure rates.

Several reasons account for failure.



Major Stages in New-

Product Development
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Stages of the New Product
Development Process

Stage 1: Idea Generation
= Internal idea sources:
eR&D

= External idea sources:

e Customers, competitors, distributors,
suppliers



Stages of the New Product
Development Process

Stage 2: Idea Screening
= Product development costs increase
substantially in later stages so poor
ideas must be dropped

= Ideas are evaluated against criteria;
most are eliminated



Stages of the New Product
Development Process

Stage 3: Concept Development and
Testing

= Concept development creates a
detailed version of the idea stated in
meaningful consumer terms.

= Concept testing asks target
consumers to evaluate product
concepts.



Stages of the New Product
Development Process

Stage 4: Marketing Strategy

Development

e The target market, product positioning,
and sales, share, and profit goals for the
first few years.

e Product price, distribution, and
marketing budget for the first year.

e Long-run sales and profit goals and the
marketing mix strategy.



Stages of the New Product
Development Process

Stage 5: Business Analysis
= Sales, cost, and profit projections

Stage 6: Product Development
= Prototype development and testing



Stages of the New Product
Development Process

Stage 7: Test Marketing
= Standard test markets
= Controlled test markets
= Simulated test markets

Stage 8: Commercialization



Product Life Cycle

Sales and Profits Over the Product’s Lifetime




Product Life-Cycle
Strategies

The Product Life Cycle (PLC) has
Five Stages
= Product Development, Introduction,
Growth, Maturity, Decline

= Not all products follow this cycle:
e Fads
o Styles
e Fashions



Product Life-Cycle
Strategies

The product life cycle concept can
be applied to a:

= Product class (soft drinks)

= Product form (diet colas)

= Brand (Diet Dr. Pepper)
e Using the PLC to forecast brand
performance or to develop marketing
strategies is problematic



Product Life-Cycle
Strategies

PLC Stages Begins when the

company develops a
Product development new-product idea

Introduction Sales are zero

Growth Investment costs are
Maturity hiah

Decline 9

Profits are negative



Product Life-Cycle
Strategies

PLC Stages

Product development
Introduction

Growth

Maturity

Decline

Low sales

High cost per customer
acquired

Negative profits
Innovators are targeted
Little competition



Marketing Strategies:
Introduction Stage

Product — Offer a basic product

Price — Use cost-plus basis to set
Distribution — Build selective distribution
Advertising — Build awareness among
early adopters and dealers/resellers
Sales Promotion — Heavy expenditures to
create trial



Product Life-Cycle
Strategies

PLC Stages

Product development
Introduction

Growth

Maturity

Decline

Rapidly rising sales
Average cost per
customer

Rising profits

Early adopters are
targeted

Growing competition



Marketing Strategies:
Growth Stage

Product — Offer product extensions,
service, warranty

Price — Penetration pricing

Distribution — Build intensive distribution
Advertising — Build awareness and
interest in the mass market

Sales Promotion — Reduce expenditures
to take advantage of consumer demand



Product Life-Cycle

Strategies
PLC Stages Sales peak
Low cost per customer
Product development High profits
Introduction Middle majority are
Growth targeted
Maturity Competition begins to

Decline

decline



Marketing Strategies:
Maturity Stage

Product — Diversify brand and models
Price — Set to match or beat competition
Distribution — Build more intensive
distribution

Advertising — Stress brand differences
and benefits

Sales Promotion — Increase to encourage
brand switching



Product Life-Cycle
Strategies

PLC Stages

Product development
Introduction

Growth

Maturity

Decline

Declining sales

Low cost per customer
Declining profits
Laggards are targeted
Declining competition



Marketing Strategies:
Decline Stage

Product — Phase out weak items
Price — Cut price

Distribution — Use selective distribution:
phase out unprofitable outlets

Advertising — Reduce to level needed to
retain hard-core loyalists

Sales Promotion — Reduce to minimal
level
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Definition

Marketing Communications Mix

= The specific mix of advertising,
personal selling, sales promotion,
and public relations a company uses
to pursue its advertising and
marketing objectives.



mmmJmsumms?mmsmﬁﬂam (Marketing Communication)
mﬁaam‘smﬁﬂam (Marketlng Communlcatlon) ﬁiJ”IEJiN
NIZUIUNTNNATUMSAANDTOTITNNMIADA T2 mnma ATRE
uaz@Lﬂmmaﬂuﬂﬁzmumw@ weflumslidoua snyale Wienen
94 d' oy} a Y] J d' gz Y A A A 1
GUNOINVHAAN UNUAZATIBY D TN IHINABN S WanoNs
wasulasnude NAuad ANUIEN LAz NYANTTNVDY
! Y
nauivune
v & A KR I 9
auiumImageasmIaaa 3udumslssauanuve gy
9 A Y S A 9 9 '
Tunmsneemlsanuneainedssa iouadoyaazale tioane
a A ' A A ! 3 A
duAwaz UIMIvsedudiuaNuAamsgemsmsnaa dodlunii
WisveImsaaa iemsaanadeasnunguihvine Tasuas
< | A v Aa o Jd 1
919921 UINATNINUNAANUMN 5191 HTBAUNA N TUFDINIINS

