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The future is not ahead The future is not ahead 
of us.  It has already of us.  It has already 
happened.  happened.  

Kotler on 
Marketing
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happened.  happened.  
Unfortunately, it is Unfortunately, it is 
unequally distributed unequally distributed 
among companies, among companies, 
industries and nations.industries and nations.



Chapter Objectives

�� In this chapter we will address the following In this chapter we will address the following 
questions:questions:
�� What is the new economy like?What is the new economy like?
�� What are the tasks of marketing?What are the tasks of marketing?
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�� What are the tasks of marketing?What are the tasks of marketing?
�� What are the major concepts and tools of What are the major concepts and tools of 

marketing?marketing?
�� What orientations do companies exhibit in the What orientations do companies exhibit in the 

marketplace?marketplace?
�� How are companies and marketers responding to How are companies and marketers responding to 

the new challenges?the new challenges?



The New Economy
�� Substantial increase in buying powerSubstantial increase in buying power
�� A greater variety of goods and servicesA greater variety of goods and services
�� A greater amount of information about A greater amount of information about 

practically anythingpractically anything
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practically anythingpractically anything
�� A greater ease in interacting and placing A greater ease in interacting and placing 

and receiving ordersand receiving orders
�� An ability to compare notes on products An ability to compare notes on products 

and servicesand services



The New Economy
�� Websites can provide companies with Websites can provide companies with 

powerful new information and sales powerful new information and sales 
channels.channels.

�� Companies can collect fuller and richer Companies can collect fuller and richer 
information about markets, customers, information about markets, customers, 
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information about markets, customers, information about markets, customers, 
prospects and competitors.prospects and competitors.

�� Companies can facilitate and speed up Companies can facilitate and speed up 
communications among employees.communications among employees.

�� Companies can have 2Companies can have 2--way way 
communication with customers and communication with customers and 
prospectsprospects



The New Economy
�� Companies can send ads, coupons, Companies can send ads, coupons, 

samples,  information to targeted samples,  information to targeted 
customers.customers.

�� Companies can customize offerings and Companies can customize offerings and 
services to individual customers.services to individual customers.
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services to individual customers.services to individual customers.
�� The Internet can be used as a The Internet can be used as a 

communication channel for purchasing, communication channel for purchasing, 
training, and recruiting.training, and recruiting.

�� Companies can improve logistics and Companies can improve logistics and 
operations for cost savings while operations for cost savings while 
improving accuracy and service quality.improving accuracy and service quality.



The three major challenges faced by The three major challenges faced by 
businesses today are globalization, businesses today are globalization, 
advances in technology, and deregulation. advances in technology, and deregulation. 
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advances in technology, and deregulation. advances in technology, and deregulation. 
Which of these affords the greatest Which of these affords the greatest 
opportunity for opportunity for established established businesses? businesses? 
Which affords the greatest Which affords the greatest 
opportunities for opportunities for newnew
businesses? Why?businesses? Why?



Marketing Task
�� Ten rules of radical marketingTen rules of radical marketing

�� The CEO must own the marketing function.The CEO must own the marketing function.

�� Make sure the marketing department starts Make sure the marketing department starts 
small and flat and stays small and flat.small and flat and stays small and flat.
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�� Get face to face with the people who matter Get face to face with the people who matter 
most most –– the customers.the customers.

�� Use market research cautiously.Use market research cautiously.

�� Hire only passionate missionaries.Hire only passionate missionaries.



Marketing Task
�� Love and respect your customers.Love and respect your customers.
�� Create a community of consumers.Create a community of consumers.
�� Rethink the marketing mix.Rethink the marketing mix.
�� Celebrate common sense.Celebrate common sense.
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�� Be true to the brand.Be true to the brand.

�� Three stages of marketing practiceThree stages of marketing practice
�� Entrepreneurial MarketingEntrepreneurial Marketing
�� Formulated MarketingFormulated Marketing
�� Intrepreneurial MarketingIntrepreneurial Marketing



The Scope of Marketing

�� Marketing: typically seen as the Marketing: typically seen as the 
task of creating, promoting, and task of creating, promoting, and 
delivering goods and services to delivering goods and services to 
consumers and businesses.consumers and businesses.
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consumers and businesses.consumers and businesses.



Table 1.1
Demand 
States and 
Marketing 
Tasks

1. Negative 1. Negative 
demanddemand

A major part of the market dislikes the A major part of the market dislikes the 
product and may even pay a price to product and may even pay a price to 
avoid itavoid it——vaccinations, dental work, vaccinations, dental work, 
vasectomies, and gallbladder vasectomies, and gallbladder 
operations, for instance. Employers have operations, for instance. Employers have 
a negative demand for exa negative demand for ex--convicts and convicts and 
alcoholics as employees. The marketing alcoholics as employees. The marketing 
task is to analyze why the market task is to analyze why the market 
dislikes the product and whether a dislikes the product and whether a 
marketing program consisting of marketing program consisting of 
product redesign, lower prices, and product redesign, lower prices, and 
more positive promotion can change more positive promotion can change 
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more positive promotion can change more positive promotion can change 
beliefs and attitudes.beliefs and attitudes.

2. No demand2. No demand Target consumers may be unaware of or Target consumers may be unaware of or 
uninterested in the product. Farmers uninterested in the product. Farmers 
may not be interested in a new farming may not be interested in a new farming 
method, and college students may not method, and college students may not 
be interested in foreignbe interested in foreign--language language 
courses. The marketing task is to find courses. The marketing task is to find 
ways to connect the benefits of the ways to connect the benefits of the 
product with people’s natural needs and product with people’s natural needs and 
interests.interests.

See text for complete table



Can you name a category of Can you name a category of 
products for which your negative products for which your negative 
feelings have softened?  feelings have softened?  
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feelings have softened?  feelings have softened?  
What precipitated What precipitated 
this change?this change?



The Scope of Marketing

�� PlacesPlaces
�� PropertiesProperties
�� OrganizationsOrganizations

�� GoodsGoods
�� ServicesServices
�� ExperiencesExperiences
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�� OrganizationsOrganizations
�� InformationInformation
�� IdeasIdeas

�� ExperiencesExperiences
�� EventsEvents
�� PersonsPersons



The Decisions
Marketers Make
�� Consumer MarketsConsumer Markets
�� Business MarketsBusiness Markets
�� Global MarketsGlobal Markets
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�� Global MarketsGlobal Markets
�� Nonprofit and Nonprofit and 

Governmental MarketsGovernmental Markets



Marketing Concepts
and Tools

�� Defining MarketingDefining Marketing
�� MarketingMarketing
�� Marketing managementMarketing management
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�� Marketing managementMarketing management

�� Core Marketing ConceptsCore Marketing Concepts
�� Target Markets and Target Markets and 

SegmentationSegmentation



Figure 1-1:  A Simple Marketing System
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Marketing Concepts
and Tools

�� Marketplace, Marketplace, 
Marketspace, Marketspace, 
and and 
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and and 
MetamarketMetamarket



Marketing Concepts
and Tools

�� Marketers and ProspectsMarketers and Prospects
�� Needs, Wants, and DemandsNeeds, Wants, and Demands
�� Product, Offering, and BrandProduct, Offering, and Brand
�� Value and SatisfactionValue and Satisfaction
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�� Value and SatisfactionValue and Satisfaction
�� Customer value triadCustomer value triad
�� ValueValue

Value = Benefits / Costs =Value = Benefits / Costs =
(Functional benefits + Emotional benefits) / (Functional benefits + Emotional benefits) / 
(Monetary costs + Time costs + Energy costs + (Monetary costs + Time costs + Energy costs + 

Psychic costs)Psychic costs)



Marketing Concepts
and Tools

�� Exchange and TransactionsExchange and Transactions
�� ExchangeExchange
�� TransactionTransaction
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�� TransactionTransaction
�� BarterBarter
�� TransferTransfer
�� Behavioral responseBehavioral response



Marketing Concepts
and Tools

�� Relationships and NetworksRelationships and Networks
�� Relationship marketingRelationship marketing
�� Marketing networkMarketing network
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�� Marketing networkMarketing network

�� Marketing ChannelsMarketing Channels

�� Supply ChainSupply Chain

�� CompetitionCompetition



Marketing Concepts
and Tools

�� Brand competitionBrand competition
�� Industry competitionIndustry competition
�� Form competitionForm competition
�� Generic competitionGeneric competition
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�� Generic competitionGeneric competition

�� Marketing environmentMarketing environment
�� Task environmentTask environment
�� Broad environmentBroad environment

�� Marketing ProgramMarketing Program
�� Marketing programMarketing program
�� Marketing mixMarketing mix



Company Orientations 
Toward the Marketplace

�� Production ConceptProduction Concept
�� Product conceptProduct concept
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�� Selling ConceptSelling Concept
�� Marketing ConceptMarketing Concept



Company Orientations 
Toward the Marketplace

�� Target MarketTarget Market

�� Customer NeedsCustomer Needs
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�� Stated needsStated needs
�� Real needsReal needs
�� Unstated needsUnstated needs
�� Delight needsDelight needs
�� Secret needsSecret needs



Company Orientations 
Toward the Marketplace

�� Integrated MarketingIntegrated Marketing
�� External marketingExternal marketing
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�� Internal marketingInternal marketing



Company Orientations 
Toward the Marketplace

�� ProfitabilityProfitability
�� Sales declineSales decline
�� Slow growthSlow growth
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�� Slow growthSlow growth
�� Changing buying patternsChanging buying patterns
�� Increasing competitionIncreasing competition
�� Increasing marketing Increasing marketing 

expendituresexpenditures



Company Orientations 
Toward the Marketplace

�� Societal Marketing ConceptSocietal Marketing Concept
�� CauseCause--related marketingrelated marketing
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Can you identify the trends that have Can you identify the trends that have 
made the marketing concept, the made the marketing concept, the 
customer concept, and the societal customer concept, and the societal 
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customer concept, and the societal customer concept, and the societal 
marketing concept more attractive marketing concept more attractive 
models for contemporary models for contemporary 
marketing managers?marketing managers?



How Business and 
Marketing are Changing

�� CustomersCustomers

�� Brand manufacturersBrand manufacturers
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�� StoreStore--based retailersbased retailers



How Business and 
Marketing are Changing

�� Company responses and adjustmentsCompany responses and adjustments
�� ReengineeringReengineering

�� OutsourcingOutsourcing

�� PartnerPartner--supplierssuppliers

�� MarketMarket --centeredcentered
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�� OutsourcingOutsourcing

�� EE--commercecommerce

�� BenchmarkingBenchmarking

�� AlliancesAlliances

�� MarketMarket --centeredcentered

�� Global and localGlobal and local

�� DecentralizedDecentralized



How Business and 
Marketing are Changing

�� Marketer Responses Marketer Responses 
and Adjustmentsand Adjustments
�� Customer relationship Customer relationship 

marketingmarketing
�� Integrated marketing Integrated marketing 

communicationscommunications
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marketingmarketing
�� Customer lifetime valueCustomer lifetime value
�� Customer shareCustomer share
�� Target marketingTarget marketing
�� CustomizationCustomization
�� Customer databaseCustomer database

communicationscommunications
�� Channels as partnersChannels as partners
�� Every employee a Every employee a 

marketermarketer
�� ModelModel--based decision based decision 

makingmaking



Chapter 2  Chapter 2  
Adapting Marketing To The Adapting Marketing To The 
New EconomyNew Economy
byby
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The Internet will The Internet will 
create new winners create new winners 
and bury the and bury the 

Kotler on 
Marketing

www.bookfiesta4u.com

1-33

and bury the and bury the 
laggards.laggards.



Chapter Objectives
�� In this chapter, we will address the In this chapter, we will address the 

following questions:following questions:
�� What are the major forces driving the New What are the major forces driving the New 

Economy?Economy?
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Economy?Economy?
�� How are business and marketing practices How are business and marketing practices 

changing as a result of the New Economy?changing as a result of the New Economy?
�� How are marketers using the Internet, How are marketers using the Internet, 

customer databases, and customer customer databases, and customer 
relationship management in the New relationship management in the New 
Economy?Economy?



Adapting Marketing to the 
New Economy

�� Major Drivers of the New EconomyMajor Drivers of the New Economy
�� Digitization and ConnectivityDigitization and Connectivity

�� Disintermediation and Disintermediation and 
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�� Disintermediation and Disintermediation and 
ReintermediationReintermediation

�� Customization and Customization and 
CustomerizationCustomerization



Procter & Gamble’s Reflect.com site allows customer s Procter & Gamble’s Reflect.com site allows customer s 
to design their own beauty productsto design their own beauty products
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Adapting Marketing to the 
New Economy

�� Industry ConvergenceIndustry Convergence

�� How Business Practices are ChangingHow Business Practices are Changing
�� Organize by product units to organize by Organize by product units to organize by 

customer segmentscustomer segments

www.bookfiesta4u.com

1-37

customer segmentscustomer segments

�� Shift focus from profitable transactions to Shift focus from profitable transactions to 
customer lifetime valuecustomer lifetime value

�� Shift focus from financial scorecard to also Shift focus from financial scorecard to also 
focusing on the marketing scorecardfocusing on the marketing scorecard

�� Shift focus from shareholders to stakeholdersShift focus from shareholders to stakeholders



Table 2-1: Old Economy vs. New Economy

Old EconomyOld Economy New EconomyNew Economy

Organize by product unitsOrganize by product units
Focus on profitable transactionsFocus on profitable transactions
Look primarily at financial Look primarily at financial 
scorecardscorecard
Focus on shareholdersFocus on shareholders

Organize by customer segmentsOrganize by customer segments
Focus on customer lifetime valueFocus on customer lifetime value
Look also at marketing scorecardLook also at marketing scorecard
Focus on stakeholdersFocus on stakeholders
Everyone does the marketingEveryone does the marketing
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Marketing does the marketingMarketing does the marketing
Build brands through advertisingBuild brands through advertising
Focus on customer acquisitionFocus on customer acquisition
No customer satisfaction No customer satisfaction 
measurementmeasurement
Overpromise, underdeliverOverpromise, underdeliver

Everyone does the marketingEveryone does the marketing
Build brands through behaviorBuild brands through behavior
Focus on customer retention and Focus on customer retention and 
growthgrowth
Measure customer satisfaction and Measure customer satisfaction and 
retention rateretention rate
Underpromise, overdeliverUnderpromise, overdeliver



Adapting Marketing to the 
New Economy

�� Everyone does the marketingEveryone does the marketing
�� Build brands through performance, Build brands through performance, 

not just advertisingnot just advertising
�� Customer retention rather Customer retention rather 
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�� Customer retention rather Customer retention rather 
than customer acquisitionthan customer acquisition

�� From none to inFrom none to in--depth customer depth customer 
satisfaction measurementsatisfaction measurement

�� From overFrom over--promise, underpromise, under--deliver to deliver to 
underunder--promise, overpromise, over--deliverdeliver

�� The New HybridThe New Hybrid



�� How Marketing Practices How Marketing Practices 
are Changing: Eare Changing: E--BusinessBusiness
�� EE--businessbusiness

Adapting Marketing to the 
New Economy
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�� EE--businessbusiness
�� EE--commercecommerce
�� EE--purchasingpurchasing
�� EE--marketingmarketing

�� Internet Domains: B2C Internet Domains: B2C 
(Business to Customer)(Business to Customer)



Customers can shop online at Calyx and Corolla or Customers can shop online at Calyx and Corolla or 
ask for a catalog and shop by phoneask for a catalog and shop by phone
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Adapting Marketing to the 
New Economy

�� Internet Domains: B2B Internet Domains: B2B 
(Business to Business)(Business to Business)
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Figure 2-1: 
The Supplier-
Customer 
Relationship: 
Traditional and 
New Economy 
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New Economy 
Structures



www.transora.com: global online marketplace for www.transora.com: global online marketplace for 
the consumer packaged goods industrythe consumer packaged goods industry
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Adapting Marketing to the 
New Economy

�� Internet Domains: C2C Internet Domains: C2C 
(Consumer to Consumer)(Consumer to Consumer)

�� Internet Domains: C2B Internet Domains: C2B 
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�� Internet Domains: C2B Internet Domains: C2B 
(Customer to Business)(Customer to Business)

�� Pure Click vs. Brick and Pure Click vs. Brick and 
Click CompaniesClick Companies
�� PurePure--click companiesclick companies



CarPoint, leading metamediary for car buying, is a pure CarPoint, leading metamediary for car buying, is a pure 
click company: It exists only on the Web.click company: It exists only on the Web.
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Adapting Marketing to the 
New Economy

�� Brick and Click companiesBrick and Click companies
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Which is more important for Which is more important for 
developing an edeveloping an e--presence: the agility presence: the agility 
of a pure click company, or the well of a pure click company, or the well 
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of a pure click company, or the well of a pure click company, or the well 
defined and readily identifiable defined and readily identifiable 
resources of a traditional resources of a traditional 
brick and mortar brick and mortar 
company?company?



Adapting Marketing to the 
New Economy

�� How Marketing Practices are Changing: How Marketing Practices are Changing: 
Setting Up Web SitesSetting Up Web Sites
�� Designing an Attractive WebsiteDesigning an Attractive Website

�� Seven elements of effective sitesSeven elements of effective sites
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�� Seven elements of effective sitesSeven elements of effective sites
�� ContextContext
�� ContentContent
�� CommunityCommunity
�� CustomizationCustomization
�� CommunicationCommunication
�� ConnectionConnection
�� CommerceCommerce



Would you be willing to give up one or Would you be willing to give up one or 
more of the seven elements of an effective more of the seven elements of an effective 
web site in order to speed the deployment web site in order to speed the deployment 
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of a new company eof a new company e--commerce site? commerce site? 
What would the expected tradeWhat would the expected trade--offs be offs be 
between an effective site between an effective site 
and an early web and an early web 
presence?presence?



Attracting and Keeping VisitorsAttracting and Keeping Visitors
How can we get more prospects to know and visit our site?How can we get more prospects to know and visit our site?
How can we use marketing to spread wordHow can we use marketing to spread word--ofof--mouth?mouth?
How can we convert visitors into repeaters?How can we convert visitors into repeaters?
How do we make our site more experiential and real?How do we make our site more experiential and real?
How can we build a strong relationship with our customers?How can we build a strong relationship with our customers?
How can we build a customer community?How can we build a customer community?
How can we capture and exploit customer data for upHow can we capture and exploit customer data for up--selling selling 

Table 2Table 2--2: 2: 
Setting Setting 
Up a Up a 
DotDot--com com 
PresencePresence
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How can we capture and exploit customer data for upHow can we capture and exploit customer data for up--selling selling 
and crossand cross--selling?selling?
How much should we spend on building and marketing our How much should we spend on building and marketing our 
site?site?
Advertising on the InternetAdvertising on the Internet
What are the various ways that we can advertise on the What are the various ways that we can advertise on the 
Internet?Internet?
How do we choose the right sites for placing our ads or How do we choose the right sites for placing our ads or 
sponsorship?sponsorship?

See text for complete table



Adapting Marketing to the 
New Economy

��Context factorsContext factors

��Content factorsContent factors
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��Content factorsContent factors

��Getting feedbackGetting feedback



Adapting Marketing to the 
New Economy

�� Placing Ads and Promotions OnlinePlacing Ads and Promotions Online
�� Banner adsBanner ads
�� SponsorshipsSponsorships
�� MicrositeMicrosite

www.bookfiesta4u.com

1-53

�� MicrositeMicrosite
�� InterstitialsInterstitials
�� Browser adsBrowser ads
�� Alliances and affiliate Alliances and affiliate 

programsprograms
�� PushPush



Infogate.com “pushes” targeted content and ads to t hose Infogate.com “pushes” targeted content and ads to t hose 
who are interested in a product or product categorywho are interested in a product or product category

www.bookfiesta4u.com

1-54



Adapting Marketing to the 
New Economy

�� Building a Revenue and Profit ModelBuilding a Revenue and Profit Model
�� Advertising incomeAdvertising income
�� Sponsorship incomeSponsorship income
�� Membership and Membership and 

subscriptionssubscriptions
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�� Membership and Membership and 
subscriptionssubscriptions

�� Profile incomeProfile income
�� Product and service Product and service 

salessales
�� Transaction commission Transaction commission 

and feesand fees
�� Market research/informationMarket research/information
�� Referral incomeReferral income



Adapting Marketing to the 
New Economy

�� How Marketing Practices are Changing: How Marketing Practices are Changing: 
Customer Relationship MarketingCustomer Relationship Marketing
�� Reduce rate of customer defectionReduce rate of customer defection

Increase longevity of Increase longevity of 
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�� Increase longevity of Increase longevity of 
customer relationshipcustomer relationship

�� Enhance growth potential Enhance growth potential 
through crossthrough cross--selling and upselling and up--sellingselling

�� Make low profit customers more profitable Make low profit customers more profitable 
or terminate themor terminate them



Adapting Marketing to the 
New Economy

�� Focus disproportionate effort Focus disproportionate effort 
on high value customerson high value customers
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Table 2-3:  Mass Marketing vs.
One-to-One Marketing

Mass MarketingMass Marketing OneOne--toto--One MarketingOne Marketing

Average customerAverage customer
Customer anonymityCustomer anonymity
Standard productStandard product
Mass productionMass production
Mass distributionMass distribution

Individual customerIndividual customer
Customer profileCustomer profile
Customized market Customized market 
offeringoffering
Customized productionCustomized production
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Mass distributionMass distribution
Mass advertisingMass advertising
Mass promotionMass promotion
OneOne--way messageway message
Economies of scaleEconomies of scale
Share of marketShare of market
All customersAll customers
Customer attractionCustomer attraction

Individualized distributionIndividualized distribution
Individualized messageIndividualized message
Individualized incentivesIndividualized incentives
TwoTwo--way messagesway messages
Economies of scopeEconomies of scope
Share of customerShare of customer
Profitable customersProfitable customers
Customer retentionCustomer retention



Adapting Marketing to the 
New Economy

�� Four steps for OneFour steps for One--toto--One MarketingOne Marketing
�� Don’t go after everyone, Don’t go after everyone, 

identify prospects.identify prospects.
�� Define customers by their needs Define customers by their needs 
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�� Define customers by their needs Define customers by their needs 
and their value to the company.and their value to the company.

�� Individual interaction with customers Individual interaction with customers 
builds stronger relationships.builds stronger relationships.

�� Customize messages, services, and Customize messages, services, and 
products for each customer.products for each customer.



Adapting Marketing to the 
New Economy

�� Customer Databases and Customer Databases and 
Database MarketingDatabase Marketing
�� Customer mailing listCustomer mailing list
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�� Customer mailing listCustomer mailing list
�� Business databaseBusiness database



�� Data Warehouses and Data MiningData Warehouses and Data Mining
�� Using the databaseUsing the database

�� To identify prospectsTo identify prospects
�� To determine target marketTo determine target market

Adapting Marketing to the 
New Economy
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�� To determine target marketTo determine target market
�� To deepen customer loyaltyTo deepen customer loyalty
�� To reactivate customer To reactivate customer 

purchasespurchases
�� To avoid serious customer To avoid serious customer 

mistakesmistakes
�� The Downside of Database The Downside of Database 

MarketingMarketing



Chapter 3Chapter 3
Building Customer Building Customer 
Satisfaction, Value, and Satisfaction, Value, and 
RetentionRetention
byby
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It is no longer It is no longer 
enough to satisfy enough to satisfy 
customers. You must customers. You must 

Kotler on 
Marketing
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customers. You must customers. You must 
delight them.delight them.



Chapter Objectives
�� In this chapter, we will address the In this chapter, we will address the 

following questions:following questions:
�� What are customer value and satisfaction, What are customer value and satisfaction, 

and how can companies deliver them?and how can companies deliver them?
�� What makes a highWhat makes a high--performance business?performance business?
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�� What makes a highWhat makes a high--performance business?performance business?
�� How can companies both attract How can companies both attract 

and retain customers?and retain customers?
�� How can companies improve both customer How can companies improve both customer 

and company profitability?and company profitability?
�� How can companies deliver total quality?How can companies deliver total quality?



Defining Customer Value 
and Satisfaction

�� Customer Perceived Value (CPV)Customer Perceived Value (CPV)
�� Total customer valueTotal customer value
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�� Total customer costTotal customer cost



Figure 3-1:  
Determinants 
of Customer 
Delivered 
Value
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Value



�� Total Customer SatisfactionTotal Customer Satisfaction
�� SatisfactionSatisfaction

�� Customer ExpectationsCustomer Expectations

Defining Customer Value 
and Satisfaction
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�� Customer ExpectationsCustomer Expectations
�� Delivering High Customer ValueDelivering High Customer Value

�� Value propositionValue proposition

�� ValueValue--delivery systemdelivery system

�� Measuring SatisfactionMeasuring Satisfaction



Table 3-1:  Tools for Tracking and Measuring 
Customer Satisfaction

Complaint Complaint 
and and 
suggestion suggestion 
systems:systems:

A customerA customer--centered organization makes it easy for centered organization makes it easy for 
customers to register suggestions and complaints. customers to register suggestions and complaints. 
Some customerSome customer--centered companiescentered companies--P&G, General P&G, General 
Electric, WhirlpoolElectric, Whirlpool——establish hot lines with tollestablish hot lines with toll--free free 
numbers. Companies are also using Web sites and numbers. Companies are also using Web sites and 
ee--mail for quick, twomail for quick, two--way communication.way communication.

Studies show that although customers are dissatisfi ed Studies show that although customers are dissatisfi ed 
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Customer Customer 
satisfaction satisfaction 
surveys:surveys:

Studies show that although customers are dissatisfi ed Studies show that although customers are dissatisfi ed 
with one out of every four purchases, less than 5 with one out of every four purchases, less than 5 
percent will complain. Most customers will buy less  or percent will complain. Most customers will buy less  or 
switch suppliers. Responsive companies measure switch suppliers. Responsive companies measure 
customer satisfaction directly by conducting period ic customer satisfaction directly by conducting period ic 
surveys. While collecting customer satisfaction dat a, it surveys. While collecting customer satisfaction dat a, it 
is also useful to ask additional questions to measu re is also useful to ask additional questions to measu re 
repurchase intention and to measure the likelihood or repurchase intention and to measure the likelihood or 
willingness to recommend the company and brand to willingness to recommend the company and brand to 
others.others.

See text for complete table



Would you feel more brand loyalty for a Would you feel more brand loyalty for a 
company that tried to immediately resolve company that tried to immediately resolve 
a complaint via Ea complaint via E--mail, or a company that mail, or a company that 
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a complaint via Ea complaint via E--mail, or a company that mail, or a company that 
had a customer service representative call had a customer service representative call 
within two business days to within two business days to 
resolve the problem over resolve the problem over 
the phone?the phone?



Premier Dell.com is a special businessPremier Dell.com is a special business--oriented pa rt of the oriented part of the 
Dell Web site that allows customers to interact wit h Dell and Dell Web site that allows customers to interact wit h Dell and 

customize all phases of doing business with Dell.customize all phases of doing business with Dell.
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The Nature of High 
Performance Business

�� HighHigh--performance businessperformance business
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Figure 3-2:  The High Performance Business
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The Nature of High 
Performance Business
�� StakeholdersStakeholders

�� ProcessesProcesses

�� ResourcesResources
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�� Core competencyCore competency
�� Distinctive capabilitiesDistinctive capabilities

�� Organization and Organizational CultureOrganization and Organizational Culture
�� OrganizationOrganization
�� Corporate cultureCorporate culture
�� Scenario analysisScenario analysis



Can you name a company that has Can you name a company that has 
changed the public’s perception of changed the public’s perception of 
their corporate culture? Has this their corporate culture? Has this 
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their corporate culture? Has this their corporate culture? Has this 
effectively rehabilitated that effectively rehabilitated that 
company’s image?company’s image?



Delivering Customer Value 
and Satisfaction

�� Value ChainValue Chain
�� Value chainValue chain
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Figure 3-3:  The Generic Value Chain
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Delivering Customer Value 
and Satisfaction

�� Benchmarks Benchmarks 

�� Core Business ProcessesCore Business Processes
�� The market sensing processThe market sensing process
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�� The market sensing processThe market sensing process

�� The new offering realization processThe new offering realization process

�� The customer acquisition processThe customer acquisition process

�� The customer relationship The customer relationship 
management processmanagement process

�� The fulfillment management processThe fulfillment management process



�� The Value Delivery Network The Value Delivery Network 
(Supply Chain) (Supply Chain) 

Delivering Customer Value 
and Satisfaction
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Figure 3-4:  
Levi 
Strauss’s 
Value-
Delivery 
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Delivery 
Network



Attracting and Retaining 
Customers

�� Partner relationship Partner relationship 
management (PRM)management (PRM)

�� Customer relationship Customer relationship 
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�� Customer relationship Customer relationship 
management (CRM)management (CRM)



Saturn has gained a customer loyalty rate Saturn has gained a customer loyalty rate 
of more than 60% by fundamentally of more than 60% by fundamentally 
changing the buyerchanging the buyer--seller relationship. seller relationship. 
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changing the buyerchanging the buyer--seller relationship. seller relationship. 
Can you think of another company that Can you think of another company that 
has made a change of similar has made a change of similar 
magnitude? Have they magnitude? Have they 
had similar results?had similar results?



Attracting and Retaining 
Customers

�� Attracting CustomersAttracting Customers
�� Computing the Cost of Computing the Cost of 

Lost CustomersLost Customers
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Lost CustomersLost Customers
�� Customer churnCustomer churn

�� Lifetime valueLifetime value



On the Lands’ End Web site, customers can click a On the Lands’ End Web site, customers can click a 
button to talk with a customer service representati vebutton to talk with a customer service representati ve
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Attracting and Retaining 
Customers

�� The Need for Customer RetentionThe Need for Customer Retention
�� Measuring Customer Measuring Customer 

Lifetime Value (CLV) Lifetime Value (CLV) 
�� Customer Relationship Management Customer Relationship Management 
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�� Customer Relationship Management Customer Relationship Management 
(CRM): The Key(CRM): The Key
�� Customer equityCustomer equity
�� Three drivers of customer equityThree drivers of customer equity

�� Value equityValue equity
�� Brand equityBrand equity
�� Relationship equityRelationship equity



Figure 3-5:  
The 
Customer-
Development 
Process
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Attracting and Retaining 
Customers

�� Five levels of investment in Five levels of investment in 
customer relationship buildingcustomer relationship building
�� Basic marketingBasic marketing
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�� Basic marketingBasic marketing

�� Reactive marketingReactive marketing

�� Accountable marketingAccountable marketing

�� Proactive marketingProactive marketing

�� Partnership marketingPartnership marketing



Figure 3-6:  Levels of Relationship Marketing
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Attracting and Retaining 
Customers

�� Forming Strong Customer Bonds: Forming Strong Customer Bonds: 
The BasicsThe Basics
�� CrossCross--departmental participationdepartmental participation
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�� CrossCross--departmental participationdepartmental participation

�� Integrate the Voice of the Customer Integrate the Voice of the Customer 
into all business decisionsinto all business decisions

�� Create superior offering for the Create superior offering for the 
target markettarget market



�� Organize and make accessible a Organize and make accessible a 
database of customer informationdatabase of customer information

�� Make it easy for customers to Make it easy for customers to 

Attracting and Retaining 
Customers
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�� Make it easy for customers to Make it easy for customers to 
reach the appropriate personnelreach the appropriate personnel

�� Reward outstanding employeesReward outstanding employees

�� Adding Financial BenefitsAdding Financial Benefits
�� Frequency programs (FPs)Frequency programs (FPs)



The H.O.G. Web site presents the benefits of joinin g.The H.O.G. Web site presents the benefits of joinin g.
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Attracting and Retaining 
Customers

�� Adding Social BenefitsAdding Social Benefits
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Table 3-2:  
Social Actions 
Affecting 
Buyer-Seller 
Relationships

Good ThingsGood Things Bad ThingsBad Things

Initiate positive phone callsInitiate positive phone calls
Make recommendationsMake recommendations
Candor in languageCandor in language
Use phoneUse phone
Show appreciationShow appreciation
Make service suggestionsMake service suggestions
Use “we” problemUse “we” problem--solving solving 
languagelanguage

Make only callbacksMake only callbacks
Make justificationsMake justifications
Accommodative languageAccommodative language
Use correspondenceUse correspondence
Wait for misunderstandingsWait for misunderstandings
Wait for service requestsWait for service requests
Use “oweUse “owe--us” legal languageus” legal language
Only respond to problemsOnly respond to problems
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languagelanguage
Get to problemsGet to problems
Use jargon or shorthandUse jargon or shorthand
Personality problems airedPersonality problems aired
Talk of “our future together”Talk of “our future together”
Routinize responsesRoutinize responses
Accept responsibilityAccept responsibility
Plan the futurePlan the future

Only respond to problemsOnly respond to problems
Use longUse long--winded winded 
communicationscommunications
Personality problems hiddenPersonality problems hidden
Talk about making good on Talk about making good on 
the pastthe past
Fire drill and emergency Fire drill and emergency 
responsivenessresponsiveness
Shift blameShift blame
Rehash the pastRehash the past



Attracting and Retaining 
Customers

�� Adding Structural TiesAdding Structural Ties
�� Create longCreate long--term contractsterm contracts

�� Charge lower price to high Charge lower price to high 
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�� Charge lower price to high Charge lower price to high 
volume customersvolume customers

�� Turn product into Turn product into 
longlong--term serviceterm service



Customer Profitability, 
Company Profitability, and 
Total Quality Management

�� Measuring ProfitabilityMeasuring Profitability
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�� Profitable customerProfitable customer



Figure 3-7:  Customer-Product Profitability Analysi s
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Figure 3-8:  Allocating marketing investment 
according to customer value
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Customer Profitability, 
Company Profitability, and 
Total Quality Management
�� Increasing Company ProfitabilityIncreasing Company Profitability

�� Competitive advantageCompetitive advantage
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�� Competitive advantageCompetitive advantage

�� Implementing TQMImplementing TQM
�� Total Quality ManagementTotal Quality Management

�� QualityQuality



Chapter 4Chapter 4
Winning Markets ThroughWinning Markets Through
MarketMarket--Oriented Strategic Oriented Strategic 
PlanningPlanning
byby
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byby

PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
It is more important It is more important 
to do what is to do what is 
strategically right strategically right 
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strategically right strategically right 
than what is than what is 
immediately immediately 
profitable.profitable.



Chapter Objectives
�� In this chapter, we examine the In this chapter, we examine the 

following questions:following questions:
�� How is strategic planning carried out at How is strategic planning carried out at 

the corporate and division levels?the corporate and division levels?
�� How is planning carried out at the How is planning carried out at the 
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�� How is planning carried out at the How is planning carried out at the 
business unit level?business unit level?

�� What are the major steps in the What are the major steps in the 
marketing process?marketing process?

�� How is planning carried out at the How is planning carried out at the 
product level?product level?

�� What does a marketing plan include?What does a marketing plan include?



Strategic Planning: Three Key Areas 
and Four Organization Levels

�� Strategic marketing planStrategic marketing plan
�� TacticalTactical marketing planmarketing plan
�� Marketing planMarketing plan
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Corporate and Division 
Strategic Planning

�� All corporate headquarters undertake All corporate headquarters undertake 
four planning activitiesfour planning activities
�� Defining the Corporate MissionDefining the Corporate Mission
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�� Defining the Corporate MissionDefining the Corporate Mission

�� Establishing Strategic Business Units (SBUs)Establishing Strategic Business Units (SBUs)

�� Assigning resources to each SBUAssigning resources to each SBU

�� Planning new businesses, downsizing, or Planning new businesses, downsizing, or 
terminating older businessesterminating older businesses



Corporate and Division 
Strategic Planning

�� Defining the Corporate MissionDefining the Corporate Mission
�� Mission statements define which competitive Mission statements define which competitive 

scopes the company will operate inscopes the company will operate in
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�� Industry scopeIndustry scope
�� Products and applications scopeProducts and applications scope
�� Competence scopeCompetence scope
�� MarketMarket--segment scopesegment scope
�� Vertical scopeVertical scope
�� Geographical scopeGeographical scope



Can you name a company that has Can you name a company that has 
recently changed its product scope recently changed its product scope 
or market segment scope in a very or market segment scope in a very 
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or market segment scope in a very or market segment scope in a very 
public way? Was this an expansion public way? Was this an expansion 
or contraction of scope?or contraction of scope?



Corporate and Division 
Strategic Planning

�� Establishing Strategic Business Units Establishing Strategic Business Units 
(SBUs)(SBUs)
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Table 4.1: Product-Oriented versus Market-Oriented 
Definitions of a Business

CompanyCompany Product DefinitionProduct Definition Market DefinitionMarket Definition

MissouriMissouri--Pacific Pacific 
RailroadRailroad

We run a railroadWe run a railroad We are a peopleWe are a people--andand--
goods movergoods mover

XeroxXerox We make copying We make copying 
equipmentequipment

We help improve office We help improve office 
productivityproductivity

Standard OilStandard Oil We sell gasolineWe sell gasoline We supply energyWe supply energy
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Columbia PicturesColumbia Pictures We make moviesWe make movies We market entertainmentWe market entertainment

EncyclopaediaEncyclopaedia We sell encyclopediasWe sell encyclopedias We distribute InformationWe distribute Information

CarrierCarrier We make air We make air 
conditioners and conditioners and 
furnacesfurnaces

We provide climate We provide climate 
control in the homecontrol in the home



Corporate and Division 
Strategic Planning

�� Three characteristics  of SBUsThree characteristics  of SBUs
�� Single business or collection of related Single business or collection of related 

businesses that can be planned for separatelybusinesses that can be planned for separately
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businesses that can be planned for separatelybusinesses that can be planned for separately

�� Has its own set of competitorsHas its own set of competitors

�� Has a manager who is responsible for Has a manager who is responsible for 
strategic planning and profitstrategic planning and profit



�� The GrowthThe Growth--Share MatrixShare Matrix
�� Relative market shareRelative market share
�� Four CellsFour Cells

�� Question MarksQuestion Marks
�� StarsStars
�� Cash CowsCash Cows
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�� Cash CowsCash Cows
�� DogsDogs

�� SBU StrategiesSBU Strategies

�� SBU LifecycleSBU Lifecycle



Can you give an example of a “Star” Can you give an example of a “Star” 
that skipped “Cash Cow”, and went that skipped “Cash Cow”, and went 
straight to “Dog” status?straight to “Dog” status?
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straight to “Dog” status?straight to “Dog” status?



Corporate and Division 
Strategic Planning

�� The General Electric ModelThe General Electric Model
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Table 4-2:  Factors underlying Market Attractivenes s and Competitive 
Position in GE Multifactor Portfolio Model: Hydraul ic-Pumps Market

Market Market 
AttractivenessAttractiveness

Overall market sizeOverall market size
Annual market growth rateAnnual market growth rate
Historical profit marginHistorical profit margin
Competitive intensityCompetitive intensity
Technological requirementsTechnological requirements
Inflationary vulnerabilityInflationary vulnerability
Energy requirementsEnergy requirements
Environmental impactEnvironmental impact

WeightWeight
0.200.20
0.200.20
0.150.15
0.150.15
0.150.15
0.050.05
0.050.05
0.050.05

Rating =Rating =
(1(1--5)5)

44
55
44
22
44
33
22
33

ValueValue
0.800.80
1.1.

0.600.60
0.300.30
0.600.60
0.150.15
0.100.10
0.150.15
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Environmental impactEnvironmental impact
SocialSocial--politicalpolitical--legallegal

0.050.05
Must be Must be 

acceptableacceptable
1.01.0

33 0.150.15

3.703.70

Business Business 
StrengthStrength

Market shareMarket share
Share growthShare growth
Product qualityProduct quality
Brand reputationBrand reputation
Distribution networkDistribution network

0.100.10
0.150.15
0.100.10
0.100.10
0.050.05

44
22
44
55
44

0.400.40
0.300.30
0.400.40
0.500.50
0.200.20

See text for complete table



Corporate and Division 
Strategic Planning

�� Critique of Portfolio ModelsCritique of Portfolio Models
�� Planning New Businesses, Planning New Businesses, 
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Downsizing Older BusinessesDownsizing Older Businesses



Corporate and Division 
Strategic Planning

�� Intensive GrowthIntensive Growth
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Starbucks’ home page: Customers can request a Starbucks’ home page: Customers can request a 
catalog of Starbucks products, subscribe to a catalog of Starbucks products, subscribe to a 

newsletter, and shop onlinenewsletter, and shop online
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Corporate and Division 
Strategic Planning

�� Integrative GrowthIntegrative Growth
�� Diversification GrowthDiversification Growth
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�� Downsizing Older BusinessesDownsizing Older Businesses



Give an example of a market Give an example of a market 
segment where integrative growth segment where integrative growth 
would be preferable to growth would be preferable to growth 
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would be preferable to growth would be preferable to growth 
through diversification. Explain through diversification. Explain 
why one approach is better why one approach is better 
than the other.than the other.



Business Unit 
Strategic Planning 

�� Business MissionBusiness Mission
�� SWOT AnalysisSWOT Analysis

�� External Environment Analysis External Environment Analysis 
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�� External Environment Analysis External Environment Analysis 
(Opportunity and Threat Analysis)(Opportunity and Threat Analysis)
�� Marketing OpportunityMarketing Opportunity

�� Buying opportunity more convenient or Buying opportunity more convenient or 
efficientefficient

�� Meet the need for more information and adviceMeet the need for more information and advice
�� Customize an offering that was previously only Customize an offering that was previously only 

available in standard formavailable in standard form



Give some examples of companies Give some examples of companies 
that have grown to dominate their that have grown to dominate their 
market segment by using technology market segment by using technology 
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market segment by using technology market segment by using technology 
to make buying opportunities more to make buying opportunities more 
convenient and efficient.convenient and efficient.



Business Unit 
Strategic Planning 

�� Marketing Opportunity Analysis (MOA)Marketing Opportunity Analysis (MOA)
�� Can the benefits be articulated to a target Can the benefits be articulated to a target 

market?market?
�� Can the target market be reached with costCan the target market be reached with cost--
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�� Can the target market be reached with costCan the target market be reached with cost--
effective media and trade channels?effective media and trade channels?

�� Does the company have the critical capabilities Does the company have the critical capabilities 
to deliver the customer benefits?to deliver the customer benefits?

�� Can the company deliver these benefits better Can the company deliver these benefits better 
than any actual or potential competitors?than any actual or potential competitors?

�� Will the rate of return meet the required Will the rate of return meet the required 
threshold of investment?threshold of investment?



Figure 4-7:  Opportunity and Threat Matrices
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Business Unit 
Strategic Planning 

�� Internal Environmental Analysis Internal Environmental Analysis 
(Strength/Weakness Analysis)(Strength/Weakness Analysis)

�� Goal FormationGoal Formation
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�� Goal FormationGoal Formation
�� Strategic Strategic 

FormulationFormulation
�� StrategyStrategy



Business Unit 
Strategic Planning 

�� Porter’s Generic StrategiesPorter’s Generic Strategies
�� Overall cost leadershipOverall cost leadership
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�� DifferentiationDifferentiation

�� FocusFocus



Travelocity’s Web site helps the consumer plan the Travelocity’s Web site helps the consumer plan the 
whole vacation whole vacation –– flights, lodging, and car rental.c omflights, lodging, and car rental.com
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�� Operational Effectiveness and StrategyOperational Effectiveness and Strategy
�� Strategic groupStrategic group

Business Unit 
Strategic Planning 
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�� Strategic alliancesStrategic alliances



Business Unit 
Strategic Planning 

�� Marketing AlliancesMarketing Alliances
�� Product or service alliancesProduct or service alliances
�� Promotional alliancesPromotional alliances
�� Logistical alliancesLogistical alliances
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�� Logistical alliancesLogistical alliances
�� Pricing collaborationsPricing collaborations

�� Partner Relationship Partner Relationship 
Management, PRMManagement, PRM

�� Program Formulation and Program Formulation and 
ImplementationImplementation



Business Unit 
Strategic Planning 
�� Feedback and ControlFeedback and Control
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The Marketing Process
�� Steps in the Planning ProcessSteps in the Planning Process

�� The marketing processThe marketing process

�� Analyzing Market OpportunitiesAnalyzing Market Opportunities
�� Developing Marketing StrategiesDeveloping Marketing Strategies
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�� Planning Marketing ProgramsPlanning Marketing Programs
�� Managing the Marketing EffortManaging the Marketing Effort

�� AnnualAnnual--plan controlplan control

�� Profitability controlProfitability control

�� Strategic controlStrategic control



Figure 4-10:  
Factors 
Influencing 
Company 
Marketing 
Strategy
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Strategy



Product Planning: The Nature and 
Contents of a Marketing Plan
�� Contents of the Marketing PlanContents of the Marketing Plan

�� Executive SummaryExecutive Summary

�� Current Marketing SituationCurrent Marketing Situation

�� Opportunity and issue analysisOpportunity and issue analysis
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�� Opportunity and issue analysisOpportunity and issue analysis

�� ObjectivesObjectives

�� Marketing strategyMarketing strategy

�� Action programsAction programs

�� Financial projectionsFinancial projections

�� Implementation controlsImplementation controls



�� Sample Marketing Plan: Sonic Personal Sample Marketing Plan: Sonic Personal 
Digital AssistantDigital Assistant
�� Current Marketing SituationCurrent Marketing Situation

Product Planning: The Nature and 
Contents of a Marketing Plan

www.bookfiesta4u.com

1-130

�� Current Marketing SituationCurrent Marketing Situation
�� Opportunity and Issue AnalysisOpportunity and Issue Analysis
�� ObjectivesObjectives
�� Action ProgramsAction Programs
�� Financial ProjectionsFinancial Projections



�� Implementation ControlsImplementation Controls

�� Marketing StrategyMarketing Strategy
�� PositioningPositioning

Product Planning: The Nature and 
Contents of a Marketing Plan
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�� PositioningPositioning
�� Product ManagementProduct Management
�� PricingPricing
�� DistributionDistribution
�� Marketing CommunicationsMarketing Communications
�� Marketing ResearchMarketing Research



Chapter 5Chapter 5
Gathering Information and Gathering Information and 
Measuring Market DemandMeasuring Market Demand
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
Marketing is Marketing is 

becoming a battle becoming a battle 
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becoming a battle becoming a battle 
based more on based more on 
information than information than 
on sales power.on sales power.



Chapter Objectives
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions: questions: 
�� What are the components of a modern What are the components of a modern 

marketing information system?marketing information system?

�� What constitutes good marketing research?What constitutes good marketing research?
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�� What constitutes good marketing research?What constitutes good marketing research?

�� How can marketing decision support systems How can marketing decision support systems 
help marketing managers make better help marketing managers make better 
decisions?decisions?

�� How can demand be more accurately How can demand be more accurately 
measured and forecasted?measured and forecasted?



�� Marketing Information System (MIS) Marketing Information System (MIS) 
�� 10 useful questions for determining the 10 useful questions for determining the 

information needs of marketing information needs of marketing 

The Components of a Modern 
Marketing Information System
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information needs of marketing information needs of marketing 
managers.managers.
�� What decisions do you regularly make?What decisions do you regularly make?
�� What information do you need to make these What information do you need to make these 

decisions?decisions?
�� What information do you regularly get?What information do you regularly get?
�� What special studies do you periodically request?What special studies do you periodically request?



The Components of a Modern 
Marketing Information System

�� What information would you want that you are  not What information would you want that you are  not 
getting now?getting now?

�� What information would you want daily? Weekly? What information would you want daily? Weekly? 
Monthly? Yearly?Monthly? Yearly?
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Monthly? Yearly?Monthly? Yearly?
�� What magazines and trade reports would you like to What magazines and trade reports would you like to 

see on a regular basis? see on a regular basis? 
�� What topics would you like to be kept informed of?What topics would you like to be kept informed of?
�� What data analysis programs would you want?What data analysis programs would you want?
�� What are the four most helpful improvements that What are the four most helpful improvements that 

could be made in the present marketing information could be made in the present marketing information 
system?system?



Internal Record Systems

�� The OrderThe Order--toto--Payment CyclePayment Cycle
�� Sales Information SystemsSales Information Systems
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�� Sales Information SystemsSales Information Systems
�� Databases, Data Warehouses Databases, Data Warehouses 

And DataAnd Data--MiningMining



Can you name a company that uses Can you name a company that uses 
targeted mailings to promote new targeted mailings to promote new 
products, or regional offerings?products, or regional offerings?
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products, or regional offerings?products, or regional offerings?



The Marketing 
Intelligence System

�� A Marketing Intelligence System A Marketing Intelligence System 
is a set of procedures and sources is a set of procedures and sources 
used by managers to obtain used by managers to obtain 
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used by managers to obtain used by managers to obtain 
everyday information about everyday information about 
developments in the marketing developments in the marketing 
environment.environment.



What are some of the potential What are some of the potential 
hazards a company might face by hazards a company might face by 
relying too heavily on distributors, relying too heavily on distributors, 
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relying too heavily on distributors, relying too heavily on distributors, 
retailers, or other retailers, or other 
intermediaries for intermediaries for 
market intelligence?market intelligence?



The Marriott Vacation Club International Web site The Marriott Vacation Club International Web site 
gives interested customers the opportunity to sell gives interested customers the opportunity to sell 

themselves on the Marriott offeringsthemselves on the Marriott offerings
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CEOExpress.com is a portal to informationCEOExpress.com is a portal to information––a user a user 
clicks on a listing and is then connected to that s iteclicks on a listing and is then connected to that s ite
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Table 5-1:  Secondary-Data Sources

SecondarySecondary--
Data SourcesData Sources

A.A. Internal SourcesInternal Sources
Company profitCompany profit--loss statements, balance loss statements, balance 

sheets, sales figures, salessheets, sales figures, sales--call reports, call reports, 
invoices, inventory records, and prior invoices, inventory records, and prior 
research reports.research reports.

B.B. Government PublicationsGovernment Publications
•• Statistical Abstract of the United StatesStatistical Abstract of the United States
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•• Statistical Abstract of the United StatesStatistical Abstract of the United States
•• County and City Data BookCounty and City Data Book
•• Industrial OutlookIndustrial Outlook
•• Marketing Information GuideMarketing Information Guide
C.C. Periodicals and BooksPeriodicals and Books
•• Business Periodicals IndexBusiness Periodicals Index
•• Standard and Poor’s IndustryStandard and Poor’s Industry

See text for complete table



Marketing Research System
�� Marketing ResearchMarketing Research
�� Suppliers of Marketing ResearchSuppliers of Marketing Research

�� Engaging students or professors to Engaging students or professors to 
design and carry out projectsdesign and carry out projects

�� Using the InternetUsing the Internet
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�� Using the InternetUsing the Internet

�� Checking out rivalsChecking out rivals

�� SyndicatedSyndicated--service research firmsservice research firms

�� Custom marketing research firmsCustom marketing research firms

�� SpecialtySpecialty--line marketing research line marketing research 
firmsfirms



Figure 5-1: 
The Marketing 

Research 
Process
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Marketing Research System
�� The Marketing Research ProcessThe Marketing Research Process

�� Step 1: Define the Problem, the Step 1: Define the Problem, the 
Decision Alternatives, and the Decision Alternatives, and the 
Research ObjectivesResearch Objectives
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Research ObjectivesResearch Objectives

�� Step 2: Develop the Step 2: Develop the 

Research PlanResearch Plan
�� Data SourcesData Sources
�� Research ApproachesResearch Approaches

�� Observational researchObservational research
�� Focus group researchFocus group research



Marketing Research System
� Survey research
� Behavioral data
� Experimental research

�� Research InstrumentsResearch Instruments
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�� Research InstrumentsResearch Instruments
�� QuestionnairesQuestionnaires

�� Psychological toolsPsychological tools

�� Mechanical devicesMechanical devices

�� Quantitative measuresQuantitative measures



Table 5-2: Types of Questions

Children onlyChildren onlyNo oneNo one

With whom are you traveling on this flight?With whom are you traveling on this flight?A question with three or more answers.A question with three or more answers.
Multiple Multiple 
ChoiceChoice

In arranging this trip, did you personally phone American?In arranging this trip, did you personally phone American?

Yes          NoYes          No

A question with two possible answers.A question with two possible answers.DichotomousDichotomous

ExampleExampleDescriptionDescriptionNameName

A. ClosedA. Closed--end Questionsend Questions
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See text for complete table

1_____         2 _____        3_____               4_____      5_____1_____         2 _____        3_____               4_____      5_____

Small airlines generally give better service than large ones.Small airlines generally give better service than large ones.

Strongly       Disagree      Neither agree      Agree        StronglyStrongly       Disagree      Neither agree      Agree        Strongly

disagree                            nor disagree                          agreedisagree                            nor disagree                          agree

A statement with which the respondent A statement with which the respondent 
shows the amount of agreement/ shows the amount of agreement/ 
disagreement.disagreement.

Likert scaleLikert scale

An organized tour groupAn organized tour groupSpouse and Spouse and 
childrenchildren

Business associates/friends/relativesBusiness associates/friends/relativesSpouseSpouse



Marketing Research System

� Sampling Plan
� Sampling unit

� Sample size
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� Sampling procedure



www.wansink.com is a consumer psychology 
Web site set up by Dr. Brian Wansink of the 

University of Illinois
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A.A.Probability SampleProbability Sample

Simple random sampleSimple random sample Every member of the population has an  Every member of the population has an  
equal chance of selectionequal chance of selection

Stratified random Stratified random 
samplesample

The population is divided into mutually The population is divided into mutually 
exclusive groups (such as age groups), exclusive groups (such as age groups), 
and random samples are drawn from and random samples are drawn from 

Table 5-3: Probability and Nonprobability Samples
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and random samples are drawn from and random samples are drawn from 
each groupeach group

Cluster (area) sampleCluster (area) sample The population is divided into  mutually The population is divided into mutually 
exclusive groups (such as city blocks), exclusive groups (such as city blocks), 
and the researcher draws a sample of and the researcher draws a sample of 
the groups to interviewthe groups to interview

Continued on next slide . . .



B.B.Nonprobability Nonprobability 
SampleSample

Convenience sampleConvenience sample The researcher selects the most The researcher selects the most 
accessible population membersaccessible population members

Judgment sampleJudgment sample The researcher selects population The researcher selects population 
members who are good prospects for members who are good prospects for 

Table 5-3: Probability and Nonprobability Samples  
(Continued)
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members who are good prospects for members who are good prospects for 
accurate informationaccurate information

Quota sampleQuota sample The researcher finds and interviews a The researcher finds and interviews a 
prescribed number of people in each of prescribed number of people in each of 
several categoriesseveral categories



Marketing Research System
� Contact Methods

� Mail questionnaire

� Personal interviewing
� Arranged interviews
� Intercept interviews
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� Intercept interviews
� Online methods

� Click-stream
� Cookies
� Automated 

telephone surveys



Marketing Research System
� Step 3: Collect the 

Information
� Step 4: Analyze the 

Information
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Information
� Step 5: Present the 

Findings
� Step 6: Make the 

Decision



Table 5-4: The Seven Characteristics of Good 
Marketing Research  

1. Scientific 1. Scientific 
methodmethod

Effective marketing research uses the principles Effective marketing research uses the principles 
of the scientific method: careful observation, of the scientific method: careful observation, 
formulation of hypotheses, prediction, and testing.formulation of hypotheses, prediction, and testing.

2. Research 2. Research 
creativitycreativity

At its best, marketing research develops At its best, marketing research develops 
innovative ways to solve a problem: a clothing innovative ways to solve a problem: a clothing 
company catering to teenagers gave several company catering to teenagers gave several 
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company catering to teenagers gave several company catering to teenagers gave several 
young men video cameras, then used the videos young men video cameras, then used the videos 
for focus groups held in restaurants and other for focus groups held in restaurants and other 
places teens frequent.places teens frequent.

3. Multiple 3. Multiple 
methodsmethods

Marketing researchers shy away from overreliance Marketing researchers shy away from overreliance 
on any one method. They also recognize the value on any one method. They also recognize the value 
of using two or three methods to increase of using two or three methods to increase 
confidence in the results.confidence in the results.

See text for complete table



Marketing Research System

�� Overcoming Barriers to the Use of Overcoming Barriers to the Use of 
Marketing ResearchMarketing Research
�� A narrow conception of the researchA narrow conception of the research
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�� Uneven caliber of researchersUneven caliber of researchers

�� Poor framing of the problemPoor framing of the problem

�� Late and occasionally erroneous findingsLate and occasionally erroneous findings

�� Personality and presentational differencesPersonality and presentational differences



Marketing Decision Support 
System

�� Marketing Decision Support Marketing Decision Support 
System (MDSS)System (MDSS)
� Marketing and sales 

software programs

www.bookfiesta4u.com

1-157

software programs
� BRANDAID
� CALLPLAN
� DETAILER
� GEOLINE
� MEDIAC
� PROMOTER
� ADCAD
� CONVERSTORY



Table 5-5: Quantitative Tools Used in Marketing Dec ision 
Support Systems

Statistical ToolsStatistical Tools

1. Multiple 1. Multiple 
regression:regression:

A statistical technique for estimating a “best fitti ng” A statistical technique for estimating a “best fitti ng” 
equation showing how the value of a dependent varia ble equation showing how the value of a dependent varia ble 
varies with changing values in a number of independ ent varies with changing values in a number of independ ent 
variables. variables. ExampleExample: A company can estimate how unit : A company can estimate how unit 
sales are influenced by changes in the level of com pany sales are influenced by changes in the level of com pany 
advertising expenditures, sales force size, and pric e.advertising expenditures, sales force size, and pric e.

2. Discriminant 2. Discriminant 
analysis:analysis:

A statistical technique for classifying an object o r A statistical technique for classifying an object o r 
persons into two or more categories. persons into two or more categories. ExampleExample: A large : A large 
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analysis:analysis: persons into two or more categories. persons into two or more categories. ExampleExample: A large : A large 
retail chain store can determine the variables that  retail chain store can determine the variables that  
discriminate between successful and unsuccessful st ore discriminate between successful and unsuccessful st ore 
locations.locations.

3. Factor 3. Factor 
analysis:analysis:

A statistical technique used to determine the few A statistical technique used to determine the few 
underlying dimensions of a larger set of intercorre lated underlying dimensions of a larger set of intercorre lated 
variables. variables. ExampleExample: A broadcast network can reduce a : A broadcast network can reduce a 
large set of TV programs down to a small set of bas ic large set of TV programs down to a small set of bas ic 
program types.program types.

See text for complete table



Forecasting and 
Demand Measurement

�� The Measures of Market DemandThe Measures of Market Demand

Figure 5 -3: Ninety 
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Figure 5 -3: Ninety 
Types of Demand 
Measurement 
(6X5X3)



� Which Market to 
Measure?
� Market
� Potential market
� Available market

Forecasting and 
Demand Measurement
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� Available market
� Target market 

(severed market)
� Penetrated market

� A Vocabulary for Demand Measurement
� Market Demand

� Market share
� Market penetration index
� Share penetration index



Figure 5-4: Market Demand Functions

Forecasting and 
Demand Measurement
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Can you name a market segment Can you name a market segment 
with  a low penetration index? A with  a low penetration index? A 
high penetration index? Can you high penetration index? Can you 
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high penetration index? Can you high penetration index? Can you 
think of a market where the high think of a market where the high 
penetration index might be a penetration index might be a 
misleading indicator?misleading indicator?



Forecasting and Demand 
Measurement

�� Market ForecastMarket Forecast
�� Market PotentialMarket Potential

�� Product penetration Product penetration 
percentagepercentage
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percentagepercentage
�� Company DemandCompany Demand
�� Company Sales Company Sales 

ForecastForecast
�� Sales quotaSales quota
�� Sales budgetSales budget

�� Company Sales PotentialCompany Sales Potential



�� Estimating Current demandEstimating Current demand
�� Total Market PotentialTotal Market Potential

�� Area Market PotentialArea Market Potential

Forecasting and Demand 
Measurement
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�� Area Market PotentialArea Market Potential
�� MarketMarket--Buildup MethodBuildup Method



Table 5-6: Market-Buildup Method Using SIC Codes

SICSIC

(a)(a)
Annual Annual 
Sales in Sales in 
Millions Millions 

of $of $

(b)(b)
Number of Number of 

EstablishmentsEstablishments

(c)(c)
Potential Potential 
NumberNumber

of Lathe Salesof Lathe Sales
Per $1 Million Per $1 Million 

Customer SalesCustomer Sales

Market Market 
PotentialPotential
(a x b x c)(a x b x c)

www.bookfiesta4u.com

1-165

SICSIC of $of $ EstablishmentsEstablishments Customer SalesCustomer Sales (a x b x c)(a x b x c)

25112511
11 66 1010 6060

55 22 1010 100100

25212521 11 33 55 1515

55 11 55 2525

3030 200200



Forecasting and Demand 
Measurement

� Multiple-Factor Index 
Method
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�� Brand development Brand development 
index (BDI)index (BDI)



Table 5-7: Calculating the Brand 
Development Index (BDI)

(a)(a)
Percent of Percent of 
U.S. BrandU.S. Brand

(b)(b)
Percent of Percent of 

U.S. CategoryU.S. Category BDIBDI

TerritoryTerritory SalesSales SalesSales (a (a ÷÷÷÷÷÷÷÷ b) x 100b) x 100

SeattleSeattle 3.093.09 2.712.71 114114

www.bookfiesta4u.com

1-167

PortlandPortland 6.746.74 10.4110.41 6565

BostonBoston 3.493.49 3.853.85 9191

ToledoToledo .97.97 .81.81 120120

ChicagoChicago 1.131.13 .81.81 140140

BaltimoreBaltimore 3.123.12 3.003.00 104104



Forecasting and Demand 
Measurement

� Industry Sales and Market Shares

� Estimating Future Demand
� Survey of Buyers’ Intentions
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� Survey of Buyers’ Intentions
� Forecasting

� Purchase probability scale



Forecasting and Demand 
Measurement

� Composite of Sales Force Opinions
� Expert Opinion

� Group discussion method
� Pooling of individual estimates
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� Pooling of individual estimates
� Past-Sales Analysis

� Time-series analysis
� Exponential smoothing
� Statistical demand analysis
� Econometric analysis

� Market-Test Method



Chapter 6Chapter 6
Scanning the Marketing Scanning the Marketing 
EnvironmentEnvironment
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
Today you Today you 

have to run have to run 
faster to stay faster to stay 
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faster to stay faster to stay 
in place.in place.



Chapter Objectives
�� In this chapter, we focus on two In this chapter, we focus on two 

questions: questions: 
�� What are the key methods for tracking and What are the key methods for tracking and 
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What are the key methods for tracking and What are the key methods for tracking and 
identifying opportunities in the identifying opportunities in the 
macroenvironment?macroenvironment?

�� What are the key demographic, economic, What are the key demographic, economic, 
natural, technological, political, and cultural natural, technological, political, and cultural 
developments?developments?



Analyzing Needs and Trends in 
the Macroenvironment
�� TrendTrend
�� FadFad
�� MegatrendsMegatrends
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�� MegatrendsMegatrends



Given the definitions for fads, Given the definitions for fads, 
trends, and megatrends presented in trends, and megatrends presented in 
the text, how would you define the text, how would you define youryour
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the text, how would you define the text, how would you define youryour
online activities? Can you identify online activities? Can you identify 
an online trend that is likely an online trend that is likely 
to grow into a megatrend?to grow into a megatrend?



�� The substantial speedup of international The substantial speedup of international 
transportation, communication, and financial transportation, communication, and financial 
transactions, leading to the rapid growth of world trade transactions, leading to the rapid growth of world trade 
and investment, especially tripolar trade (North and investment, especially tripolar trade (North 
America, Western Europe, Far East)America, Western Europe, Far East)

Identifying and Responding to the 
Major Macroenvironment Forces
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America, Western Europe, Far East)America, Western Europe, Far East)
�� The movement of manufacturing capacity and skills to The movement of manufacturing capacity and skills to 

lower cost countries.lower cost countries.
�� The rising economic power of several Asian countries The rising economic power of several Asian countries 

in world markets.in world markets.
�� The rise of trade blocks such as the European Union The rise of trade blocks such as the European Union 

and NAFTA signatories.and NAFTA signatories.



�� The severe debt problems of a number of countries, The severe debt problems of a number of countries, 
along with the increasing fragility of the international along with the increasing fragility of the international 
financial system.financial system.

�� The increasing use of barter and countertrade to The increasing use of barter and countertrade to 
support international transactions.support international transactions.

Identifying and Responding to the 
Major Macroenvironment Forces
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support international transactions.support international transactions.
�� The move toward market economies in formerly The move toward market economies in formerly 

socialist countries along with rapid privatization of socialist countries along with rapid privatization of 
publicly owned companies.publicly owned companies.

�� The rapid dissemination of global lifestyles.The rapid dissemination of global lifestyles.
�� The gradual opening of major new markets, namely The gradual opening of major new markets, namely 

China, India, eastern Europe, the Arab countries, and China, India, eastern Europe, the Arab countries, and 
Latin America.Latin America.



�� The increasing tendency of multinationals to transcend The increasing tendency of multinationals to transcend 
their locational and national characteristics and their locational and national characteristics and 
become transnational firms.become transnational firms.

�� The increasing number of crossThe increasing number of cross--border corporate border corporate 
strategic alliancesstrategic alliances––for example, MCI and British for example, MCI and British 

Identifying and Responding to the 
Major Macroenvironment Forces
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strategic alliancesstrategic alliances––for example, MCI and British for example, MCI and British 
Telecom, and Texas Instruments and Hitachi.Telecom, and Texas Instruments and Hitachi.

�� The increasing ethnic and religious conflicts in certain The increasing ethnic and religious conflicts in certain 
countries and regions.countries and regions.

�� The growth of global brands in autos, food, clothing, The growth of global brands in autos, food, clothing, 
electronics.electronics.



�� Demographic EnvironmentDemographic Environment
�� Worldwide Population Worldwide Population 

GrowthGrowth

Identifying and Responding to the 
Major Macroenvironment Forces
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GrowthGrowth

�� Population Age MixPopulation Age Mix

�� Ethnic and Other Ethnic and Other 
MarketsMarkets



Can you identify one or more Can you identify one or more 
nations whose populations hold the nations whose populations hold the 
promise of huge potential markets promise of huge potential markets 
for consumer goods? How have for consumer goods? How have 
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for consumer goods? How have for consumer goods? How have 
pressures from potential marketers pressures from potential marketers 
to these untapped consumer to these untapped consumer 
groups driven the political groups driven the political 
discussion on a national discussion on a national 
and international level?and international level?



�� Educational GroupsEducational Groups

�� Household PatternsHousehold Patterns

�� Geographical Shifts in Geographical Shifts in 

Identifying and Responding to the 
Major Macroenvironment Forces
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�� Geographical Shifts in Geographical Shifts in 
PopulationPopulation

�� From a Mass Market From a Mass Market 
to Micromarketsto Micromarkets



�� Economic EnvironmentEconomic Environment
�� Income DistributionIncome Distribution

Identifying and Responding to the 
Major Macroenvironment Forces
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�� Savings, Debt, and Savings, Debt, and 
Credit AvailabilityCredit Availability



�� Natural EnvironmentNatural Environment
�� Shortage of Raw MaterialsShortage of Raw Materials

�� Increased Energy CostIncreased Energy Cost

Identifying and Responding to the 
Major Macroenvironment Forces
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�� Increased Energy CostIncreased Energy Cost

�� AntiAnti--Pollution PressuresPollution Pressures

�� Changing Role of GovernmentsChanging Role of Governments



�� Technological EnvironmentTechnological Environment
�� Accelerating Pace of ChangeAccelerating Pace of Change

Identifying and Responding to the 
Major Macroenvironment Forces
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�� Unlimited Opportunities Unlimited Opportunities 
for Innovationfor Innovation



�� Varying R&D BudgetsVarying R&D Budgets

�� Increased Regulation of Increased Regulation of 
Technological ChangeTechnological Change

Identifying and Responding to the 
Major Macroenvironment Forces
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�� PoliticalPolitical--Legal EnvironmentLegal Environment
�� Legislation Regulating Legislation Regulating 

BusinessBusiness

�� Growth of SpecialGrowth of Special--Interest Interest 
GroupsGroups
�� Consumerist movementConsumerist movement



�� SocialSocial--Cultural Cultural 
EnvironmentEnvironment

�� Views of themselvesViews of themselves

Identifying and Responding to the 
Major Macroenvironment Forces
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�� Views of themselvesViews of themselves
�� Views of othersViews of others
�� Views of organizationsViews of organizations
�� Views of societyViews of society
�� Views of natureViews of nature
�� Views of universeViews of universe



�� High Persistence of Core High Persistence of Core 
Cultural ValuesCultural Values

�� Existence of subculturesExistence of subcultures

Identifying and Responding to the 
Major Macroenvironment Forces
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�� Existence of subculturesExistence of subcultures
�� SubculturesSubcultures

�� Shifts of Secondary Cultural Shifts of Secondary Cultural 
Values Through TimeValues Through Time



Chapter 7Chapter 7
Analyzing Consumer Analyzing Consumer 
Markets and Buyer BehaviorMarkets and Buyer Behavior
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
The most The most 
important important 
thing is to thing is to 
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forecast where forecast where 
customers are customers are 
moving, and moving, and 
be in front of be in front of 
them.them.



�� In this chapter, we focus on two questions:In this chapter, we focus on two questions:
�� How do the buyers’ characteristics How do the buyers’ characteristics –– cultural, cultural, 

social, personal, and psychological social, personal, and psychological –– influence influence 

Chapter Objectives
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social, personal, and psychological social, personal, and psychological –– influence influence 
buying behavior?buying behavior?

�� How does the buyer make purchasing How does the buyer make purchasing 
decisions?decisions?



�� Consumer BehaviorConsumer Behavior

�� Cultural FactorsCultural Factors
�� CultureCulture

�� SubculturesSubcultures
�� Diversity marketingDiversity marketing

Influencing Buyer Behavior
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�� Diversity marketingDiversity marketing
�� Social classSocial class



�� Social FactorsSocial Factors
�� Reference GroupsReference Groups

�� Reference groupsReference groups
�� Membership groupsMembership groups

Influencing Buyer Behavior
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�� Membership groupsMembership groups
�� Primary groupsPrimary groups
�� Secondary groupsSecondary groups
�� Aspirational groupsAspirational groups
�� Dissociative groupsDissociative groups
�� Opinion leaderOpinion leader



Table 7.1: Characteristics of Major U.S. Social Cla sses
1.1. Upper UppersUpper Uppers

(less than 1%)(less than 1%)
The social elite who live on inherited wealth. They  The social elite who live on inherited wealth. They  
give large sums to charity, run the debutante balls , give large sums to charity, run the debutante balls , 
maintain more than one home, and send their maintain more than one home, and send their 
children to the finest schools. They are a market f or children to the finest schools. They are a market f or 
jewelry, antiques, homes, and vacations. They often  jewelry, antiques, homes, and vacations. They often  
buy and dress conservatively. Although small as a buy and dress conservatively. Although small as a 
group, they serve as a reference group to the exten t group, they serve as a reference group to the exten t 
that their consumption decisions are imitated by th e that their consumption decisions are imitated by th e 
other social classes.other social classes.
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other social classes.other social classes.

2.2. Lower UppersLower Uppers
(about 2%)(about 2%)

Persons, usually from the middle class, who have Persons, usually from the middle class, who have 
earned high income or wealth through exceptional earned high income or wealth through exceptional 
ability in the professions or business. They tend t o ability in the professions or business. They tend t o 
be active in social and civic affairs and to buy th e be active in social and civic affairs and to buy th e 
symbols of status for themselves and their children . symbols of status for themselves and their children . 
They include the nouveau riche, whose pattern of They include the nouveau riche, whose pattern of 
conspicuous consumption is designed to impress conspicuous consumption is designed to impress 
those below them.those below them.



�� Secondary groupsSecondary groups
�� Aspirational groupsAspirational groups
�� Dissociative groupsDissociative groups
�� Opinion leaderOpinion leader

Influencing Buyer Behavior
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�� Opinion leaderOpinion leader



�� FamilyFamily
�� Family of orientationFamily of orientation
�� Family of procreationFamily of procreation

�� Roles and StatusesRoles and Statuses

Influencing Buyer Behavior
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�� Roles and StatusesRoles and Statuses
�� RoleRole
�� StatusStatus



With the “graying” of the American populace, With the “graying” of the American populace, 
marketers have begun to shift images and marketers have begun to shift images and 
cultural references in advertising from things cultural references in advertising from things 
that are relevant to the twentythat are relevant to the twenty--somethings to somethings to 
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that are relevant to the twentythat are relevant to the twenty--somethings to somethings to 
images of active seniors, and soundtracks images of active seniors, and soundtracks 
from the sixties and seventies.  Can you from the sixties and seventies.  Can you 
identify any particular identify any particular 
ad campaigns that fit ad campaigns that fit 
this pattern?this pattern?



�� Personal FactorsPersonal Factors
�� Age and Stage in the Life CycleAge and Stage in the Life Cycle

�� Family life cycleFamily life cycle

Influencing Buyer Behavior
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�� Family life cycleFamily life cycle

�� Occupation and Economic Occupation and Economic 
CircumstancesCircumstances



In recent years, many organizations have In recent years, many organizations have 
“provided” televisions with limited programming “provided” televisions with limited programming 
access for use in Kaccess for use in K--12 classrooms. Do these 12 classrooms. Do these 
entities have a moral obligation to avoid overt entities have a moral obligation to avoid overt 
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entities have a moral obligation to avoid overt entities have a moral obligation to avoid overt 
marketing to their captive audiences, or is this a marketing to their captive audiences, or is this a 
valid tool for introducing offerings to future valid tool for introducing offerings to future 
consumers?   What should the consumers?   What should the 
responsibilities of the educators responsibilities of the educators 
be in these situations?be in these situations?



Table 7.2:  Stages in the Family Life Cycle

1.  Bachelor stage: 1.  Bachelor stage: 
Young, single, not living Young, single, not living 
at homeat home

Few financial burdens. Fashion opinion Few financial burdens. Fashion opinion 
leaders. Recreation oriented. Buy: basic home leaders. Recreation oriented. Buy: basic home 
equipment, furniture, cars, equipment for the equipment, furniture, cars, equipment for the 
mating game; vacations.mating game; vacations.

2.  Newly married 2.  Newly married 
couples: couples: 
Young, no childrenYoung, no children

Highest purchase rate and highest average Highest purchase rate and highest average 
purchase of durables: cars, appliances, purchase of durables: cars, appliances, 
furniture, vacations.furniture, vacations.

3.  Full nest I: 3.  Full nest I: Home purchasing at peak. Liquid assets low. Home purchasing at peak. Liquid assets low. 
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3.  Full nest I: 3.  Full nest I: 
Youngest child under Youngest child under 
sixsix

Home purchasing at peak. Liquid assets low. Home purchasing at peak. Liquid assets low. 
Interested in new products, advertised Interested in new products, advertised 
products. Buy: washers, dryers, TV, baby food, products. Buy: washers, dryers, TV, baby food, 
chest rubs and cough medicines, vitamins, chest rubs and cough medicines, vitamins, 
dolls, wagons, sleds, skates.dolls, wagons, sleds, skates.

4.  Full nest II: 4.  Full nest II: 
Youngest child six or Youngest child six or 
overover

Financial position better. Less influenced by Financial position better. Less influenced by 
advertising. Buy largeradvertising. Buy larger--size packages, size packages, 
multiplemultiple--unit deals. Buy: many foods, cleaning unit deals. Buy: many foods, cleaning 
materials, bicycles, music lessons, pianos.materials, bicycles, music lessons, pianos.



Figure 7.2:  The VALS segmentation system: 
An 8-part typology

�� Groups with High Groups with High 
ResourcesResources
1.1. ActualizersActualizers

2.2. FulfilledsFulfilleds

3.3. AchieversAchievers
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3.3. AchieversAchievers

4.4. ExperiencersExperiencers

�� Groups with Lower Groups with Lower 
ResourcesResources
1.1. BelieversBelievers
2.2. StriversStrivers
3.3. MakersMakers
4.4. StrugglersStrugglers



SRI Consulting Business Intelligence’s Web siteSRI Consulting Business Intelligence’s Web site
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�� Personality and SelfPersonality and Self--ConceptConcept
�� PersonalityPersonality
�� Brand personalityBrand personality

�� SinceritySincerity
�� ExcitementExcitement

Influencing Buyer Behavior
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�� ExcitementExcitement
�� CompetenceCompetence
�� SophisticationSophistication
�� RuggednessRuggedness

�� SelfSelf--conceptconcept
�� Person’s actual selfPerson’s actual self--conceptconcept
�� Ideal selfIdeal self--conceptconcept
�� Others’ selfOthers’ self--conceptconcept



�� Psychological FactorsPsychological Factors
�� MotivationMotivation

�� MotiveMotive

�� Freud’s TheoryFreud’s Theory

Influencing Buyer Behavior
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�� Freud’s TheoryFreud’s Theory
�� LadderingLaddering
�� Projective techniquesProjective techniques



�� Ernest Dichter’s research found:Ernest Dichter’s research found:
�� Consumers resist prunes because prunes are Consumers resist prunes because prunes are 

wrinkled looking and remind people of old age.wrinkled looking and remind people of old age.
�� Men smoke cigars as an adult version of thumb Men smoke cigars as an adult version of thumb 

sucking.sucking.

Influencing Buyer Behavior
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sucking.sucking.
�� Women prefer vegetable shortening to animal Women prefer vegetable shortening to animal 

fats because the latter arouse a sense of guilt fats because the latter arouse a sense of guilt 
over killing animals.over killing animals.

�� Women don’t trust cake mixes unless they Women don’t trust cake mixes unless they 
require adding an egg, because this helps them require adding an egg, because this helps them 
feel they are giving “birth.”feel they are giving “birth.”



�� Maslow’s TheoryMaslow’s Theory

Influencing Buyer Behavior

Figure 7.3:  
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Figure 7.3:  
Maslow’s 
Hierarchy of 
Needs 



�� Herzberg’s TheoryHerzberg’s Theory
�� DissatisfiersDissatisfiers
�� SatisfiersSatisfiers

Influencing Buyer Behavior
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�� PerceptionPerception
�� Selective attentionSelective attention

�� People are more likely to notice stimuli than People are more likely to notice stimuli than 
relate to a current needrelate to a current need

�� People are more likely to notice stimuli than People are more likely to notice stimuli than 

Influencing Buyer Behavior
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�� People are more likely to notice stimuli than People are more likely to notice stimuli than 
they anticipatethey anticipate

�� People are more likely to notice stimuli People are more likely to notice stimuli 
whose deviations are large in relation to the whose deviations are large in relation to the 
normal size of the stimulinormal size of the stimuli

�� Selective distortionSelective distortion
�� Selective retentionSelective retention



�� LearningLearning
�� DriveDrive
�� CuesCues
�� DiscriminationDiscrimination

Influencing Buyer Behavior
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�� DiscriminationDiscrimination

�� Beliefs and AttitudesBeliefs and Attitudes
�� BeliefBelief

�� Spreading activationSpreading activation

�� AttitudeAttitude



The purchase of a product from a Company A The purchase of a product from a Company A 
turns out to be a positive experience. You are turns out to be a positive experience. You are 
looking for a loosely related product, which is also looking for a loosely related product, which is also 
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looking for a loosely related product, which is also looking for a loosely related product, which is also 
offered by Company A. Do you assume that you offered by Company A. Do you assume that you 
will again have a positive experience with will again have a positive experience with 
Company A’s offering, or do you Company A’s offering, or do you 
look for the “best of breed,” look for the “best of breed,” 
regardless of which regardless of which 
company offers it?company offers it?



�� Buying RolesBuying Roles
�� InitiatorInitiator

�� InfluencerInfluencer

The Buying Decision Process
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�� DeciderDecider

�� BuyerBuyer

�� UserUser

�� Buying behaviorBuying behavior



Table 7.3:  Four Types of Buying Behavior 

High InvolvementHigh Involvement Low InvolvementLow Involvement

Significant Differences Significant Differences 
between Brandsbetween Brands

Complex buying Complex buying 
behaviorbehavior

VarietyVariety--seeking seeking 
buying behaviorbuying behavior
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Few Differences between Few Differences between 
BrandsBrands

DissonanceDissonance--reducing reducing 
buying behaviorbuying behavior

Habitual buying Habitual buying 
behaviorbehavior



�� Complex Buying BehaviorComplex Buying Behavior

�� DissonanceDissonance--Reducing Buyer BehaviorReducing Buyer Behavior

�� Habitual Buying BehaviorHabitual Buying Behavior

The Buying Decision Process
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�� Habitual Buying BehaviorHabitual Buying Behavior

�� VarietyVariety--Seeking Buying BehaviorSeeking Buying Behavior



�� How marketers learn about the stages:How marketers learn about the stages:
�� Introspective methodIntrospective method
�� Retrospective methodRetrospective method
�� Prospective methodProspective method

Stages in the Buying 
Decision Process
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�� Prescriptive methodPrescriptive method

�� Understanding by mapping the customer’sUnderstanding by mapping the customer’s
�� Consumption systemConsumption system
�� Customer activity cycleCustomer activity cycle
�� Customer scenarioCustomer scenario

�� MetamarketMetamarket
�� MetamediariesMetamediaries



The Edmunds.com home page shows the variety of The Edmunds.com home page shows the variety of 
services this Web company offers those shopping services this Web company offers those shopping 
for a car.for a car.
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�� Problem recognitionProblem recognition
�� Information searchInformation search

�� Personal sourcesPersonal sources

Stages of the Buying 
Decision Process

Figure 7.4:  
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�� Personal sourcesPersonal sources

�� Commercial sourcesCommercial sources

�� Public sourcesPublic sources

�� Experiential sourcesExperiential sources

Figure 7.4:  
Five-Stage 
Model of the 
Consumer 
Buying 
Process



Figure 7.5:  Successive Sets Involved in Customer 
Decision Making 
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�� Evaluation of AlternativesEvaluation of Alternatives
�� Potential Attributes of interestPotential Attributes of interest

�� CamerasCameras
�� HotelsHotels

The Buying Decision Process
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�� HotelsHotels
�� MouthwashMouthwash
�� TiresTires

�� Brand beliefsBrand beliefs

�� Brand imageBrand image



Table 7.4:  A Consumer’s Brand Beliefs 
about Computers 

ComputerComputer AttributeAttribute

Memory Memory 
CapacityCapacity

Graphics Graphics 
CapabilityCapability

Size and Size and 
WeightWeight PricePrice

AA 1010 88 66 44
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BB 88 99 88 33

CC 66 88 1010 55

DD 44 33 77 88



�� Strategies designed to stimulate interest in a Strategies designed to stimulate interest in a 
computercomputer
�� Redesign the computerRedesign the computer
�� Alter beliefs about the brandAlter beliefs about the brand

The Buying Decision Process
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�� Alter beliefs about the brandAlter beliefs about the brand
�� Alter beliefs about competitors’ brandsAlter beliefs about competitors’ brands
�� Alter the importance weightsAlter the importance weights
�� Call attention to neglected attributesCall attention to neglected attributes
�� Shift the buyer’s ideasShift the buyer’s ideas



�� Purchase DecisionPurchase Decision

Figure 7.6: Steps Between Evaluation of 
Alternatives and a purchase decision 

The Buying Decision Process
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�� InformediariesInformediaries
�� Consumer ReportsConsumer Reports
�� ZagatsZagats

�� Unanticipated situational factorsUnanticipated situational factors
�� Perceived riskPerceived risk

The Buying Decision Process
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�� Perceived riskPerceived risk
�� Brand decisionBrand decision
�� Vendor decisionVendor decision
�� Quantity decisionQuantity decision
�� Timing decisionTiming decision
�� PaymentPayment--method decisionmethod decision



�� Postpurchase BehaviorPostpurchase Behavior
�� Postpurchase SatisfactionPostpurchase Satisfaction

�� DisappointedDisappointed
�� SatisfiedSatisfied

The Buying Decision Process
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�� SatisfiedSatisfied
�� DelightedDelighted

�� Postpurchase ActionsPostpurchase Actions
�� Postpurchase Use and DisposalPostpurchase Use and Disposal



Figure 7.7: How Customers Dispose of Products 
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�� Other Models of the Buying Decision Other Models of the Buying Decision 
ProcessProcess
�� Health ModelHealth Model

�� Stages of Change ModelStages of Change Model

The Buying Decision Process
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�� Stages of Change ModelStages of Change Model
�� PrecontemplationPrecontemplation
�� ContemplationContemplation
�� PreparationPreparation
�� ActionAction
�� MaintenanceMaintenance

�� Customer Activity Cycle ModelCustomer Activity Cycle Model
�� Pre, during and post phasesPre, during and post phases



Figure 7.8: 
Activity cycle 
for IBM 
customers in 
the global 
electronic 
networking 
capability 
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capability 
market space



Figure 7.9: 
Value adds 
for IBM 
customers in 
the global 
electronic 
networking 
capability 
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capability 
market space 



Chapter 8Chapter 8
Analyzing Business Markets Analyzing Business Markets 
and Business Buying and Business Buying 
BehaviorBehavior
byby
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byby

PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
Many businesses Many businesses 
are wisely are wisely 
turning their turning their 
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turning their turning their 
suppliers and suppliers and 
distributors into distributors into 
valued partners.valued partners.



Chapter Objectives
�� In this chapter, we focus on six questions:In this chapter, we focus on six questions:

�� What is the business market, and how does it What is the business market, and how does it 
differ from the consumer market?differ from the consumer market?

�� What buying situations do organizational buyers What buying situations do organizational buyers 
face?face?
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face?face?
�� Who participates in the business buying process?Who participates in the business buying process?
�� What are the major influences on organizational What are the major influences on organizational 

buyers?buyers?
�� How do business buyers make their decisions?How do business buyers make their decisions?
�� How do institutions and government agencies do How do institutions and government agencies do 

their buying?their buying?



What is Organizational 
Buying?

�� Organizational buyingOrganizational buying

�� The business market versus the consumer The business market versus the consumer 
marketmarket
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marketmarket
�� Business marketBusiness market

�� Fewer buyersFewer buyers
�� Larger buyersLarger buyers
�� Close supplierClose supplier--customer relationshipcustomer relationship
�� Geographically concentrated buyersGeographically concentrated buyers



What is Organizational 
Buying?

�� Derived demandDerived demand
�� Inelastic demandInelastic demand
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�� Fluctuating demandFluctuating demand
�� Professional purchasingProfessional purchasing



Blue Shield of California’s mylifepathBlue Shield of California’s mylifepath
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What is Organizational 
Buying?

�� Several buying influencesSeveral buying influences
�� Multiple sales callsMultiple sales calls
�� Directed purchasingDirected purchasing
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�� Directed purchasingDirected purchasing
�� ReciprocityReciprocity
�� LeasingLeasing



If you were tasked with marketing a If you were tasked with marketing a 
product or service to an organization, product or service to an organization, 
would you attempt to initially contact the would you attempt to initially contact the 
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would you attempt to initially contact the would you attempt to initially contact the 
purchasing departmentpurchasing department, or , or potential potential 
usersusersof your company’s offerings? Why?  of your company’s offerings? Why?  
Would the product youWould the product you
were selling make a were selling make a 
difference?  Why?difference?  Why?



What is Organizational 
Buying?

�� Buying SituationsBuying Situations
�� Straight rebuyStraight rebuy
�� Modified rebuyModified rebuy
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�� New TaskNew Task

�� Systems Buying and SellingSystems Buying and Selling
�� Systems buyingSystems buying
�� Turnkey solutionTurnkey solution
�� Systems sellingSystems selling



What are some of the benefits to an What are some of the benefits to an 
organization that can be derived organization that can be derived 
from a from a single source solutionsingle source solution, or a , or a 
systems buyingsystems buyingarrangement with a arrangement with a 
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systems buyingsystems buyingarrangement with a arrangement with a 
prime contractor? What are some of prime contractor? What are some of 
the potential pitfalls? What the potential pitfalls? What 
can the company do to can the company do to 
protect itself from protect itself from 
these hazards?these hazards?



Participants in the Business 
Buying Process

�� The Buying CenterThe Buying Center
�� InitiatorsInitiators
�� UsersUsers
�� InfluencersInfluencers
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�� InfluencersInfluencers
�� DecidersDeciders
�� ApproversApprovers
�� BuyersBuyers
�� GatekeepersGatekeepers

�� Key buying influencersKey buying influencers
�� Multilevel inMultilevel in--depth sellingdepth selling



Figure 8-1:  Major Influences on 
Industrial Buying Behavior
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Major Influences on Buying 
Decisions

�� Environmental FactorsEnvironmental Factors
�� Organizational FactorsOrganizational Factors

�� PurchasingPurchasing--Department UpgradingDepartment Upgrading
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�� PurchasingPurchasing--Department UpgradingDepartment Upgrading
�� CrossCross--Functional RolesFunctional Roles
�� Centralized PurchasingCentralized Purchasing
�� Decentralized Purchasing of SmallDecentralized Purchasing of Small--Ticket Ticket 

ItemsItems
�� Internet PurchasingInternet Purchasing



The eThe e--hub Plastics.com home page offers buyers and  hub Plastics.com home page offers buyers and 
sellers of plastics a marketplace plus news and sellers of plastics a marketplace plus news and 
informationinformation
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Covisint’s Web site offers both services and Covisint’s Web site offers both services and 
informationinformation
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Major Influences on Buying 
Decisions

�� Other Organizational FactorsOther Organizational Factors
�� LongLong--Term ContractsTerm Contracts

�� VendorVendor--managed inventorymanaged inventory
�� Continuous replenishment programsContinuous replenishment programs
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�� Continuous replenishment programsContinuous replenishment programs

�� PurchasingPurchasing--Performance Evaluation and Buyers’ Performance Evaluation and Buyers’ 
Professional DevelopmentProfessional Development

�� Improved Supply Chain ManagementImproved Supply Chain Management
�� Lean ProductionLean Production

�� JustJust--inin--timetime



Major Influences on Buying 
Decisions

�� Interpersonal and Individual FactorsInterpersonal and Individual Factors
�� Cultural FactorsCultural Factors

�� FranceFrance
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�� FranceFrance

�� GermanyGermany

�� JapanJapan

�� KoreaKorea

�� Latin AmericaLatin America



The Purchasing/ 
Procurement Process
�� Incentive to purchaseIncentive to purchase

�� Three Company Purchasing OrientationsThree Company Purchasing Orientations
�� Buying OrientationBuying Orientation

�� CommoditizationCommoditization
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�� CommoditizationCommoditization
�� MultisourcingMultisourcing

�� Procurement OrientationProcurement Orientation
�� Materials requirement planning (MRP)Materials requirement planning (MRP)

�� Supply Chain Management OrientationSupply Chain Management Orientation



The Purchasing/ 
Procurement Process

�� Types of Purchasing ProcessesTypes of Purchasing Processes
�� Routine productsRoutine products

�� Leverage productsLeverage products
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�� Leverage productsLeverage products

�� Strategic productsStrategic products

�� Bottleneck productsBottleneck products



The Purchasing/ 
Procurement Process
�� Stages in the Buying ProcessStages in the Buying Process

�� Problem RecognitionProblem Recognition
�� General Need Description and General Need Description and 

Product SpecificationProduct Specification
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Product SpecificationProduct Specification
�� Product value analysisProduct value analysis

�� Supplier SearchSupplier Search
�� Vertical hubsVertical hubs
�� Functional hubsFunctional hubs
�� Direct external links to major suppliersDirect external links to major suppliers
�� Buying alliancesBuying alliances

�� Company buying sitesCompany buying sites
�� Request for proposals (RFPs)Request for proposals (RFPs)



Table 8.1: Buygrid Framework: Major Stages (Buyphas es) of the 
Industrial Buying Process in Relation to Major Buyi ng Situations 

(Buyclasses)

BuyclassesBuyclasses

NewNew ModifiedModified StraightStraight

TaskTask RebuyRebuy RebuyRebuy

1. Problem recognition1. Problem recognition YesYes MaybeMaybe NoNo

2. General need description2. General need description YesYes MaybeMaybe NoNo
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2. General need description2. General need description YesYes MaybeMaybe NoNo

3. Product specification3. Product specification YesYes YesYes YesYes

BuyphasesBuyphases 4. Supplier search4. Supplier search YesYes MaybeMaybe NoNo

5. Proposal solicitation5. Proposal solicitation YesYes MaybeMaybe NoNo

6. Supplier selection6. Supplier selection YesYes MaybeMaybe NoNo

7. Order7. Order--routine specificationroutine specification YesYes MaybeMaybe NoNo

8. Performance review8. Performance review YesYes YesYes YesYes



The Purchasing/ 
Procurement Process

�� General Need Description and General Need Description and 
Product SpecificationProduct Specification
�� Product value analysisProduct value analysis

�� Supplier SearchSupplier Search
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�� Supplier SearchSupplier Search
�� Vertical hubsVertical hubs
�� Functional hubsFunctional hubs
�� Direct extranet links to Direct extranet links to 

major suppliersmajor suppliers
�� Buying alliancesBuying alliances

�� Company buying sitesCompany buying sites
�� Request for proposals (RFPs)Request for proposals (RFPs)



The Purchasing/ 
Procurement Process

�� Proposal SolicitationProposal Solicitation

�� Supplier SelectionSupplier Selection
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Table 8-2: An Example of Vendor Analysis

AttributesAttributes Rating ScaleRating Scale

ImportanceImportance
WeightsWeights

PoorPoor
(1)(1)

FairFair
(2)(2)

GoodGood
(3)(3)

ExcellentExcellent
(4)(4)

PricePrice .30.30 xx

Supplier reputationSupplier reputation .20.20 xx
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Supplier reputationSupplier reputation .20.20 xx

Product reliabilityProduct reliability .30.30 xx

Service reliabilityService reliability .10.10 xx

Supplier FlexibilitySupplier Flexibility .10.10 xx

Total score: .30(4) + .20(3) + .30(4) + .10(2) + .1 0(3) = 3.5Total score: .30(4) + .20(3) + .30(4) + .10(2) + .1 0(3) = 3.5



The Purchasing/ 
Procurement Process
�� Customer value assessmentCustomer value assessment
�� RoutineRoutine--order productsorder products
�� ProceduralProcedural--problem productsproblem products
�� PoliticalPolitical--problem productsproblem products
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�� PoliticalPolitical--problem productsproblem products

�� OrderOrder--Routine SpecificationRoutine Specification
�� Blanket contractBlanket contract
�� Stockless purchase plansStockless purchase plans

�� Performance ReviewPerformance Review
�� Buyflow mapBuyflow map



Figure 8-2:  Major Influences on 
Industrial Buying Behavior
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Institutional and 
Government Markets
�� Institutional marketInstitutional market
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Chapter 9Chapter 9
Dealing with the Dealing with the 
CompetitionCompetition
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
Poor firms ignore Poor firms ignore 
their competitors; their competitors; 
average firms copy average firms copy 
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average firms copy average firms copy 
their competitors; their competitors; 
winning firms lead winning firms lead 
their competitors.their competitors.



�� In this chapter, we focus on five things In this chapter, we focus on five things 
companies need to know about their companies need to know about their 
competition:competition:
�� Who the primary competitors areWho the primary competitors are
�� How to ascertain their strategies, objectives, How to ascertain their strategies, objectives, 

strengths and weaknesses, and reaction strengths and weaknesses, and reaction 

Chapter Objectives
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strengths and weaknesses, and reaction strengths and weaknesses, and reaction 
patternspatterns

�� How to design a competitive intelligence systemHow to design a competitive intelligence system
�� Whether to position as market leader, Whether to position as market leader, 

challenger, follower, or nicherchallenger, follower, or nicher
�� How to balance a customer versus How to balance a customer versus 

competitor orientationcompetitor orientation



Figure 9-1:  Five Forces Determining 
Segment Structural Attractiveness

Competitive Forces

Threat of:Threat of:
1.1. intense segment intense segment 

rivalryrivalry
2.2. new entrantsnew entrants
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2.2. new entrantsnew entrants
3.3. substitute productssubstitute products
�� buyers’ growing buyers’ growing 

bargaining powerbargaining power
�� suppliers’ growing suppliers’ growing 

bargaining bargaining 
powerpower



Figure 9-2:  Barriers and Profitability
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GetThere.com, launched as the Internet Travel Netwo rk GetThere.com, launched as the Internet Travel Netwo rk 
in 1995, was the first company to book trips over t he in 1995, was the first company to book trips over t he 
WebWeb
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Identifying Competitors
�� Industry Concept of CompetitionIndustry Concept of Competition

�� IndustryIndustry

�� Number of Sellers and Number of Sellers and 
Degree of DifferentiationDegree of Differentiation
�� Pure monopolyPure monopoly
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�� Pure monopolyPure monopoly
�� OligopolyOligopoly

�� Pure oligopolyPure oligopoly
�� Differentiated oligopolyDifferentiated oligopoly

�� Monopolistic competitionMonopolistic competition
�� Pure competitionPure competition



Identifying Competitors
�� Entry, Mobility, Exit BarriersEntry, Mobility, Exit Barriers

�� Entry barriersEntry barriers
�� Mobility barriersMobility barriers
�� Exit barriersExit barriers

�� Cost StructureCost Structure
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�� Cost StructureCost Structure

�� Degree of Vertical IntegrationDegree of Vertical Integration
�� Vertical integrationVertical integration

�� Degree of GlobalizationDegree of Globalization

�� Market Concept of CompetitionMarket Concept of Competition



�� ObjectivesObjectives
Figure 9-5:  A Competitor’s Expansion Plans

Analyzing Competitors
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Analyzing Competitors

�� Strengths and WeaknessesStrengths and Weaknesses
�� DominantDominant

�� StrongStrong
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�� StrongStrong

�� FavorableFavorable

�� TenableTenable

�� WeakWeak

�� NonviableNonviable



Table 9-1:  Customer’s Ratings of Competitors on 
Key Success Factors

Customer Customer 
AwarenessAwareness

Product Product 
QualityQuality

Product Product 
AvailabilityAvailability

Technical Technical 
AssistanceAssistance

Selling Selling 
StaffStaff

Competitor ACompetitor A EE EE PP PP GG

Competitor BCompetitor B GG GG EE GG EE
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Competitor BCompetitor B GG GG EE GG EE

Competitor CCompetitor C FF PP GG FF FF

Note: E = excellent, G = good, F = fair, P = poor.Note: E = excellent, G = good, F = fair, P = poor.



Analyzing Competitors

�� Three Variables to Monitor Three Variables to Monitor 
When Analyzing Competitors:When Analyzing Competitors:
�� Share of marketShare of market
�� Share of mindShare of mind
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�� Share of mindShare of mind
�� Share of heartShare of heart



Table 9-2:  Market Share, Mind Share, and Heart Sha re

Market ShareMarket Share Mind ShareMind Share Heart ShareHeart Share

20002000 20012001 20022002 20002000 20012001 20022002 20002000 20012001 20022002

Competitor ACompetitor A 50%50% 47%47% 44%44% 60%60% 58%58% 54%54% 45%45% 42%42% 39%39%
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Competitor ACompetitor A 50%50% 47%47% 44%44% 60%60% 58%58% 54%54% 45%45% 42%42% 39%39%

Competitor BCompetitor B 3030 3434 3737 3030 3131 3535 4444 4747 5353

Competitor CCompetitor C 2020 1919 1919 1010 1111 1111 1111 1111 88



�� Reaction PatternsReaction Patterns
1. If competitors are nearly identical and make their living the 1. If competitors are nearly identical and make their living the 

same way, then their competitive equilibrium is unstable.same way, then their competitive equilibrium is unstable.
2. If a single major factor is the critical factor, then the 2. If a single major factor is the critical factor, then the 

competitive equilibrium is unstable.competitive equilibrium is unstable.
3. If multiple factors may be critical factors, then it is possible 3. If multiple factors may be critical factors, then it is possible 

for each competitor to have some advantage and be for each competitor to have some advantage and be 
differentially attractive to some customers. The more differentially attractive to some customers. The more 

Analyzing Competitors
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differentially attractive to some customers. The more differentially attractive to some customers. The more 
factors that may provide an advantage, the more factors that may provide an advantage, the more 
competitors who can coexist. Competitors all have their competitors who can coexist. Competitors all have their 
segment, defined by the preference for the factor tradesegment, defined by the preference for the factor trade--offs offs 
they offer.they offer.

4. The fewer the number of critical competitive variables, the 4. The fewer the number of critical competitive variables, the 
fewer the number of competitors.fewer the number of competitors.

5. A ratio of 2 to 1 in market share between any two 5. A ratio of 2 to 1 in market share between any two 
competitors seems to be the equilibrium point at which it is competitors seems to be the equilibrium point at which it is 
neither practical nor advantageous for either competitor to neither practical nor advantageous for either competitor to 
increase or decrease share.increase or decrease share.



For many years, the major national broadcast For many years, the major national broadcast 
television networks shared 100% of the market, and television networks shared 100% of the market, and 
traded market share back and forth periodically.  traded market share back and forth periodically.  
During the last two decades, the emergence of During the last two decades, the emergence of 
nationally available cable programming, and the rise nationally available cable programming, and the rise 
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nationally available cable programming, and the rise nationally available cable programming, and the rise 
of rival broadcast networks like Fox, UPN, and WB of rival broadcast networks like Fox, UPN, and WB 
have increasingly cut into the market share of the have increasingly cut into the market share of the 
“big three.”  What steps would you “big three.”  What steps would you 
recommend that the “big three” recommend that the “big three” 
networks take to stop or slow networks take to stop or slow 
this loss of market share?this loss of market share?



Designing The Competitive 
Intelligence System

�� Four Main StepsFour Main Steps
�� Setting Up the SystemSetting Up the System
�� Collecting the DataCollecting the Data
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�� Collecting the DataCollecting the Data
�� Evaluating and Analyzing the DataEvaluating and Analyzing the Data
�� Disseminating Information and RespondingDisseminating Information and Responding



Designing The Competitive 
Intelligence System

�� Selecting CompetitorsSelecting Competitors
�� Customer Value Analysis (CVA)Customer Value Analysis (CVA)

�� Customer Value = Customer Benefits Customer Value = Customer Benefits ––
Customer CostsCustomer Costs
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Customer CostsCustomer Costs
�� Customer Benefits = product benefits, service Customer Benefits = product benefits, service 

benefits, personnel benefits, image benefitsbenefits, personnel benefits, image benefits
�� Customer Costs = purchase price, acquisition Customer Costs = purchase price, acquisition 

costs, usage costs, maintenance costs, ownership costs, usage costs, maintenance costs, ownership 
costs, disposal costscosts, disposal costs



What do you see as the potential impact of the What do you see as the potential impact of the 
availability of information via the Internet on the availability of information via the Internet on the 
design of competitive intelligence systems? What design of competitive intelligence systems? What 
problems could be caused by the inability of the problems could be caused by the inability of the 
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problems could be caused by the inability of the problems could be caused by the inability of the 
average computer user to verify the accuracy of average computer user to verify the accuracy of 
data from the web? What impact will emerging data from the web? What impact will emerging 
database technologies like database technologies like 
texttext--based data mining have based data mining have 
in competitive intelligence in competitive intelligence 
systems?systems?



Table 9-3:  Customer Cost of Three Brands

AA BB CC

PricePrice $100$100 $ 90$ 90 $ 80$ 80

Acquisition costsAcquisition costs 1515 2525 3030

Usage costsUsage costs 44 77 1010
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Maintenance Maintenance 
costscosts

22 33 77

Ownership costsOwnership costs 33 33 55

Disposal costsDisposal costs 66 55 88

Total costsTotal costs $130$130 $135$135 $140$140



Designing The Competitive 
Intelligence System

�� Major Steps in Customer Value Analysis:Major Steps in Customer Value Analysis:
1. Identify the major attributes customers value.1. Identify the major attributes customers value.
2. Assess the quantitative importance 2. Assess the quantitative importance 
of the different attributes.of the different attributes.

www.bookfiesta4u.com

1-272

3. Assess the companies’ and competitors’ 3. Assess the companies’ and competitors’ 
performances on the different customer performances on the different customer 
values against their rated importance.values against their rated importance.
4. Examine how customers in a specific 4. Examine how customers in a specific 
segment rate the company’s performance segment rate the company’s performance 
against a specific major competitor on an against a specific major competitor on an 
attributeattribute--byby--attribute basis.attribute basis.
5. Monitor customer values over time.5. Monitor customer values over time.



�� Classes of CompetitorsClasses of Competitors
�� Strong versus WeakStrong versus Weak

Designing The Competitive 
Intelligence System
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�� Close versus DistantClose versus Distant
�� “Good” versus “Bad”“Good” versus “Bad”



Figure 9-6:  
Hypothetical 
Market 

Designing Competitive 
Strategies
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Market 
Structure



Designing Competitive 
Strategies

�� MarketMarket--Leader StrategiesLeader Strategies
�� Expanding the Total MarketExpanding the Total Market

�� New UsersNew Users
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�� New UsersNew Users
�� MarketMarket--penetration strategypenetration strategy
�� NewNew--market segment strategymarket segment strategy
�� GeographicalGeographical--expansion strategyexpansion strategy

�� New UsesNew Uses
�� More UsageMore Usage

�� Defending Market ShareDefending Market Share



IGT’s home page focuses on customer serviceIGT’s home page focuses on customer service
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�� Defense StrategiesDefense Strategies
�� Position DefensePosition Defense
�� Flank DefenseFlank Defense
�� Preemptive DefensePreemptive Defense
�� Counteroffensive DefenseCounteroffensive Defense

Designing Competitive Strategies
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�� Mobile DefenseMobile Defense
�� Market broadeningMarket broadening
�� Principle of the objectivePrinciple of the objective
�� Principle of massPrinciple of mass
�� Market diversificationMarket diversification

�� Contraction DefenseContraction Defense
�� Planned contraction Planned contraction 

(Strategic withdrawal)(Strategic withdrawal)



Designing Competitive 
Strategies

�� Two Case Studies: Two Case Studies: 
Procter & Gamble Procter & Gamble 
and Caterpillarand Caterpillar
�� Proctor & GambleProctor & Gamble
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�� Proctor & GambleProctor & Gamble
�� Customer knowledgeCustomer knowledge
�� LongLong--term outlookterm outlook
�� Product innovationProduct innovation
�� Quality strategyQuality strategy
�� LineLine--extension strategyextension strategy



Designing Competitive 
Strategies

�� BrandBrand--extension strategyextension strategy
�� Multibrand strategyMultibrand strategy
�� Heavy advertising and Heavy advertising and 

media pioneermedia pioneer
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media pioneermedia pioneer
�� Aggressive sales forceAggressive sales force
�� Effective sales promotionEffective sales promotion
�� Competitive toughnessCompetitive toughness
�� Manufacturing efficiency Manufacturing efficiency 

and cost cuttingand cost cutting
�� BrandBrand--management systemmanagement system



Designing Competitive 
Strategies

�� MarketMarket--Challenger StrategiesChallenger Strategies
�� Defining the Strategic Objective and Defining the Strategic Objective and 

Opponent(s)Opponent(s)
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Opponent(s)Opponent(s)
�� It can attack the market leaderIt can attack the market leader
�� It can attack firms of its own size that are not It can attack firms of its own size that are not 

doing the job and are underfinanceddoing the job and are underfinanced
�� It can attack small local and regional firmsIt can attack small local and regional firms

�� Choosing a General Attack StrategyChoosing a General Attack Strategy



Figure 9-10:  Attack Strategies
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Swedish firm SCA’s www.libero.se site creates a dia logue with Swedish firm SCA’s www.libero.se site creates a dia logue with 
expectant and new parents and even allows users to send expectant and new parents and even allows users to send 
pictures, brief stories, and child wish list to fam ily all over the pictures, brief stories, and child wish list to fam ily all over the 
world.world.
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Designing Competitive 
Strategies

�� Choosing a Specific Attack Choosing a Specific Attack 
StrategyStrategy
�� PricePrice--discountdiscount
�� Lower price goodsLower price goods
�� Prestige goodsPrestige goods
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�� Prestige goodsPrestige goods
�� Product proliferationProduct proliferation
�� Product innovationProduct innovation
�� Improved servicesImproved services
�� Distribution innovationDistribution innovation
�� Manufacturing cost reductionManufacturing cost reduction
�� Intensive advertising promotionIntensive advertising promotion



Designing Competitive 
Strategies

�� MarketMarket--Follower StrategiesFollower Strategies
�� Innovative imitation Innovative imitation 

(Product imitation)(Product imitation)
�� Product innovationProduct innovation
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�� Product innovationProduct innovation
�� Four Broad Strategies:Four Broad Strategies:

�� CounterfeiterCounterfeiter
�� ClonerCloner
�� ImitatorImitator
�� AdapterAdapter



Designing Competitive 
Strategies

�� MarketMarket--Nicher StrategiesNicher Strategies
�� High margin versus high High margin versus high 

volumevolume
�� Nicher Specialist RolesNicher Specialist Roles
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�� Nicher Specialist RolesNicher Specialist Roles
�� EndEnd--user specialistuser specialist

�� ValueValue--added reselleradded reseller

�� VerticalVertical--level specialistlevel specialist
�� CustomerCustomer--size specialistsize specialist
�� SpecificSpecific--customer specialistcustomer specialist
�� Geographic specialistGeographic specialist
�� Product or productProduct or product--line line 

specialistspecialist

�� ProductProduct--feature feature 
specialistspecialist

�� JobJob--shop specialistshop specialist
�� QualityQuality--price specialistprice specialist
�� Service specialistService specialist
�� Channel specialistChannel specialist



Balancing Customer and 
Competitor Orientations
��CompetitorCompetitor--centered companycentered company
��CustomerCustomer--centered companycentered company
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Chapter 10  Chapter 10  
Identifying Market Identifying Market 
Segments and Selecting Segments and Selecting 
Target MarketsTarget Markets
byby
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byby

PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Kotler on 
Marketing
“Don’t buy “Don’t buy 
market share. market share. 
Figure out Figure out 
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Figure out Figure out 
how to earn how to earn 
it.”it.”



Chapter Objectives
�� We focus on the following questions:We focus on the following questions:

�� How can a company How can a company 
identify the segments identify the segments 
that make up a that make up a 
market?market?
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market?market?
�� What criteria can What criteria can 

a company use to a company use to 
choose the most choose the most 
attractive target attractive target 
markets?markets?



Target Marketing
�� Target marketing requires marketers to Target marketing requires marketers to 

take three major steps:take three major steps:
�� Identify and profile distinct groups of buyers Identify and profile distinct groups of buyers 

who differ in their needs and preferences who differ in their needs and preferences 
(market segmentation).(market segmentation).
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(market segmentation).(market segmentation).
�� Select one or more market segments to enter Select one or more market segments to enter 

(market targeting).(market targeting).
�� For each target segment, establish and For each target segment, establish and 

communicate the key distinctive benefit(s) of communicate the key distinctive benefit(s) of 
the company’s market offering (market the company’s market offering (market 
positioning).positioning).



Levels and Patterns of 
Market Segmentation

�� Levels of Market SegmentationLevels of Market Segmentation
�� Mass marketingMass marketing
�� MicromarketingMicromarketing

�� Segment marketingSegment marketing
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�� Segment marketingSegment marketing
�� Market segmentMarket segment
�� SectorSector
�� Flexible market offeringFlexible market offering

�� Naked solutionNaked solution
�� Discretionary optionsDiscretionary options



Levels and Patterns of 
Market Segmentation

�� Niche MarketingNiche Marketing
�� NicheNiche

�� Local MarketingLocal Marketing
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�� Individual Customer MarketingIndividual Customer Marketing
�� MassMass--customizationcustomization
�� ChoiceboardChoiceboard
�� CustomerizationCustomerization

�� SegmentsSegments
�� IndividualsIndividuals



Levels and Patterns of 
Market Segmentation

�� Patterns for Market SegmentationPatterns for Market Segmentation
�� Preference segmentsPreference segments

�� Homogeneous preferencesHomogeneous preferences
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�� Homogeneous preferencesHomogeneous preferences
�� Diffused preferencesDiffused preferences
�� Clustered preferencesClustered preferences

�� Natural market segmentsNatural market segments
�� Concentrated marketingConcentrated marketing



Levels and Patterns of 
Market Segmentation

�� Market Segmentation ProcedureMarket Segmentation Procedure
�� NeedsNeeds--based market based market 

segmentation approachsegmentation approach
�� Market partitioningMarket partitioning
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�� Market partitioningMarket partitioning
�� BrandBrand--dominant dominant 

hierarchyhierarchy
�� NationNation--dominant dominant 

hierarchyhierarchy



ChemStation’s Web site offers customers solutions ChemStation’s Web site offers customers solutions 
to their problems, not just products.to their problems, not just products.
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Table 10-1:  Steps in Segmentation Process
DescriptionDescription

1. Needs1. Needs--Based Based 
SegmentationSegmentation

Group customers into segments based on similar Group customers into segments based on similar 
needs and benefits sought by customer in solving needs and benefits sought by customer in solving 
a particular consumption problem.a particular consumption problem.

2. Segment 2. Segment 
IdentificationIdentification

For each needsFor each needs--based segment, determine which based segment, determine which 
demographics, lifestyles, and usage behaviors demographics, lifestyles, and usage behaviors 
make the segment distinct and identifiable make the segment distinct and identifiable 
(actionable).(actionable).

3. Segment 3. Segment Using predetermined segment attractiveness Using predetermined segment attractiveness 

www.bookfiesta4u.com

1-296

3. Segment 3. Segment 
AttractivenessAttractiveness

Using predetermined segment attractiveness Using predetermined segment attractiveness 
criteria (such as market growth, competitive criteria (such as market growth, competitive 
intensity, and market access), determine the intensity, and market access), determine the 
overall attractiveness of each segment.overall attractiveness of each segment.

4. Segment Profitability4. Segment Profitability Determine segment profitabi lity.Determine segment profitability.

5. Segment Positioning5. Segment Positioning For each segment, create a “va lue proposition” For each segment, create a “value proposition” 
and productand product--price positioning strategy based on price positioning strategy based on 
that segment’s unique customer needs and that segment’s unique customer needs and 
characteristics.characteristics.

See text for complete table



Levels and Patterns of 
Market Segmentation

�� Effective SegmentationEffective Segmentation
�� MeasurableMeasurable

�� SubstantialSubstantial
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�� SubstantialSubstantial

�� AccessibleAccessible

�� DifferentiableDifferentiable

�� ActionableActionable



Segmenting Consumer and 
Business Markets

�� Bases for Segmenting Bases for Segmenting 
Consumer MarketsConsumer Markets
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Table 10-2:  Major Segmentation Variables 
for Consumer Markets

GeographicGeographic
RegionRegion Pacific, Mountain, West North Central, West South Pacific, Mountain, West North Central, West South 

Central, East North Central, East South Central, Central, East North Central, East South Central, 
South Atlantic, Middle Atlantic, New EnglandSouth Atlantic, Middle Atlantic, New England

City or metro sizeCity or metro size Under 5,000; 5,000Under 5,000; 5,000--20,000; 20,00020,000; 20,000--50,000; 50,00050,000; 50,000--
100,000; 100,000100,000; 100,000--250,000; 250,000250,000; 250,000--500,000; 500,000; 
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500,000500,000--1,000,000; 1,000,0001,000,000; 1,000,000--4,000,000; 4,000,000 4,000,000; 4,000,000 
or overor over

DensityDensity Urban, suburban, ruralUrban, suburban, rural

ClimateClimate Northern southernNorthern southern

DemographicDemographic
AgeAge Under 6, 6Under 6, 6--11, 1211, 12--19, 2019, 20--34, 3534, 35--49, 5049, 50--64, 65+64, 65+

Family sizeFamily size 11--2, 32, 3--4, 5+4, 5+

See text for complete table



Segmenting Consumer and 
Business Markets

�� Bases for Segmenting Consumer MarketsBases for Segmenting Consumer Markets
�� Geographic SegmentationGeographic Segmentation

�� Demographic SegmentationDemographic Segmentation
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�� Demographic SegmentationDemographic Segmentation
�� Age and LifeAge and Life--Cycle Cycle 

StageStage



An easily identifiable demographic group An easily identifiable demographic group 
which is often targeted by marketers is which is often targeted by marketers is 
college students. Do you think this is college students. Do you think this is 
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college students. Do you think this is college students. Do you think this is 
influenced more by a common economic influenced more by a common economic 
status of the target group, geographic status of the target group, geographic 
concentration of a specific concentration of a specific 
age group, or some age group, or some 
other factor(s)? other factor(s)? 



Sega’s homepage: Not just gamesSega’s homepage: Not just games
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Segmenting Consumer and 
Business Markets

�� Life StageLife Stage
�� GenderGender
�� IncomeIncome
�� GenerationGeneration
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�� The Depression CohortThe Depression Cohort
�� The World War II CohortThe World War II Cohort
�� The PostThe Post--War CohortWar Cohort
�� LeadingLeading--Edge Edge 

Baby Boomer CohortBaby Boomer Cohort
�� TrailingTrailing--Edge Edge 

Baby Boomer CohortBaby Boomer Cohort
�� Generation X CohortGeneration X Cohort
�� The Generation Y CohortThe Generation Y Cohort



Segmenting Consumer and 
Business Markets

�� Lifestage Analytic MatrixLifestage Analytic Matrix
�� LifestagesLifestages
�� PhysiographicsPhysiographics
�� Emotional effectsEmotional effects
�� SocioeconomicsSocioeconomics
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�� SocioeconomicsSocioeconomics

�� Social ClassSocial Class

�� Psychographic SegmentationPsychographic Segmentation
�� LifestyleLifestyle

�� TimeTime--constrainedconstrained
�� multitaskingmultitasking

�� MoneyMoney--constrainedconstrained



Improvements in both the average standard Improvements in both the average standard 
of living and in health care have had of living and in health care have had 
profound effects in the industrialized world profound effects in the industrialized world 
during the last two generations. Other than during the last two generations. Other than 
an increase in the average life expectancy for an increase in the average life expectancy for 
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an increase in the average life expectancy for an increase in the average life expectancy for 
both men and women, what effects has this both men and women, what effects has this 
trend toward longer and trend toward longer and 
healthier lives in general had healthier lives in general had 
on the traditional life stage on the traditional life stage 
assumptions that marketers assumptions that marketers 
make?make?



Segmenting Consumer and 
Business Markets

�� PersonalityPersonality
�� “Brand personality” examples:“Brand personality” examples:

�� SincereSincere
�� ExcitingExciting
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�� ExcitingExciting
�� CompetentCompetent
�� SophisticatedSophisticated
�� RuggedRugged

�� ValuesValues
�� Core valuesCore values



Segmenting Consumer and 
Business Markets

�� Behavioral SegmentationBehavioral Segmentation
�� OccasionsOccasions

�� Critical life events or transitionsCritical life events or transitions

�� BenefitsBenefits
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�� BenefitsBenefits
�� Mobil has identified five Mobil has identified five 

segments and their sizessegments and their sizes
�� Road Warriors 16%Road Warriors 16%
�� Generation F 27%Generation F 27%
�� True Blues 16%True Blues 16%
�� Home Bodies 21%Home Bodies 21%
�� Price Shoppers 20%Price Shoppers 20%



Segmenting Consumer and 
Business Markets

�� User StatusUser Status
�� Usage RateUsage Rate
�� Loyalty StatusLoyalty Status

�� HardHard--core loyalscore loyals

www.bookfiesta4u.com

1-308

�� HardHard--core loyalscore loyals
�� Split loyalsSplit loyals
�� Shifting loyalsShifting loyals
�� SwitchersSwitchers

�� BuyerBuyer--Readiness StageReadiness Stage
�� AttitudeAttitude



Segmenting Consumer and 
Business Markets

�� MultiMulti--Attribute Segmentation Attribute Segmentation 
(Geoclustering)(Geoclustering)
�� Four PRIZM clustersFour PRIZM clusters

�� American DreamsAmerican Dreams
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�� American DreamsAmerican Dreams
�� Rural IndustriaRural Industria
�� Gray PowerGray Power
�� Country SquiresCountry Squires

�� Targeting MultipleTargeting Multiple
SegmentsSegments



Segmenting Consumer and 
Business Markets

�� Bases For Segmenting Bases For Segmenting 
Business MarketsBusiness Markets
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Table 10-3:  Major Segmentation Variables 
for Business Markets

Demographic
1. Industry: Which industries should we serve?
2. Company size: What size companies should we serve?
3. Location: What geographical areas should we serve?
Operating Variables
4. Technology: What customer technologies should we focus on?
5. User or nonuser status: Should we serve heavy users, medium users, 
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5. User or nonuser status: Should we serve heavy users, medium users, 
light users, or nonusers?

6. Customer capabilities: Should we serve customers needing many or few 
services?

Purchasing Approaches
7. Purchasing-function organization: Should we serve companies with 

highly centralized or decentralized purchasing organizations?
8. Power structure: Should we serve companies that are engineering 

dominated, financially dominated, and so on?

See text for complete table



Segmenting Consumer and 
Business Markets

�� Business buyers seek different benefit Business buyers seek different benefit 
bundles based on their stage in bundles based on their stage in 
the purchase decision process.the purchase decision process.
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the purchase decision process.the purchase decision process.
1.1. FirstFirst--time prospectstime prospects
2.2. NovicesNovices
3.3. SophisticatesSophisticates



Segmenting Consumer and 
Business Markets

�� Rangan, Moriarty, and Swartz studied a Rangan, Moriarty, and Swartz studied a 
mature commodity market, steel stamping, mature commodity market, steel stamping, 
and found four business segmentsand found four business segments
1.1. Program buyersProgram buyers
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1.1. Program buyersProgram buyers
2.2. Relationship buyersRelationship buyers
3.3. Transaction buyersTransaction buyers
4.4. Bargain huntersBargain hunters



Segmenting Consumer and 
Business Markets

�� Rackman and Vincentis proposed a Rackman and Vincentis proposed a 
segmentation scheme that classifies segmentation scheme that classifies 
business buyers into three groupsbusiness buyers into three groups
�� PricePrice--oriented customers oriented customers 
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�� PricePrice--oriented customers oriented customers 
(transactional selling)(transactional selling)

�� SolutionSolution--oriented customers oriented customers 
(consultative selling)(consultative selling)

�� StrategicStrategic--value customers value customers 
(enterprise selling)(enterprise selling)



Market Targeting
�� Evaluating and Selecting the Market SegmentsEvaluating and Selecting the Market Segments

�� SingleSingle--Segment ConcentrationSegment Concentration
�� Selective SpecializationSelective Specialization
�� Product SpecializationProduct Specialization
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�� Product SpecializationProduct Specialization
�� Market SpecializationMarket Specialization
�� Full Market CoverageFull Market Coverage

�� Undifferentiated marketingUndifferentiated marketing
�� Differentiated marketingDifferentiated marketing



Market Targeting

�� Higher costs using differentiated Higher costs using differentiated 
marketing include:marketing include:
�� Product modification costProduct modification cost
�� Manufacturing costManufacturing cost
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�� Manufacturing costManufacturing cost
�� Administrative costAdministrative cost
�� Inventory costInventory cost
�� Promotion costPromotion cost



Market Targeting

�� Additional ConsiderationsAdditional Considerations
�� Ethical Choice of Market TargetsEthical Choice of Market Targets

�� SupersegmentSupersegment
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�� SupersegmentSupersegment

�� SegmentSegment--ByBy--Segment Invasion PlansSegment Invasion Plans



Figure 10-3: Segment-by-Segment Invasion Plan
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�� Intersegment CooperationIntersegment Cooperation

Market Targeting
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Chapter 11  Chapter 11  
Positioning and Differentiating Positioning and Differentiating 
the Market Offering Through the Market Offering Through 
the Product Life Cyclethe Product Life Cycle
byby
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byby

PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Watch the product Watch the product 
life cycle; but more life cycle; but more 
important, watch the important, watch the 

Kotler on 
Marketing
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important, watch the important, watch the 
market life cycle.market life cycle.



Chapter Objectives 
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions:questions:
�� How can the firm choose and communicate an How can the firm choose and communicate an 

effective positioning in the market?effective positioning in the market?
�� What are the major differentiating attributes What are the major differentiating attributes 
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�� What are the major differentiating attributes What are the major differentiating attributes 
available to firms?available to firms?

�� What marketing strategies are appropriate at What marketing strategies are appropriate at 
each stage of the product life cycle?each stage of the product life cycle?

�� What marketing strategies are appropriate at What marketing strategies are appropriate at 
each stage of the market’s evolution?each stage of the market’s evolution?



Developing and Communicating 
a Positioning Strategy

�� PositioningPositioning
�� Value positionValue position
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�� Value positionValue position



Table 11.1:  Examples of Value Propositions
Demand States and Marketing Tasks

Company Company 
and and 
ProductProduct

Target Target 
CustomersCustomers BenefitsBenefits PricePrice

Value Value 
PropositionProposition

Perdue Perdue 
(chicken)(chicken)

QualityQuality--
conscious conscious 
consumers of consumers of 
chickenchicken

TendernessTenderness 10% 10% 
premiumpremium

More tender More tender 
golden chicken at golden chicken at 
a moderate a moderate 
premium pricepremium price

VolvoVolvo SafetySafety-- Durability Durability 20% 20% The safest, most The safest, most 
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VolvoVolvo
(station (station 
wagon)wagon)

SafetySafety--
conscious conscious 
“upscale” “upscale” 
familiesfamilies

Durability Durability 
and safetyand safety

20% 20% 
premiumpremium

The safest, most The safest, most 
durable wagon in durable wagon in 
which your family which your family 
can ridecan ride

Domino’s Domino’s 
(pizza)(pizza)

ConvenienceConvenience--
minded pizza minded pizza 
loverslovers

Delivery Delivery 
speed and speed and 
good qualitygood quality

15% 15% 
premiumpremium

A good hot pizza, A good hot pizza, 
delivered to your delivered to your 
door door within door door within 
30 minutes of 30 minutes of 
ordering, at a ordering, at a 
moderate pricemoderate price



Developing and Communicating 
a Positioning Strategy

�� Positioning According to Ries and TroutPositioning According to Ries and Trout
�� Strengthen own current positionStrengthen own current position
�� Grab an unoccupied positionGrab an unoccupied position
�� DeDe--positionposition
�� ReRe--positionposition
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�� ReRe--positionposition
�� Product laddersProduct ladders

�� Positioning According to Treacy and Positioning According to Treacy and 
WiersemaWiersema
�� Value disciplinesValue disciplines

�� Product leaderProduct leader
�� Operationally excellent firmOperationally excellent firm
�� Customer intimate firmCustomer intimate firm



�� Treacy and Wiersema propose that a business Treacy and Wiersema propose that a business 
should follow four rules for successshould follow four rules for success
1.1. Become best at one of the three value disciplines.Become best at one of the three value disciplines.
2.2. Achieve an adequate performance level Achieve an adequate performance level 

Developing and Communicating 
a Positioning Strategy
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2.2. Achieve an adequate performance level Achieve an adequate performance level 
in the other two disciplines.in the other two disciplines.

3.3. Keep improving one’s superior position in the chosen Keep improving one’s superior position in the chosen 
discipline so as not to lose out to a competitor.discipline so as not to lose out to a competitor.

4.4. Keep becoming more adequate in the other two Keep becoming more adequate in the other two 
disciplines, because competitors keep disciplines, because competitors keep 
raising customers’ expectations.raising customers’ expectations.



�� Positioning: How many ideas to Positioning: How many ideas to 
promote?promote?
�� Unique selling propositionUnique selling proposition

�� Four major positioning errorsFour major positioning errors

Developing and Communicating 
a Positioning Strategy
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�� Four major positioning errorsFour major positioning errors
1.1. UnderpositioningUnderpositioning
2.2. OverpositioningOverpositioning
3.3. Confused positioningConfused positioning
4.4. Doubtful positioningDoubtful positioning



Can you think of any companies Can you think of any companies 
that market the same product or that market the same product or 
service offering to service offering to multiple segmentsmultiple segments
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service offering to service offering to multiple segmentsmultiple segments
using different strategies? Are the using different strategies? Are the 
different segments being different segments being 
offered different value offered different value 
propositions?propositions?



Figure 11.1:  Perceptual Map
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Developing and Communicating 
a Positioning Strategy

�� Theme park’s positioning possibilities:Theme park’s positioning possibilities:
�� Attribute positioningAttribute positioning
�� Benefit positioningBenefit positioning
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�� Benefit positioningBenefit positioning
�� Use or application positioningUse or application positioning
�� User positioningUser positioning
�� Competitor positioningCompetitor positioning
�� Product category positioningProduct category positioning
�� Quality or price positioningQuality or price positioning

�� Which Positioning to Promote?Which Positioning to Promote?



Table 11.2:  Method for Competitive-
Advantage Selection

(1)(1) (2)(2) (3)(3) (4)(4) (5)(5)

Competitive Competitive 
AdvantageAdvantage

Company Company 
StandingStanding

Competitor Competitor 
StandingStanding

Importance of Importance of 
Improving Improving 
StandingStanding
(H(H--MM--L)*L)*

Affordability Affordability 
and Speedand Speed

(H(H--MM--L)L)

TechnologyTechnology 88 88 LL LL
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CostCost 66 88 HH MM

QualityQuality 88 66 LL LL

ServiceService 44 33 HH HH

H=high, M=medium, L=lowH=high, M=medium, L=low

See text for complete table



Adding Further Differentiation
�� DifferentiationDifferentiation

�� Differentiation criteria:Differentiation criteria:
�� ImportantImportant
�� DistinctiveDistinctive
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�� DistinctiveDistinctive
�� SuperiorSuperior
�� PreemptivePreemptive
�� AffordableAffordable
�� ProfitableProfitable



Adding Further Differentiation
�� Exceed customer expectations with a Exceed customer expectations with a 

threethree--step processstep process
1.1. Defining the customer value modelDefining the customer value model
2.2. Building the customer value hierarchyBuilding the customer value hierarchy
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2.2. Building the customer value hierarchyBuilding the customer value hierarchy
�� BasicBasic
�� ExpectedExpected
�� DesiredDesired
�� UnanticipatedUnanticipated

3.3. Deciding on the customer value packageDeciding on the customer value package



Figure 11.2: 
The BCG 
Competitive 
Advantage 

Differentiation Tools 
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Advantage 
Matrix



Table 11.3: Differentiation Variables

ProductProduct ServicesServices PersonnelPersonnel ChannelChannel ImageImage

FormForm Ordering Ordering 
easeease

CompetenceCompetence CoverageCoverage SymbolsSymbols

FeaturesFeatures DeliveryDelivery CourtesyCourtesy ExpertiseExpertise MediaMedia
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PerformancePerformance InstallationInstallation CredibilityCredibility PerformancePerformance AtmosphereAtmosphere

ConformanceConformance Customer Customer 
trainingtraining

ReliabilityReliability EventsEvents

DurabilityDurability Customer Customer 
consultingconsulting

ResponsiveResponsive
nessness

See text for complete table



Differentiation Tools
�� Product DifferentiationProduct Differentiation

�� FormForm

�� FeaturesFeatures
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�� FeaturesFeatures



Table 11.4: Measuring Customer 
Effectiveness Value

Company CostCompany Cost Customer ValueCustomer Value Customer Customer 
Value/Customer Value/Customer 

CostCost

FeatureFeature (a)(a) (b)(b) (c=b/a)(c=b/a)

RearRear--window window $100$100 $200$200 22
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RearRear--window window 
defrostingdefrosting

$100$100 $200$200 22

Cruise controlCruise control 600600 600600 11

Automatic Automatic 
transmissiontransmission

800800 2,4002,400 33



Differentiation Tools
�� Performance QualityPerformance Quality
�� Conformance QualityConformance Quality
�� DurabilityDurability
�� ReliabilityReliability

www.bookfiesta4u.blogspot.com 11-338

�� ReliabilityReliability
�� ReparabilityReparability
�� StyleStyle
�� Design: The Integrating ForceDesign: The Integrating Force

�� Services DifferentiationServices Differentiation
�� Ordering EaseOrdering Ease



The home page for Peapod, the nation’s The home page for Peapod, the nation’s 
largest online grocerlargest online grocer
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Differentiation Tools
�� DeliveryDelivery

�� Quick response systemQuick response system

�� Installation Installation 
�� Customer TrainingCustomer Training
�� Customer Customer 

ConsultingConsulting
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ConsultingConsulting
�� Maintenance Maintenance 

and Repairand Repair

HP’s online HP’s online 
support pagesupport page



Many eMany e--commerce ventures fail because commerce ventures fail because 
of distribution problems in the soof distribution problems in the so--called called 
“last mile” (the local distribution portion “last mile” (the local distribution portion 
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“last mile” (the local distribution portion “last mile” (the local distribution portion 
of shipping of online purchases). of shipping of online purchases). Can a Can a 
marketing plan help offset marketing plan help offset 
some of these potential some of these potential 
pitfalls?pitfalls?



Differentiation Tools
�� Miscellaneous ServicesMiscellaneous Services

�� Personnel DifferentiationPersonnel Differentiation
�� CompetenceCompetence
�� CourtesyCourtesy
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�� CourtesyCourtesy
�� CreditabilityCreditability
�� ReliabilityReliability
�� ResponsivenessResponsiveness
�� CommunicationCommunication



Differentiation Tools
�� Channel DifferentiationChannel Differentiation
�� Image DifferentiationImage Differentiation

�� IdentityIdentity
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�� ImageImage

�� Symbols, Colors, Slogans, Special AttributesSymbols, Colors, Slogans, Special Attributes

�� Physical plantPhysical plant

�� Events and SponsorshipEvents and Sponsorship

�� Using Multiple ImageUsing Multiple Image--Building TechniquesBuilding Techniques



Which differentiation tool would be Which differentiation tool would be 
most useful for a dot.com startup?  most useful for a dot.com startup?  
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most useful for a dot.com startup?  most useful for a dot.com startup?  
Why? Why? 



Product Life-Cycle Marketing 
Strategies

�� To say that a product has a life cycle asserts To say that a product has a life cycle asserts 
four thingsfour things

1.1. Products have a limited life.Products have a limited life.
2.2. Product sales pass through distance stages, each Product sales pass through distance stages, each 
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2.2. Product sales pass through distance stages, each Product sales pass through distance stages, each 
posing different challenges, opportunities, and posing different challenges, opportunities, and 
problems to the seller.problems to the seller.

3.3. Profits rise and fall at different stages of the Profits rise and fall at different stages of the 
product life cycle.product life cycle.

4.4. Products require different marketing, financial, Products require different marketing, financial, 
manufacturing, purchasing, and human resource manufacturing, purchasing, and human resource 
strategies in each lifestrategies in each life--cycle stage.cycle stage.



Figure 11.4: Cost Product Life-Cycle Patterns

Product Life-Cycle Marketing 
Strategies
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Figure 11.5: Style, Fashion, and Fad Life Cycles

Product Life-Cycle Marketing 
Strategies
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�� Marketing Strategies: Introduction StageMarketing Strategies: Introduction Stage
�� The Pioneer AdvantageThe Pioneer Advantage

�� InventorInventor
�� Product pioneerProduct pioneer

Product Life-Cycle Marketing 
Strategies
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�� Product pioneerProduct pioneer
�� Market pioneerMarket pioneer

Figure 11.6: 
Long-Range 
Product 
Market Expansion 
Strategy 
(P = Product; 
M = Market)



�� Marketing Strategies: Growth StageMarketing Strategies: Growth Stage
�� Improve product quality and add new Improve product quality and add new 

product features and improved stylingproduct features and improved styling
�� Add new models and flanker productsAdd new models and flanker products
�� Enter new market segmentsEnter new market segments

Product Life-Cycle Marketing 
Strategies
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�� Enter new market segmentsEnter new market segments
�� Increase distribution coverage and enter new Increase distribution coverage and enter new 

distribution channelsdistribution channels
�� Shift from productShift from product--awareness advertising to awareness advertising to 

productproduct--preference advertisingpreference advertising
�� Lower prices to attract next layer of priceLower prices to attract next layer of price--

sensitive buyerssensitive buyers



�� Marketing Strategies: Maturity StageMarketing Strategies: Maturity Stage
�� Market ModificationMarket Modification

�� Expand number of brand users by:Expand number of brand users by:
1.1. Converting nonusersConverting nonusers

Product Life-Cycle Marketing 
Strategies
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1.1. Converting nonusersConverting nonusers
2.2. Entering new market segmentsEntering new market segments
3.3. Winning competitors’ customersWinning competitors’ customers

�� Convince current users to increase usage by:Convince current users to increase usage by:
1.1. Using the product on more occasionsUsing the product on more occasions
2.2. Using more of the product on each occasionUsing more of the product on each occasion
3.3. Using the product in new waysUsing the product in new ways



�� Product modificationProduct modification
�� Quality improvementQuality improvement
�� Feature improvementFeature improvement

�� MarketingMarketing --Mix ModificationMix Modification

Product Life-Cycle Marketing 
Strategies
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�� MarketingMarketing --Mix ModificationMix Modification
�� PricesPrices
�� DistributionDistribution
�� AdvertisingAdvertising
�� Sales promotionSales promotion
�� Personal sellingPersonal selling
�� ServicesServices



�� Marketing Strategies: Decline StageMarketing Strategies: Decline Stage
1.1. Increase firm’s investment (to dominate the Increase firm’s investment (to dominate the 

market and strengthen its competitive position)market and strengthen its competitive position)
2.2. Maintain the firm’s investment level until the Maintain the firm’s investment level until the 

uncertainties about the industry are resolved.uncertainties about the industry are resolved.

Product Life-Cycle Marketing 
Strategies
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uncertainties about the industry are resolved.uncertainties about the industry are resolved.
3.3. Decrease the firm’s investment level selectively by Decrease the firm’s investment level selectively by 

dropping unprofitable customer groups, while dropping unprofitable customer groups, while 
simultaneously strengthening the firm’s simultaneously strengthening the firm’s 
investment in lucrative nichesinvestment in lucrative niches

4.4. Harvesting (“milking”) the firm’s investment to Harvesting (“milking”) the firm’s investment to 
recover cash quicklyrecover cash quickly

5.5. Divesting the business quickly by disposing of its Divesting the business quickly by disposing of its 
assets as advantageously as possible.assets as advantageously as possible.



�� Product LifeProduct Life--Cycle Concept: CritiqueCycle Concept: Critique

�� Market evolutionMarket evolution

Product Life-Cycle Marketing 
Strategies
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Table 11.5: Summary of Product Life-Cycle 
Characteristics, Objectives, and Strategies

IntroductionIntroduction GrowthGrowth MaturityMaturity

CharacteristicsCharacteristics

SalesSales Low salesLow sales Rapidly rising Rapidly rising 
salessales

Peak salesPeak sales

CostsCosts High cost per High cost per Average cost per Average cost per Low cost per Low cost per 
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CostsCosts High cost per High cost per 
customercustomer

Average cost per Average cost per 
customercustomer

Low cost per Low cost per 
customercustomer

ProfitsProfits NegativeNegative Rising profitsRising profits High profitsHigh profits

CustomersCustomers FewFew Growing NumberGrowing Number Stable number Stable number 
beginning to beginning to 
declinedecline

See text for complete table



Market Evolution
�� DiffusedDiffused--preference market optionspreference market options

�� A singleA single--niche strategyniche strategy
�� A multipleA multiple--niche strategyniche strategy
�� A massA mass--market strategymarket strategy

�� GrowthGrowth
�� MarketMarket --growth stage optionsgrowth stage options
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�� MarketMarket --growth stage optionsgrowth stage options
�� SingleSingle--niche strategyniche strategy
�� MassMass--market strategymarket strategy
�� MultipleMultiple--niche strategyniche strategy

�� MaturityMaturity



�� DeclineDecline
�� An Example: The PaperAn Example: The Paper--Towel MarketTowel Market

�� Dynamics of Attribute CompetitionDynamics of Attribute Competition
�� Customer expectations are progressiveCustomer expectations are progressive
�� Approaches to discover new attributes:Approaches to discover new attributes:

Market Evolution
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�� Approaches to discover new attributes:Approaches to discover new attributes:
�� CustomerCustomer--survey processessurvey processes
�� Intuitive processesIntuitive processes
�� Dialectical processesDialectical processes
�� NeedsNeeds--hierarchy processhierarchy process



Chapter 12Chapter 12
Developing New Developing New 
Market OfferingsMarket Offerings
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



Who should Who should 
ultimately design the ultimately design the 
product? The product? The 

Kotler on 
Marketing
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product? The product? The 
customer, of course.customer, of course.



Chapter Objectives 
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions:questions:
�� What challenges does a company face in What challenges does a company face in 

developing new products?developing new products?
�� What organizational structures are used to What organizational structures are used to 

manage newmanage new--product development?product development?

www.bookfiesta4u.blogspot.com 11-359

manage newmanage new--product development?product development?
�� What are the main stages in developing new What are the main stages in developing new 

products, and how can they be managed products, and how can they be managed 
better?better?

�� What factors affect the rate of diffusion and What factors affect the rate of diffusion and 
consumer adoption of newly launched consumer adoption of newly launched 
products?products?



Developing New Market 
Offerings

� Six categories of new products
1. New-to-the-world products

2. New product lines

www.bookfiesta4u.blogspot.com 11-360

2. New product lines

3. Additions to existing product lines

4. Improvements and revisions of existing 
products

5. Repositioning

6. Cost reductions



Challenges in New-Product 
Development

�� Incremental innovationIncremental innovation

�� Disruptive technologiesDisruptive technologies

�� Why do new products fail?Why do new products fail?

www.bookfiesta4u.blogspot.com 11-361

�� A highA high--level executive pushes a favorite idea level executive pushes a favorite idea 
through in spite of negative research through in spite of negative research 
findings.findings.

�� The idea is good, but the market size is The idea is good, but the market size is 
overestimated.overestimated.

�� The product is not well designed.The product is not well designed.



Challenges in New-Product 
Development

�� The product is incorrectly positioned The product is incorrectly positioned 
in the market, not advertised in the market, not advertised 
effectively, or overpriced.effectively, or overpriced.

�� The product fails to gain sufficient The product fails to gain sufficient 
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�� The product fails to gain sufficient The product fails to gain sufficient 
distribution coverage or support.distribution coverage or support.

�� Development costs are higher than Development costs are higher than 
expected.expected.

�� Competitors fight back harder than Competitors fight back harder than 
expected.expected.



Challenges in New-Product 
Development

�� Factors that tend to hinder newFactors that tend to hinder new--product product 
developmentdevelopment
�� Shortage of important ideas in certain areasShortage of important ideas in certain areas

�� Fragmented marketsFragmented markets
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�� Fragmented marketsFragmented markets

�� Social and governmental constraintsSocial and governmental constraints

�� Cost of developmentCost of development

�� Capital shortagesCapital shortages

�� Faster required development timeFaster required development time

�� Shorter product life cyclesShorter product life cycles



Organizational Arrangements
�� NewNew--product deployment requires specific product deployment requires specific 

criteria criteria –– one company established the one company established the 
following acceptance criteriafollowing acceptance criteria
�� The product can be introduced within five yearsThe product can be introduced within five years
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�� The product can be introduced within five yearsThe product can be introduced within five years

�� The product has a market potential of at least The product has a market potential of at least 
$50 million and a 15 percent growth rate.$50 million and a 15 percent growth rate.

�� The product would provide at least 30 percent The product would provide at least 30 percent 
return on sales and 40 percent on investment.return on sales and 40 percent on investment.

�� The product would achieve technical or market The product would achieve technical or market 
leadership.leadership.



�� Budgeting For New Product Budgeting For New Product 
DevelopmentDevelopment
�� 3M’s approach:3M’s approach:

�� 15% rule15% rule

Organizational Arrangements

www.bookfiesta4u.blogspot.com 11-365

�� 15% rule15% rule
�� Each promising idea gets an Each promising idea gets an 

“executive champion”“executive champion”
�� Expect some failuresExpect some failures
�� Golden Step awards handed out Golden Step awards handed out 

each yeareach year



3M online: The 3M Innovation Network3M online: The 3M Innovation Network
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Table 12.1 Finding One Successful New Product 
(Starting with 64 New Ideas)

StageStage
Number Number 
of Ideasof Ideas

Pass Pass 
RatioRatio

Cost per Cost per 
Product IdeaProduct Idea Total CostTotal Cost

1. Idea screening1. Idea screening 6464 1:41:4 $       1,000$       1,000 $       64,000$       64,000

2. Concept testing2. Concept testing 1616 1:21:2 20,00020,000 320,000320,000
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3. Product 3. Product 
developmentdevelopment

88 1:21:2 200,000200,000 1,600,0001,600,000

4. Test marketing4. Test marketing 44 1:21:2 500,000500,000 2,000,0002,000,000

5. National launch5. National launch 22 1:21:2 5,000,0005,000,000 10,000,00010,000,000

$5,721,000$5,721,000 $13,984,000$13,984,000



Organizational Arrangements

�� Organizing NewOrganizing New--Product DevelopmentProduct Development
�� Product managersProduct managers

�� NewNew--product managersproduct managers
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�� NewNew--product managersproduct managers

�� HighHigh--level management committeelevel management committee

�� New product departmentNew product department

�� Venture teamsVenture teams



�� StageStage--gate systemgate system
�� Gatekeepers make one of Gatekeepers make one of 

four decisions:four decisions:

Organizational Arrangements
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four decisions:four decisions:
�� GoGo
�� KillKill
�� HoldHold
�� RecycleRecycle



�� Idea GenerationIdea Generation
�� Interacting with OthersInteracting with Others

Managing the Development 
Process: Ideas
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�� Interacting with OthersInteracting with Others
�� Sales representativesSales representatives
�� IntermediariesIntermediaries
�� Product championProduct champion



�� Techniques for stimulating creativity Techniques for stimulating creativity 
in individuals and groupsin individuals and groups
�� Attribute listingAttribute listing

Managing the Development 
Process: Ideas
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�� Attribute listingAttribute listing
�� Forced relationshipsForced relationships
�� Morphological analysisMorphological analysis
�� Reverse assumption analysisReverse assumption analysis
�� New contextsNew contexts
�� MindMind--mappingmapping



�� Idea ScreeningIdea Screening
�� Idea managerIdea manager

�� Idea committeeIdea committee

Managing the Development 
Process: Ideas
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�� Two types of errors in Two types of errors in 
screening ideasscreening ideas
�� DROPDROP--errorerror
�� GOGO--errorerror



Some of the most notable “dropSome of the most notable “drop--errors” have errors” have 
come from the most recognizable names in come from the most recognizable names in 
American business.  Xerox saw the potential American business.  Xerox saw the potential 
of the copy machine, IBM and Eastman of the copy machine, IBM and Eastman 
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of the copy machine, IBM and Eastman of the copy machine, IBM and Eastman 
Kodak did not.  IBM thought the personal Kodak did not.  IBM thought the personal 
computer market would be miniscule. computer market would be miniscule. 
Can you think of any Can you think of any 
“drop“drop--errors” that the errors” that the 
company didn’t survive?company didn’t survive?



Table 12.2 Product-Idea Rating Device

Relative Relative 
WeightWeight

Product Product 
ScoreScore

Product Product 
RatingRating

Product Success RequirementsProduct Success Requirements (a)(a) (b)(b) (c = a x b)(c = a x b)

Unique or superior productUnique or superior product .40.40 .8.8 .32.32

High performance to cost ratioHigh performance to cost ratio .30.30 .6.6 .18.18
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High performance to cost ratioHigh performance to cost ratio .30.30 .6.6 .18.18

High marketing dollar supportHigh marketing dollar support .20.20 .7.7 .14.14

Lack of strong competitionLack of strong competition .10.10 .5.5 .05.05

TotalTotal 1.001.00 .69.69σσσσσσσσ

σσσσσσσσ Rating scale: .00Rating scale: .00--.30 poor; .31.30 poor; .31--.60 fair; .61.60 fair; .61--.80 good. Minimum acceptance rate: . 61.80 good. Minimum acceptance rate: .61



Managing the Development 
Process: Concept to Strategy
�� Concept Development and TestingConcept Development and Testing

�� Product ideaProduct idea
�� Product conceptProduct concept
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�� Product conceptProduct concept

�� Concept developmentConcept development
�� Category conceptCategory concept
�� ProductProduct––positioning mappositioning map
�� Brand conceptBrand concept



Figure 12.3: 
Product 
and 
Brand 
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Brand 
Positioning



Sometimes a new product is developed, like Sometimes a new product is developed, like 
the feltthe felt--tip pen and the “walkman” style tip pen and the “walkman” style 
personal music device. Consumers weren’t personal music device. Consumers weren’t 
clamoring for either of these products before clamoring for either of these products before 
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clamoring for either of these products before clamoring for either of these products before 
they came to market.  Most people hadn’t they came to market.  Most people hadn’t 
even conceived of such an item. Careful even conceived of such an item. Careful 
planning developed markets planning developed markets 
for these new lines. Can you for these new lines. Can you 
think of more recent think of more recent 
examples?examples?



Managing the Development 
Process: Concept to Strategy

�� Concept TestingConcept Testing
�� Rapid prototypingRapid prototyping
�� Virtual realityVirtual reality
�� CustomerCustomer--driven engineeringdriven engineering
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�� CustomerCustomer--driven engineeringdriven engineering

�� Questions to measure product dimensionsQuestions to measure product dimensions
�� Communicability and believabilityCommunicability and believability
�� Need levelNeed level
�� Gap levelGap level

�� NeedNeed--gap scoregap score



Managing the Development 
Process: Concept to Strategy

�� Perceived valuePerceived value
�� Purchase intentionPurchase intention
�� User targets, purchase occasions, purchasing User targets, purchase occasions, purchasing 

frequencyfrequency
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�� Conjoint AnalysisConjoint Analysis
�� Example: five design elementsExample: five design elements

�� Three package designsThree package designs
�� Three brand namesThree brand names
�� Three pricesThree prices
�� Possible Good Housekeeping sealPossible Good Housekeeping seal
�� Possible moneyPossible money--back guaranteeback guarantee



Managing the 
Development Process: 

Concept to Strategy
�� Marketing StrategyMarketing Strategy
�� Business AnalysisBusiness Analysis
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�� Business AnalysisBusiness Analysis
�� Estimating Total SalesEstimating Total Sales



Managing the Development 
Process: Concept to Strategy

�� SurvivalSurvival--age distributionage distribution

�� Estimating Cost and ProfitsEstimating Cost and Profits
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�� Estimating Cost and ProfitsEstimating Cost and Profits



Table 12.3 Projected Five-Year-Cash-Flow 
Statement (in thousands of dollars)

Year 0Year 0 Year 1Year 1 Year 2Year 2 Year 3Year 3

1. Sales revenue1. Sales revenue $      0$      0 $11,889$11,889 $15,381$15,381 $19,654$19,654

2. Cost of goods sold2. Cost of goods sold 00 3,9813,981 5,1505,150 6,5816,581

3. Gross margin3. Gross margin 00 7,9087,908 10,23110,231 13,07313,073
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3. Gross margin3. Gross margin 00 7,9087,908 10,23110,231 13,07313,073

4. Development costs4. Development costs --3,5003,500 00 00 00

5. Marketing costs5. Marketing costs 00 8,0008,000 6,4606,460 8,2558,255

6. Allocated overhead6. Allocated overhead 00 1,1891,189 1,5381,538 1,9651,965

See text for complete table



Managing the Development 
Process: Concept to Strategy

�� BreakBreak--even analysiseven analysis
�� Risk analysisRisk analysis
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�� Risk analysisRisk analysis



Managing The Development Process: 
Development to Commercialization

�� Product DevelopmentProduct Development
�� Quality Function Deployment (QFD)Quality Function Deployment (QFD)

�� Customer attributes (CAs)Customer attributes (CAs)

�� Engineering Engineering 
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�� Engineering Engineering 
attributes (EAs)attributes (EAs)

Lands’ End Lands’ End 
Japan Web siteJapan Web site



Managing The Development 
Process: Development to 

Commercialization
�� Customer testsCustomer tests

�� Alpha testingAlpha testing
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�� Alpha testingAlpha testing

�� Beta testingBeta testing

�� Consumer preference measuresConsumer preference measures
�� RankRank--orderorder
�� PairedPaired--comparisoncomparison
�� MonadicMonadic--ratingrating



Managing The Development 
Process: Development to 

Commercialization
�� Market TestingMarket Testing

�� ConsumerConsumer--Goods Market TestingGoods Market Testing
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�� ConsumerConsumer--Goods Market TestingGoods Market Testing
�� Seeks to estimate four variablesSeeks to estimate four variables

�� TrialTrial
�� First repeatFirst repeat
�� AdoptionAdoption
�� Purchase frequencyPurchase frequency

�� Sales wave researchSales wave research



Managing The Development 
Process: Development to 

Commercialization
�� Simulated Test MarketingSimulated Test Marketing
�� Controlled Test MarketingControlled Test Marketing
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�� Test MarketsTest Markets
�� How many test cities?How many test cities?
�� Which cities?Which cities?
�� Length of test?Length of test?
�� What information?What information?
�� What action to take?What action to take?

�� BusinessBusiness--Goods Market TestingGoods Market Testing



Managing The Development Process: 
Development to Commercialization

Philips’ Pronto Web sitePhilips’ Pronto Web site

�� CommercializationCommercialization
�� When (Timing)When (Timing)

1.1.First entryFirst entry
2.2.Parallel entryParallel entry
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Philips’ Pronto Web sitePhilips’ Pronto Web site2.2.Parallel entryParallel entry
3.3.Late entryLate entry

�� Where (Geographic Where (Geographic 
Strategy)Strategy)



�� To Whom (TargetTo Whom (Target--Market Prospects)Market Prospects)

�� How (Introductory Market Strategy)How (Introductory Market Strategy)
�� Critical path scheduling (CPS)Critical path scheduling (CPS)

Managing The Development Process: 
Development to Commercialization
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The iMac, launched with The iMac, launched with 
a dramatic countdown a dramatic countdown 
campaigncampaign



The Consumer-Adoption 
Process

�� AdoptionAdoption
�� ConsumerConsumer--adoption processadoption process
�� ConsumerConsumer--loyalty processloyalty process
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�� MassMass--market approachmarket approach
�� HeavyHeavy--usage target marketingusage target marketing

�� Stages in the Adoption ProcessStages in the Adoption Process
�� InnovationInnovation
�� Innovation diffusion processInnovation diffusion process



The Consumer-Adoption 
Process

�� Adopters of new products move Adopters of new products move 
through five stagesthrough five stages
�� AwarenessAwareness
�� InterestInterest
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�� InterestInterest
�� EvaluationEvaluation
�� TrialTrial
�� AdoptionAdoption

�� Factors Influencing the Adoption ProcessFactors Influencing the Adoption Process
�� Readiness to Try New Products and Readiness to Try New Products and 

Personal InfluencePersonal Influence



Figure 12.7: Adopter Categorization on the Basis of 
Relative Time of Adoption of Innovation
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The Consumer-Adoption 
Process

�� Personal influencePersonal influence

�� Characteristics of the InnovationCharacteristics of the Innovation
�� Relative advantageRelative advantage
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�� CompatibilityCompatibility
�� ComplexityComplexity
�� DivisibilityDivisibility
�� CommunicabilityCommunicability

�� Organizations’ Readiness to Adopt Organizations’ Readiness to Adopt 
InnovationsInnovations



Chapter 13  Chapter 13  
Designing Global Designing Global 
Market OfferingsMarket Offerings
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley
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Your company does 
not belong in 

Kotler on 
Marketing
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not belong in 
markets where it 
cannot be the best.



Chapter Objectives 
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions:questions:
�� What factors should a company review before What factors should a company review before 

deciding to go abroad?deciding to go abroad?
�� How can companies evaluate and select foreign How can companies evaluate and select foreign 

markets to enter?markets to enter?
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markets to enter?markets to enter?
�� What are the major ways of entering a foreign What are the major ways of entering a foreign 

market?market?
�� To what extent must the company adapt its To what extent must the company adapt its 

products and marketing program to each foreign products and marketing program to each foreign 
country?country?

�� How should the company manage and organize its How should the company manage and organize its 
international activities?international activities?



Competing on a 
Global Basis 
��Global industryGlobal industry

��Global firmGlobal firm
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Figure 13.1: Major 
Decisions 
in International 
Marketing



�� Factors drawing companies into the Factors drawing companies into the 
international arena:international arena:
�� Global firms offering better products or lower Global firms offering better products or lower 

prices can attack the company’s domestic market.prices can attack the company’s domestic market.
�� The company discovers that some foreign markets The company discovers that some foreign markets 

present higher profit opportunities than the present higher profit opportunities than the 
domestic market.domestic market.

Deciding Whether To Go Abroad
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domestic market.domestic market.
�� The company needs a larger customer base to The company needs a larger customer base to 

achieve economies of scale.achieve economies of scale.
�� The company wants to reduce its dependence The company wants to reduce its dependence 

on any one market.on any one market.
�� The company’s customers are going abroad The company’s customers are going abroad 

and need servicing.and need servicing.



Deciding Whether To Go Abroad
�� Before going abroad, the company must weigh Before going abroad, the company must weigh 

several risk:several risk:
�� The company might not understand foreign The company might not understand foreign 

customer preferences and fail to offer a customer preferences and fail to offer a 
competitively attractive product.competitively attractive product.

�� The company might not understand the foreign The company might not understand the foreign 
country’s business culture or know how to deal country’s business culture or know how to deal 
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country’s business culture or know how to deal country’s business culture or know how to deal 
effectively with foreign nationals.effectively with foreign nationals.

�� The company might underestimate foreign The company might underestimate foreign 
regulations and incur unexpected costs.regulations and incur unexpected costs.

�� The company might realize that it lacks managers The company might realize that it lacks managers 
with international experience.with international experience.

�� The foreign country might change its commercial The foreign country might change its commercial 
laws, devalue its currency, or undergo a political laws, devalue its currency, or undergo a political 
revolution and expropriate property.revolution and expropriate property.



Table 13.1: Blunders in International Marketing
Hallmark cards failed when they were introduced in France. The French Hallmark cards failed when they were introduced in France. The French 
dislike syrupy sentiment and prefer writing their o wn cards.dislike syrupy sentiment and prefer writing their o wn cards.

Philips began to earn a profit in Japan only after it had reduced the size of Philips began to earn a profit in Japan only after it had reduced the size of 
its coffeemakers to fit into smaller Japanese kitch ens and its shavers to fit its coffeemakers to fit into smaller Japanese kitch ens and its shavers to fit 
smaller Japanese hands.smaller Japanese hands.

CocaCoca--Cola had to withdraw its twoCola had to withdraw its two--liter bottle in Spain  after discovering liter bottle in Spain after discovering 
that few Spaniards owned refrigerators with large e nough compartments to that few Spaniards owned refrigerators with large e nough compartments to 
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that few Spaniards owned refrigerators with large e nough compartments to that few Spaniards owned refrigerators with large e nough compartments to 
accommodate it.accommodate it.

General Foods’ Tang initially failed in France beca use it was positioned as General Foods’ Tang initially failed in France beca use it was positioned as 
a substitute for orange juice at breakfast. The Fre nch drink little orange a substitute for orange juice at breakfast. The Fre nch drink little orange 
juice and almost none at breakfast.juice and almost none at breakfast.

Kellogg’s PopKellogg’s Pop--Tarts failed in Britain because the percentage of British Tarts failed in Britain because the percentage of B ritish 
homes with toasters was significantly lower than in  the United States and homes with toasters was significantly lower than in  the United States and 
the product was too sweet for British tastes.the product was too sweet for British tastes.

See text for complete table



In the early 20In the early 20thth century, the Transcentury, the Trans--Atlantic Atlantic 
cable allowed for the transmission of cable allowed for the transmission of 
photographs in near real time. Still images photographs in near real time. Still images 
went to press soon after news of events in went to press soon after news of events in 
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went to press soon after news of events in went to press soon after news of events in 
Europe arrived here in the States. Are there Europe arrived here in the States. Are there 
any emerging communication technologies any emerging communication technologies 
today that show similar today that show similar 
potential? How can these be potential? How can these be 
harnessed to improve a harnessed to improve a 
company’s global offerings?company’s global offerings?



Deciding Which Markets 
to Enter 

�� How many markets to enterHow many markets to enter
�� Ayal and Zif contend that a company should Ayal and Zif contend that a company should 

enter fewer countries when:enter fewer countries when:
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enter fewer countries when:enter fewer countries when:
�� Market entry and market costs are highMarket entry and market costs are high
�� Product and communication costs are highProduct and communication costs are high
�� Population and income size and growth are high Population and income size and growth are high 

in the initial countries chosenin the initial countries chosen
�� Dominant foreign firms can establish high Dominant foreign firms can establish high 

barriers to entrybarriers to entry



Deciding Which Markets 
to Enter

�� Regional free trade zonesRegional free trade zones
�� The European UnionThe European Union

�� NAFTANAFTA
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�� NAFTANAFTA

�� MERCOSULMERCOSUL

�� APECAPEC

�� Evaluating potential marketsEvaluating potential markets
�� Psychic proximityPsychic proximity



Regional free trade zones offer many Regional free trade zones offer many 
potential benefits to companies expanding potential benefits to companies expanding 
their offerings abroad. Clearly defined their offerings abroad. Clearly defined 
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their offerings abroad. Clearly defined their offerings abroad. Clearly defined 
national import/export policies are just one national import/export policies are just one 
potential benefit.  Can you think of any potential benefit.  Can you think of any 
others? What marketing others? What marketing 
challenges will not be eased challenges will not be eased 
by such agreements?by such agreements?



Deciding How to 
Enter the Market 
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Figure 13.2:
Five Modes of 
Entry into Foreign 
Markets



�� Indirect and direct exportIndirect and direct export
�� Occasional exportingOccasional exporting
�� Active exportingActive exporting

Deciding How to Enter 
the Market
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�� Indirect exportingIndirect exporting
�� DomesticDomestic--based export merchantsbased export merchants
�� DomesticDomestic--based export agentsbased export agents
�� Cooperative organizationsCooperative organizations
�� ExportExport--management companiesmanagement companies



�� Companies can carry on direct Companies can carry on direct 
exporting in several waysexporting in several ways
�� DomesticDomestic--based export based export 

department or divisiondepartment or division

Deciding How to Enter 
the Market
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department or divisiondepartment or division
�� Overseas sales branch or Overseas sales branch or 

subsidiarysubsidiary
�� Traveling export sales Traveling export sales 

representativesrepresentatives
�� ForeignForeign--based distributors based distributors 

or agentsor agents



�� LicensingLicensing
�� Management contractsManagement contracts

�� Contract manufacturingContract manufacturing

Deciding How to Enter 
the Market
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�� Contract manufacturingContract manufacturing

�� FranchisingFranchising



Deciding How to Enter 
the Market

�� Joint venturesJoint ventures
�� Direct investmentDirect investment
�� The Internationalization ProcessThe Internationalization Process
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�� Johanson and WiedersheimJohanson and Wiedersheim--Paul identified Paul identified 
four stages in the internationalization  four stages in the internationalization  
process:process:
�� No regular export activitiesNo regular export activities
�� Export via independent representatives (agents)Export via independent representatives (agents)
�� Establishment of one or more sales subsidiariesEstablishment of one or more sales subsidiaries
�� Establishment of production facilities abroadEstablishment of production facilities abroad



Deciding on the Marketing 
Program 

�� Standardized marketing mixStandardized marketing mix
�� Adapted marketing mixAdapted marketing mix

www.bookfiesta4u.blogspot.com 11-410



McDonald’s around the world: HungaryMcDonald’s around the world: Hungary
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Deciding on the Marketing 
Program

�� ProductProduct
�� Straight extensionStraight extension
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Figure 13.3: Five International Product and 
Promotion Strategies
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Deciding on the Marketing 
Program

�� Product adaptationProduct adaptation

�� Product inventionProduct invention
�� Backward inventionBackward invention
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�� Forward inventionForward invention

�� PromotionPromotion
�� Communication adaptationCommunication adaptation

�� Dual adaptationDual adaptation



Carlsberg’s global Web siteCarlsberg’s global Web site
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Deciding on the Marketing 
Program

�� PricePrice
�� Price escalationPrice escalation

�� Companies have three choicesCompanies have three choices
�� Set a uniform price everywhereSet a uniform price everywhere
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�� Set a uniform price everywhereSet a uniform price everywhere
�� Set a marketSet a market--based price in each countrybased price in each country
�� Set a costSet a cost--based price in each countrybased price in each country

�� Transfer priceTransfer price
�� DumpingDumping
�� Arm’sArm’s--length pricelength price
�� Gray marketGray market



Deciding on the 
Marketing Program

�� Place (distribution channels)Place (distribution channels)
�� Seller’s international marketing Seller’s international marketing 

headquartersheadquarters

�� Channels between nationsChannels between nations
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Figure 13.4: 
Whole-Channel Concept for 
International Marketing

�� Channels between nationsChannels between nations

�� Channels within foreign nationsChannels within foreign nations



One of the most profound political changes One of the most profound political changes 
in the late  20in the late  20thth century was the fall of the century was the fall of the 
“iron curtain” and the subsequent opening “iron curtain” and the subsequent opening 
of markets in Eastern Europe. Has this of markets in Eastern Europe. Has this 
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of markets in Eastern Europe. Has this of markets in Eastern Europe. Has this 
potential marketplace been fully potential marketplace been fully 
exploited by American exploited by American 
companies? European companies? European 
companies? Why or companies? Why or 
why not?why not?



Deciding on the Marketing 
Organization 

�� Export departmentExport department
�� International divisionInternational division

�� Geographical organizationsGeographical organizations
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�� Geographical organizationsGeographical organizations

�� World product groupsWorld product groups

�� International subsidiariesInternational subsidiaries



Deciding on the Marketing 
Organization 

�� Global organizationGlobal organization
�� Bartlett and Ghoshal distinguish three Bartlett and Ghoshal distinguish three 

organizational  strategies:organizational  strategies:
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organizational  strategies:organizational  strategies:
�� A global strategy treats the world as a single A global strategy treats the world as a single 

market.market.
�� A multinational strategy treats the world as a A multinational strategy treats the world as a 

portfolio of national opportunities.portfolio of national opportunities.
�� A “glocal” strategy standardizes certain core A “glocal” strategy standardizes certain core 

elements and localizes other elements.elements and localizes other elements.



Chapter 14  Chapter 14  
Setting the Product and Setting the Product and 
Branding StrategyBranding Strategy
byby
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The best way to hold The best way to hold 
customers is to customers is to 
constantly figure out constantly figure out 

Kotler on 
Marketing
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constantly figure out constantly figure out 
how to give them how to give them 
more for less.more for less.



Chapter Objectives 
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions:questions:
�� What are the characteristics of products?What are the characteristics of products?

�� How can a company build and manage its How can a company build and manage its 
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�� How can a company build and manage its How can a company build and manage its 
product mix and product lines?product mix and product lines?

�� How can a company make better brand How can a company make better brand 
decisions?decisions?

�� How can packaging and labeling be used as How can packaging and labeling be used as 
marketing tools?marketing tools?



The Product and the 
Product Mix

�� ProductProduct
�� Physical goodsPhysical goods
�� ServicesServices
�� ExperiencesExperiences

Figure 14.1: Components 
of the Market Offering
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�� ExperiencesExperiences
�� EventsEvents
�� PersonsPersons
�� PlacesPlaces
�� PropertiesProperties
�� OrganizationsOrganizations
�� InformationInformation
�� IdeasIdeas



The Product and the 
Product Mix

�� Product levelsProduct levels
�� Customer value Customer value 

hierarchyhierarchy

Figure 14.2: Five 
Product Levels
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hierarchyhierarchy

�� Core benefitCore benefit

�� Basic productBasic product

�� Expected productExpected product

�� Augmented productAugmented product



BabyCenter is not just an online BabyCenter is not just an online 
merchant, it’s a metamediarymerchant, it’s a metamediary
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The Product and the 
Product Mix

�� Consumption systemConsumption system
�� Potential productPotential product

�� Product hierarchyProduct hierarchy
�� Need familyNeed family

General Mills’ Mycereal.com General Mills’ Mycereal.com 
Web siteWeb site

www.bookfiesta4u.blogspot.com 11-427

�� Need familyNeed family
�� Product familyProduct family
�� Product classProduct class
�� Product lineProduct line
�� Product typeProduct type
�� ItemItem



The Product and the 
Product Mix

�� Product systemProduct system

�� Product mixProduct mix

�� Product classificationsProduct classifications
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�� Product classificationsProduct classifications
�� Durability and Tangibility  Durability and Tangibility  

Classification:Classification:
�� Nondurable goodsNondurable goods
�� Durable goodsDurable goods
�� ServicesServices



The Product and the 
Product Mix

�� ConsumerConsumer--Goods Classification:Goods Classification:
�� Convenience goodsConvenience goods

�� StaplesStaples
�� Impulse goodsImpulse goods
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�� Impulse goodsImpulse goods
�� Emergency goodsEmergency goods

�� Shopping goodsShopping goods
�� Homogeneous Homogeneous 

shopping goodsshopping goods
�� Heterogeneous Heterogeneous 

shopping goodsshopping goods

�� Specialty goodsSpecialty goods
�� Unsought goodsUnsought goods



The Product and the 
Product Mix

�� IndustrialIndustrial--Goods ClassificationGoods Classification
�� Materials and partsMaterials and parts

�� Farm productsFarm products
�� Natural productsNatural products
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�� Natural productsNatural products
�� Manufactured Manufactured 

materials and partsmaterials and parts
�� Component materialsComponent materials
�� Component partsComponent parts

�� Capital itemsCapital items
�� InstallationsInstallations
�� EquipmentEquipment



The Product and the 
Product Mix

�� Supplies and business servicesSupplies and business services
�� Maintenance and Maintenance and 

repair itemsrepair items
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�� Operating suppliesOperating supplies
�� Maintenance and Maintenance and 

repair servicesrepair services
�� Business advisory Business advisory 

servicesservices



The Product and the 
Product Mix

�� Product mix (Product Product mix (Product 
assortment)assortment)
�� Product mix has a certain:Product mix has a certain:
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�� Product mix has a certain:Product mix has a certain:
�� WidthWidth
�� LengthLength
�� DepthDepth
�� ConsistencyConsistency



Table 14.1: Product-Mix Width and Product-Line 
Length for Proctor& Gamble Products

PRODUCTPRODUCT--

ProductProduct--Mix WidthMix Width

DetergentsDetergents ToothpasteToothpaste
Disposable Disposable 
Bar SoapBar Soap DiapersDiapers

Paper Paper 
TissueTissue

Ivory Snow Ivory Snow 
(1930)(1930)

Dreft Dreft 

Gleem (1952)Gleem (1952)

Crest (1955)Crest (1955)

Ivory Ivory 
(1879)(1879)

Kirk’s Kirk’s 

Pampers Pampers 
(1961)(1961)

Luvs Luvs 

Charmin Charmin 
(1928) (1928) 

Puffs Puffs 
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PRODUCTPRODUCT--
LINE LINE 
LENGTHLENGTH

Dreft Dreft 
(1933)(1933)

Tide Tide 
(1946)(1946)

Cheer Cheer 
(1950)(1950)

Kirk’s Kirk’s 
(1885) (1885) 

Lava Lava 
(1893)(1893)

Camay Camay 
(1926)(1926)

Luvs Luvs 
(1976)(1976)

Puffs Puffs 
(1960)(1960)

Banner Banner 
(1982)(1982)

Summit Summit 
(1992)(1992)

See text for complete table



The Product and the 
Product Mix

�� ProductProduct--line decisionsline decisions
�� ProductProduct--line analysisline analysis

�� Sales and ProfitsSales and Profits

�� Four types of Four types of 
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�� Four types of Four types of 
product classes:product classes:
�� Core productCore product
�� StaplesStaples
�� SpecialtiesSpecialties
�� Convenience itemsConvenience items



The Product and the 
Product Mix

�� Market profileMarket profile
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Figure 14.4: 
Product Map 
for a 
Paper-Product 
Line



The Product and the 
Product Mix

�� ProductProduct--line lengthline length
�� Line StretchingLine Stretching

�� Downmarket StretchDownmarket Stretch
�� The company may notice strong growth opportunities as The company may notice strong growth opportunities as 
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�� The company may notice strong growth opportunities as The company may notice strong growth opportunities as 
mass retailers attract a growing number of shoppersmass retailers attract a growing number of shoppers

�� The company may wish to tie up lowerThe company may wish to tie up lower--end competitors end competitors 
who might otherwise try to move upmarketwho might otherwise try to move upmarket

�� The company may find that the middle market is The company may find that the middle market is 
stagnating or decliningstagnating or declining

�� Upmarket StretchUpmarket Stretch
�� TwoTwo--Way StretchWay Stretch



Kmart has entered into branding and Kmart has entered into branding and 
distribution agreements with celebrities like distribution agreements with celebrities like 
Kate Smith for women’s apparel and Martha Kate Smith for women’s apparel and Martha 
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Stewart in house wares, gardening supplies, Stewart in house wares, gardening supplies, 
etc.  Is this an upmarket stretch, a etc.  Is this an upmarket stretch, a 
downmarket stretch or a twodownmarket stretch or a two--way stretch way stretch 
for Kmart?  for Kmart?  



The Product and the 
Product Mix

�� Line FillingLine Filling
�� JustJust--noticeable noticeable 

differencedifference

�� Brand decisionsBrand decisions
�� What is brand?What is brand?

�� AttributesAttributes
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�� Line Modernization, Line Modernization, 
featuring, and featuring, and 
pruningpruning

�� AttributesAttributes
�� BenefitsBenefits
�� ValuesValues
�� CultureCulture
�� PersonalityPersonality
�� UserUser



The Product and the 
Product Mix

�� Commonly used research approaches Commonly used research approaches 
to determine brand meaning:to determine brand meaning:
�� Word associationsWord associations
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�� Personifying the Personifying the 
brandbrand

�� Laddering up the Laddering up the 
brand essencebrand essence
�� Brand essenceBrand essence
�� Laddering upLaddering up



The Product and the 
Product Mix

�� Building Brand IdentityBuilding Brand Identity
�� Brand bondingBrand bonding

�� Brands are not built by advertising Brands are not built by advertising 
but by the brand experiencebut by the brand experience
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but by the brand experiencebut by the brand experience
�� Everyone in the company lives the brandEveryone in the company lives the brand
�� Three ways to carry on internal branding Three ways to carry on internal branding ––

Employees mustEmployees must
�� UnderstandUnderstand
�� Desire, and Desire, and 
�� Deliver on the brand promiseDeliver on the brand promise



�� Building Brands in the new economyBuilding Brands in the new economy
�� Heidi and Don Schultz urge companies to:Heidi and Don Schultz urge companies to:

�� Clarify the corporation’s basic values and build the corporate Clarify the corporation’s basic values and build the corporate 
brand.brand.

The Product and the 
Product Mix
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�� Use brand managers to carry out the tactical work.Use brand managers to carry out the tactical work.
�� Develop a more comprehensive brandDevelop a more comprehensive brand--building plan.building plan.
�� Define the brand’s basic essence to be delivered wherever it is sold.Define the brand’s basic essence to be delivered wherever it is sold.
�� Use the brandUse the brand--value proposition as the key driver of the company’s value proposition as the key driver of the company’s 

strategy, operations, services, and product development.strategy, operations, services, and product development.
�� Measure their brandMeasure their brand--building effectiveness, not by the old measures building effectiveness, not by the old measures 

of awareness, recognition, and recall, but by a more comprehensive of awareness, recognition, and recall, but by a more comprehensive 
set of measures including customerset of measures including customer--perceived value, customer perceived value, customer 
satisfaction, customer share of wallet, customer retention, and satisfaction, customer share of wallet, customer retention, and 
customer advocacy.customer advocacy.



The Product and the 
Product Mix

�� Brand EquityBrand Equity
�� Brand awarenessBrand awareness
�� Brand acceptabilityBrand acceptability
�� Brand preferenceBrand preference
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�� Brand preferenceBrand preference
�� Aaker’s five levels of customer attitude:Aaker’s five levels of customer attitude:

�� The customer will change brands, especially forThe customer will change brands, especially for
price reasons. No brand loyalty.price reasons. No brand loyalty.

�� Customer is satisfied. No reason to change brands.Customer is satisfied. No reason to change brands.
�� Customer is satisfied and would incur cost by Customer is satisfied and would incur cost by 

changing brand.changing brand.
�� Customer values the brand and sees it as a  friend.Customer values the brand and sees it as a  friend.
�� Customer is devoted to the brand.Customer is devoted to the brand.



The Product and the 
Product Mix

�� Value of Brand EquityValue of Brand Equity
�� Brand valuationBrand valuation
�� Competitive advantages of high brand equity:Competitive advantages of high brand equity:

�� The company will have more leverage in bargaining with The company will have more leverage in bargaining with 
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�� The company will have more leverage in bargaining with The company will have more leverage in bargaining with 
distributors and retailers because customers expect them distributors and retailers because customers expect them 
to carry the brand.to carry the brand.

�� The company can charge a higher price than its The company can charge a higher price than its 
competitors because the brand has higher perceived competitors because the brand has higher perceived 
quality.quality.

�� The company can more easily launch extensions because The company can more easily launch extensions because 
the brand name carries high credibility.the brand name carries high credibility.

�� The brand offers some defense against price competition.The brand offers some defense against price competition.



�� Managing Brand EquityManaging Brand Equity

�� Branding ChallengesBranding Challenges
�� Branding Decision: To Brand or Not to Brand?Branding Decision: To Brand or Not to Brand?

The Product and the Product Mix
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When is a brand more than just a brand? When is a brand more than just a brand? 
Have you ever based a purchasing decision Have you ever based a purchasing decision 
primarily on the brand? Was it because of primarily on the brand? Was it because of 
some perceived quality difference, or was it some perceived quality difference, or was it 
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some perceived quality difference, or was it some perceived quality difference, or was it 
based on the expectation of how others based on the expectation of how others 
would see or treat you? Have you ever  seen would see or treat you? Have you ever  seen 
someone buying a given someone buying a given 
brand of an item in an brand of an item in an 
attempt to be seen as “cool”?attempt to be seen as “cool”?



The Product and the 
Product Mix

�� Branding gives the seller several advantages:Branding gives the seller several advantages:
�� Brand name makes it easier for the seller to Brand name makes it easier for the seller to 

process orders and track down problemsprocess orders and track down problems
�� Seller’s brand name and trademark provide legal Seller’s brand name and trademark provide legal 
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�� Seller’s brand name and trademark provide legal Seller’s brand name and trademark provide legal 
protection of unique product featuresprotection of unique product features

�� Branding gives the seller the opportunity to Branding gives the seller the opportunity to 
attract a loyal and profitable set of customers.attract a loyal and profitable set of customers.

�� Branding helps the seller segment markets.Branding helps the seller segment markets.
�� Strong brands help build corporate image, Strong brands help build corporate image, 

making it easier to launch new brands and gain making it easier to launch new brands and gain 
acceptance by distributors and consumers.acceptance by distributors and consumers.



The Product and the 
Product Mix

�� BrandBrand--Sponsor DecisionsSponsor Decisions
�� Manufacturer brandManufacturer brand
�� Distributor brandDistributor brand
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�� Distributor brandDistributor brand
�� Licensed brand nameLicensed brand name
�� Slotting feeSlotting fee
�� Brand ladderBrand ladder
�� Brand parityBrand parity



The Product and the 
Product Mix

�� BrandBrand--Name DecisionName Decision
�� Four available strategies:Four available strategies:

�� Individual namesIndividual names
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�� Individual namesIndividual names
�� Blanket family namesBlanket family names
�� Separate family names for all productsSeparate family names for all products
�� Corporate name combined with Corporate name combined with 

individual product namesindividual product names



The Product and the 
Product Mix

�� Desirable qualities for a brand nameDesirable qualities for a brand name
�� It should suggest something about the product’s It should suggest something about the product’s 

benefitsbenefits
�� It should suggest the product or service categoryIt should suggest the product or service category
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�� It should suggest the product or service categoryIt should suggest the product or service category
�� It should suggest concrete, “high imagery” It should suggest concrete, “high imagery” 

qualitiesqualities
�� It should be easy to spell, pronounce, recognize, It should be easy to spell, pronounce, recognize, 

and rememberand remember
�� It should be distinctiveIt should be distinctive
�� It should not carry poor meanings in other It should not carry poor meanings in other 

countries and languages countries and languages 



The Product and the 
Product Mix

�� Brand building toolsBrand building tools
�� Public relations and Public relations and 

press releasespress releases
�� SponsorshipsSponsorships

�� Public facilitiesPublic facilities
�� Social cause Social cause 

marketingmarketing
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�� SponsorshipsSponsorships
�� Clubs and consumer Clubs and consumer 

communitiescommunities
�� Factory visitsFactory visits
�� Trade showsTrade shows
�� Event marketingEvent marketing

marketingmarketing
�� High value for High value for 

the moneythe money
�� Founder’s or a Founder’s or a 

celebrity personalitycelebrity personality
�� Mobile phone Mobile phone 

marketingmarketing



Nike’s arrangement with Michael Jordan Nike’s arrangement with Michael Jordan 
has provided an excellent example of a  has provided an excellent example of a  
celebrity endorsement.  Can you think of celebrity endorsement.  Can you think of 
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celebrity endorsement.  Can you think of celebrity endorsement.  Can you think of 
an endorsement campaign that backfired? an endorsement campaign that backfired? 
What did it cost the company What did it cost the company 
in the short term? What, in the short term? What, 
if any, have been the if any, have been the 
lasting effects?lasting effects?



The Product and the 
Product Mix

�� Brand Strategy DecisionBrand Strategy Decision
�� Functional brandFunctional brand
�� Image brandImage brand
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�� Experimental Experimental 
brandsbrands

�� Line ExtensionsLine Extensions
�� Branded variantsBranded variants

�� Brand extensionsBrand extensions
�� Brand dilutionBrand dilution



The Product and the 
Product Mix

�� Multibrands, New Brands, and Multibrands, New Brands, and 
CoCo--BrandsBrands
�� MultibrandMultibrand
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�� Flanker BandsFlanker Bands
�� CoCo--branding (Dual branding)branding (Dual branding)

�� Ingredient coIngredient co--brandingbranding
�� SameSame--company cocompany co--brandingbranding
�� Joint venture coJoint venture co--brandingbranding
�� Multisponsor coMultisponsor co--brandingbranding



The Product and the 
Product Mix

�� Brand Asset ManagementBrand Asset Management

�� Brand Auditing and RepositioningBrand Auditing and Repositioning
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�� Brand report cardBrand report card



The Product and the 
Product Mix

�� Packaging and LabelingPackaging and Labeling
�� PackagingPackaging
�� PackagePackage

�� Primary PackagePrimary Package
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�� Primary PackagePrimary Package
�� Secondary PackageSecondary Package
�� Shipping PackageShipping Package

�� Factors which have contributed to the growing use Factors which have contributed to the growing use 
of packaging as a marketing toolof packaging as a marketing tool
�� SelfSelf--ServiceService
�� Consumer affluenceConsumer affluence
�� Company and brand imageCompany and brand image
�� Innovation opportunityInnovation opportunity



The Product and the 
Product Mix

�� LabelingLabeling
�� FunctionsFunctions

�� IdentificationIdentification
�� GradingGrading
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�� GradingGrading
�� DescriptionDescription

�� Consumerists have lobbied for:Consumerists have lobbied for:
�� Open datingOpen dating
�� Unit pricingUnit pricing
�� Grade labelingGrade labeling
�� Percentage labelingPercentage labeling



Chapter 15 Chapter 15 
Designing and Managing Designing and Managing 
ServicesServices
byby
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PowerPoint byPowerPoint by
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Every business is a 
service business. 

Kotler on 
Marketing
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service business. 
Does your service 
put a smile on the 
customer’s face?



Chapter Objectives 
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions:questions:
�� How are services defined and classified?How are services defined and classified?

�� How do services differ from goods?How do services differ from goods?
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�� How do services differ from goods?How do services differ from goods?

�� How can service firms improve their How can service firms improve their 
differentiation, quality, and productivity?differentiation, quality, and productivity?

�� How can goodsHow can goods--producing companies producing companies 
improve their customer support services?improve their customer support services?



Keen.com is a virtual Keen.com is a virtual 
advice marketplaceadvice marketplace

The Nature of Services
�� Government sectorGovernment sector
�� Private nonPrivate non--profit profit 

sectorsector
�� Business Business 

sectorsector
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�� Manufacturing Manufacturing 
sectorsector

�� ServiceService



�� Categories of Service MixCategories of Service Mix
�� Pure tangible goodPure tangible good

�� Tangible good with Tangible good with 
accompanying servicesaccompanying services

The Nature of Services
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accompanying servicesaccompanying services

�� HybridHybrid

�� Major service with accompanying Major service with accompanying 
minor goods and servicesminor goods and services

�� Pure servicePure service



�� Characteristics of Services and Their Characteristics of Services and Their 
Marketing ImplicationsMarketing Implications
�� IntangibilityIntangibility

�� Service positioning strategy can be Service positioning strategy can be 

The Nature of Services
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made tangible through:made tangible through:
�� PlacePlace
�� PeoplePeople
�� EquipmentEquipment
�� Communication materialCommunication material
�� SymbolsSymbols
�� PricePrice



Online companies that provide services are Online companies that provide services are 
often directly impacted by the quality of a often directly impacted by the quality of a 
customer’s computer or the customer’s customer’s computer or the customer’s 
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customer’s computer or the customer’s customer’s computer or the customer’s 
Internet connection. Can you think of Internet connection. Can you think of 
another service sector that has so little another service sector that has so little 
control over the environment control over the environment 
in which their services in which their services 
are provided?are provided?



The Nature of Services

�� Carbone and Haeckel purpose the Carbone and Haeckel purpose the 
following for following for customer experience customer experience 
engineeringengineering
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engineeringengineering
�� Performance and context cluesPerformance and context clues

�� HumanicsHumanics
�� MechanicsMechanics

�� Experience blueprintExperience blueprint



The Nature of Services
�� InseparabilityInseparability

�� VariabilityVariability
�� Quality control by:Quality control by:

�� Good hiring and training proceduresGood hiring and training procedures
�� Service blueprintService blueprint
�� Monitoring Monitoring 
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�� Monitoring Monitoring 
customer customer 
satisfactionsatisfaction



�� PerishabilityPerishability
�� Strategies for better matching between demand and Strategies for better matching between demand and 

supply in a service businesssupply in a service business
�� Differential pricingDifferential pricing
�� Nonpeak demandNonpeak demand
�� Complementary servicesComplementary services

The Nature of Services
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�� Complementary servicesComplementary services
�� Reservation systemsReservation systems
�� PartPart--time employeestime employees
�� PeakPeak--time efficiencytime efficiency
�� Increased consumer participationIncreased consumer participation
�� Shared servicesShared services
�� Facilities for future expansionFacilities for future expansion



Marketing Strategies 
for Service Firms

�� Three Additional PsThree Additional Ps
�� PeoplePeople

�� Physical Physical 
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�� Physical Physical 
evidenceevidence
�� presentationpresentation

�� ProcessProcess



Figure 15.3: Three Types of Marketing in Service In dustries
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Marketing Strategies 
for Service Firms

�� Service Companies face three tasks:Service Companies face three tasks:
�� Competitive differentiationCompetitive differentiation
�� Service qualityService quality
�� ProductivityProductivity
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�� ProductivityProductivity

�� Managing differentiationManaging differentiation
�� OfferingOffering

�� Primary service packagePrimary service package
�� Secondary service featuresSecondary service features



Kaiser Permanente Online has Kaiser Permanente Online has 
over 30,000 registered usersover 30,000 registered users
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Marketing Strategies 
for Service Firms

�� Faster and Better DeliveryFaster and Better Delivery
�� ReliabilityReliability
�� ResilienceResilience
�� InnovativenessInnovativeness
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�� InnovativenessInnovativeness

�� ImageImage

�� Managing Service QualityManaging Service Quality
�� Perceived servicePerceived service

�� Expected serviceExpected service



FedEx and UPS have taken over much of the FedEx and UPS have taken over much of the 
US Postal Service’s business, mostly through US Postal Service’s business, mostly through 
flexibility and innovation that the USPS can’t flexibility and innovation that the USPS can’t 
match.  Can you think of another governmental match.  Can you think of another governmental 
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match.  Can you think of another governmental match.  Can you think of another governmental 
service (anywhere in the world) where a private service (anywhere in the world) where a private 
company has been able to take the profitable company has been able to take the profitable 
segment of a service, and segment of a service, and 
leave the less profitable or leave the less profitable or 
more risky segment for a more risky segment for a 
government agency? government agency? 



Marketing Strategies 
for Service Firms

�� Five gaps that cause unsuccessful Five gaps that cause unsuccessful 
deliverydelivery
�� Gap between consumer Gap between consumer 

expectation and management expectation and management 
perceptionperception

�� Gap between management Gap between management 
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�� Gap between management Gap between management 
perception and serviceperception and service--quality quality 
specificationspecification

�� Gap between serviceGap between service--quality quality 
specification and service deliveryspecification and service delivery

�� Gap between service delivery and Gap between service delivery and 
external communicationsexternal communications

�� Gap between perceived service Gap between perceived service 
and expected serviceand expected service



�� Five determinants of service qualityFive determinants of service quality
�� ReliabilityReliability
�� ResponsivenessResponsiveness
�� AssuranceAssurance

Marketing Strategies 
for Service Firms

www.bookfiesta4u.blogspot.com 11-474

�� AssuranceAssurance
�� EmpathyEmpathy
�� TangiblesTangibles

�� Strategic ConceptStrategic Concept

�� TopTop--Management CommitmentManagement Commitment

�� High StandardsHigh Standards

�� SelfSelf--Service Technologies (SSTS)Service Technologies (SSTS)



Myalert.com provides access to services Myalert.com provides access to services 
that users can perform themselvesthat users can perform themselves
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Table 15.1 Customer Importance and Performance 
Ratings for an Auto Dealership

Mean Mean MeanMean

AttributeAttribute ImportanceImportance PerformancePerformance

NumberNumber Attribute DescriptionAttribute Description RatingRating RatingRating
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11 Job done right the first timeJob done right the first time 3.833.83 2.632.63

22 Fast action on complaintsFast action on complaints 3.633.63 2.732.73

33 Prompt warranty workPrompt warranty work 3.603.60 3.153.15

44 Able to do any job neededAble to do any job needed 3.563.56 3.003.00

See text for complete table



Marketing Strategies for Service Firms
�� Satisfying Customer ComplaintsSatisfying Customer Complaints
�� Satisfying Employees As Well As CustomersSatisfying Employees As Well As Customers

�� Managing ProductivityManaging Productivity
�� Seven approaches to improving service productivity:Seven approaches to improving service productivity:

�� Have service providers work more skillfullyHave service providers work more skillfully
�� Increase the quantity of service by surrendering some qualityIncrease the quantity of service by surrendering some quality
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�� Increase the quantity of service by surrendering some qualityIncrease the quantity of service by surrendering some quality
�� “Industrialize the service” by adding equipment and standardizing “Industrialize the service” by adding equipment and standardizing 

productionproduction
�� Reduce or make obsolete the need for a service by inventing a Reduce or make obsolete the need for a service by inventing a 

product solutionproduct solution
�� Design a more effective serviceDesign a more effective service
�� Present customers with incentives to substitute their own labor for Present customers with incentives to substitute their own labor for 

company laborcompany labor
�� Harness the power of technology to give customers access to better Harness the power of technology to give customers access to better 

service and make service workers more productive service and make service workers more productive 



Managing Product 
Support Services

�� Customers have three worriesCustomers have three worries
�� Reliability and failure frequencyReliability and failure frequency
�� Downtime durationDowntime duration
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�� Downtime durationDowntime duration
�� OutOut--ofof--pocket costs of pocket costs of 

maintenance and repairmaintenance and repair

�� LifeLife--cycle costcycle cost



Managing Product 
Support Services

�� To provide the best support for expensive To provide the best support for expensive 
equipment, firms offer:equipment, firms offer:
�� Facilitating servicesFacilitating services
�� ValueValue--augmenting servicesaugmenting services
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�� ValueValue--augmenting servicesaugmenting services

�� Herman Miller Office Furniture Company Herman Miller Office Furniture Company 
offers:offers:
�� FiveFive--year product warrantiesyear product warranties
�� Quality audits after installationQuality audits after installation
�� Guaranteed moveGuaranteed move--in datesin dates
�� TradeTrade--in allowances on systems productsin allowances on systems products



Managing Product 
Support Services

�� Postsale Service StrategyPostsale Service Strategy

�� Major trends in product support serviceMajor trends in product support service
�� Lele has noted the following:Lele has noted the following:
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�� Lele has noted the following:Lele has noted the following:
�� Equipment manufacturers are building more Equipment manufacturers are building more 

reliable and more easily fixable equipmentreliable and more easily fixable equipment
�� Customers are becoming more sophisticated Customers are becoming more sophisticated 

about buying product support services  about buying product support services  
�� “Service unbundling”“Service unbundling”



Managing Product 
Support Services
�� Customers dislike dealing with multiple Customers dislike dealing with multiple 

service providers handling different types service providers handling different types 
of equipmentof equipment
�� ThirdThird--party service organizationsparty service organizations

�� Service contracts (extended warranties) Service contracts (extended warranties) 
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�� Service contracts (extended warranties) Service contracts (extended warranties) 
may diminish in importancemay diminish in importance

�� Customer service choices are increasing Customer service choices are increasing 
rapidlyrapidly––this is holding down prices and this is holding down prices and 
profitsprofits

�� Companies are increasing the quality of Companies are increasing the quality of 
their call centers and their customer service their call centers and their customer service 
representatives (CSRs)representatives (CSRs)



Chapter 16 Chapter 16 
Developing Price Strategies Developing Price Strategies 
and Programsand Programs
byby
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PowerPoint byPowerPoint by
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Sell value, Sell value, 
not price.not price.

Kotler on 
Marketing
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not price.not price.



Chapter Objectives 
�� In this chapter, we focus on three In this chapter, we focus on three 

questions:questions:
�� How should a price be set on a product or How should a price be set on a product or 

service for the first time?service for the first time?
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service for the first time?service for the first time?

�� How should the price be adapted to meet How should the price be adapted to meet 
varying circumstances and opportunities?varying circumstances and opportunities?

�� When should the company initiate a price When should the company initiate a price 
change, and how should it respond to a change, and how should it respond to a 
competitor’s price change?competitor’s price change?



Figure 16.1: Nine Price-Quality Strategies
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Figure 16.2: Price Should Align with Value
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Setting the Price 
�� Step 1: Selecting the pricing objectiveStep 1: Selecting the pricing objective

�� SurvivalSurvival
�� Maximize current profitsMaximize current profits
�� Maximize their market shareMaximize their market share

�� MarketMarket --penetration pricingpenetration pricing

www.bookfiesta4u.blogspot.com 11-487

�� MarketMarket --penetration pricingpenetration pricing
�� Best when:Best when:

�� Market is highly priceMarket is highly price--sensitive, and a low price sensitive, and a low price 
stimulates market growth,stimulates market growth,

�� Production and distribution costs fall within Production and distribution costs fall within 
accumulated production experience, andaccumulated production experience, and

�� Low price discourages actual and potential Low price discourages actual and potential 
competitioncompetition



Many companies engage in “market Many companies engage in “market 
skimming,” offering new products at skimming,” offering new products at 
whatever price the market will bear, then whatever price the market will bear, then 
over time decreasing the price in order to over time decreasing the price in order to 
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over time decreasing the price in order to over time decreasing the price in order to 
gain the maximum profit from each gain the maximum profit from each 
market segment. Can you think of any market segment. Can you think of any 
products that wouldn’t  fit products that wouldn’t  fit 
this pricing model? this pricing model? 
Why not? Why not? 



Maytag’s homepage presents its Maytag’s homepage presents its 
“corporate family of brands”“corporate family of brands”
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Setting the Price 
�� Step 2: Determining DemandStep 2: Determining Demand

�� Price sensitivityPrice sensitivity

�� Total Cost of Ownership (TCO)Total Cost of Ownership (TCO)
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Setting the Price 
�� Tom Nagle offers this list of factors associated Tom Nagle offers this list of factors associated 

with lower price sensitivitywith lower price sensitivity
�� The product is more distinctiveThe product is more distinctive
�� Buyers are less aware of substitutesBuyers are less aware of substitutes
�� Buyers cannot easily compare the quality of substitutesBuyers cannot easily compare the quality of substitutes
�� The expenditure is a smaller part of the buyer’s total incomeThe expenditure is a smaller part of the buyer’s total income
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�� The expenditure is a smaller part of the buyer’s total incomeThe expenditure is a smaller part of the buyer’s total income
�� The expenditure is small compared to the total cost of the end The expenditure is small compared to the total cost of the end 

productproduct
�� Part of the cost is borne by another partyPart of the cost is borne by another party
�� The product is used in conjunction with assets previously boughtThe product is used in conjunction with assets previously bought
�� The product is assumed to have more quality, prestige, or The product is assumed to have more quality, prestige, or 

exclusivenessexclusiveness
�� Buyers cannot store the productBuyers cannot store the product



Setting the Price 
�� Estimating Demand CurvesEstimating Demand Curves

�� Price Elasticity of DemandPrice Elasticity of Demand
�� InelasticInelastic
�� ElasticElastic
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�� ElasticElastic
�� Price indifference bandPrice indifference band



Setting the Price 
�� Step 3: Estimating CostStep 3: Estimating Cost

�� Types of Cost and Levels of ProductionTypes of Cost and Levels of Production
�� Fixed costs (overhead)Fixed costs (overhead)
�� Variable costVariable cost
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�� Variable costVariable cost
�� Total costTotal cost
�� Average costAverage cost

�� Accumulated ProductionAccumulated Production
�� Experience curve (Learning curve)Experience curve (Learning curve)



Setting the Price 
�� Differentiated Marketing OffersDifferentiated Marketing Offers

�� ActivityActivity--based cost (ABC) accountingbased cost (ABC) accounting

�� Target costingTarget costing

�� Step 4: Analyzing Competitors’ Step 4: Analyzing Competitors’ 
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�� Step 4: Analyzing Competitors’ Step 4: Analyzing Competitors’ 
Cost, Prices, and OffersCost, Prices, and Offers



Setting the Price 
�� Step 5: Selecting a Pricing MethodStep 5: Selecting a Pricing Method

�� Markup PricingMarkup Pricing
Unit Cost = Unit Cost = 

variable cost + (fixed cost/unit sales)variable cost + (fixed cost/unit sales)
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�� Markup price Markup price 
Markup price= Markup price= 

unit cost/ (1 unit cost/ (1 –– desired return on sales) desired return on sales) 

�� TargetTarget--Return PricingReturn Pricing
TargetTarget--return price = return price = 
unit cost + (desired return X investment capital)/unit salesunit cost + (desired return X investment capital)/unit sales



�� BreakBreak--even volumeeven volume
BreakBreak--even volume = fixed cost / (price even volume = fixed cost / (price –– variable cost)variable cost)

�� PerceivedPerceived--Value PricingValue Pricing
�� Perceived valuePerceived value
�� Price buyersPrice buyers Figure 16.8: Break -Even Chart for 

Setting the Price 
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�� Price buyersPrice buyers
�� Value buyersValue buyers
�� Loyal buyersLoyal buyers
�� ValueValue--inin--use priceuse price

Figure 16.8: Break -Even Chart for 
Determining Target-