QU

o 1 3 ¢
adviuen 18



Integrated Marketing
Communications

The Marketing Communications
Environment is Changing:
= Mass markets have fragmented, causing
marketers to shift away from mass
marketing to target marketing
= Improvements in information technology
are facilitating segmentation
= Media fragmentation has occurred with
companies doing less broadcasting and
more narrowcasting
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Integrated Marketing

Communication

Carefully blended mix of promotion tools

m

Advertising Personal
selling

Consistent, clear, and
=== compelling company

and brand messages

Sales Public
promotion relations
Direct

marketing



Integrated Marketing
Communications

The Need for Integrated Marketing
Communications

= Conflicting messages from different
sources or promotional approaches can

confuse company or brand images
e The problem is particularly prevalent when
functional specialists handle individual forms of
marketing communications independently



Integrated Marketing
Communications

The Need for Integrated Marketing
Communications
= The Internet must be integrated into
the broader IMC mix

= Best bet is to wed traditional
branding efforts with the
interactivity and service capabilities
of online communications
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Developing Effective
Communication

Step 1: Identifying the Target Audience

= Affects decisions related to what, how,
when, and where message will be said,
as well as who will say it

Step 2: Determining Communication
Objectives
= Six buyer readiness stages



Developing Effective
Communication

Step 3: Designing a Message
= AIDA framework guides message design

= Message content contains appeals or

themes designed to produce desired results
e Rational appeals
 Emotional appeals
— Love, pride, joy, humor, fear, guilt, shame
e Moral appeals



Developing Effective
Communication

Step 3: Desighing a Message
= Message Structure: Key decisions are

required with respect to three message

structure issues:
e Whether or not to draw a conclusion
e One-sided vs. two-sided argument
e Order of argument presentation
= Message Format: Design, layout, copy,
color, shape, movement, words, sounds,

voice, body language, dress, etc.



Developing Effective
Communication

Step 4: Choosing Media

= Personal communication channels
e Includes face-to-face, phone, mail, and Internet
chat communications
e Word-of-mouth influence is often critical
 Buzz marketing cultivates opinion leaders

= Nonpersonal communication channels
o Includes media, atmosphere, and events



Developing Effective
Communication

Step 5: Selecting the Message Source
= Highly credible sources are more
persuasive
= A poor spokesperson can tarnish a brand

Step 6: Collecting Feedback

= Recognition, recall, and behavioral
measures are assessed

= May suggest changes in
product/promotion



Setting the Promotional
Budget and Mix

Promotion Tools

Advertising
Personal Selling
Sales Promotion
Public Relations
Direct Marketing

Reaches large, geographically
dispersed audiences, often
with high frequency

Low cost per exposure, though
overall costs are high
Consumers perceive advertised
goods as more legitimate
Dramatizes company/brand
Builds brand image; may
stimulate short-term sales
Impersonal; one-way
communication



Setting the Promotional
Budget and Mix

Promotion Tools

Advertising
Personal Selling
Sales Promotion
Public Relations
Direct Marketing

Most effective tool for
building buyers’ preferences,
convictions, and actions
Personal interaction allows
for feedback and
adjustments

Relationship oriented
Buyers are more attentive
Sales force represents a
long-term commitment
Most expensive of the
promotional tools



Setting the Promotional
Budget and Mix

Promotion Tools

Advertising
Personal Selling
Sales Promotion
Public Relations
Direct Marketing

Makes use of a variety of
formats: premiumes,
coupons, contests, etc.
Attracts attention, offers
strong purchase incentives,
dramatizes offers, boosts
sagging sales

Stimulates quick response
Short lived

Not effective at building
long-term brand preferences



Setting the Promotional
Budget and Mix

Promotion Tools

Advertising
Personal Selling
Sales Promotion
Public Relations
Direct Marketing

Highly credible

Many forms: news stories,
news features, events and
sponsorships, etc.
Reaches many prospects
missed via other forms of
promotion

Dramatizes company or
benefits

Often the most underused
element in the promotional mix



Setting the Promotional
Budget and Mix

Promotion Tools

Advertising
Personal Selling
Sales Promotion
Public Relations
Direct Marketing

Many forms: Telephone
marketing, direct mail, online
marketing, etc.

Four distinctive characteristics:
= Nonpublic
= Immediate
= Customized
= Interactive

Well-suited to highly targeted
marketing efforts
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Social Criticisms of
Marketing

Marketing’s Impact on Individual
Consumers
= High Prices
e High costs of distribution

e High advertising and promotion costs
o Excessive markups



Social Criticisms of
Marketing

Marketing’s Impact on Individual
Consumers
= Deceptive Practices
e Pricing
e Promotion
e Packaging
= High-Pressure Selling



Social Criticisms of
Marketing

Marketing’s Impact on Individual
Consumers

= Shoddy or unsafe products

= Planned obsolescence

= Poor service to disadvantaged
consumers



Social Criticisms of
Marketing

Marketing’s Impact on Society as a

Whole

= False wants and too much
materialism

= Too few social goods
= Cultural pollution
= Too much political power



Social Criticisms of
Marketing

Marketing’s Impact on Other
Businesses
= Acquisitions of competitors
= Marketing practices that create
barriers to entry
= Unfair competitive marketing
practices



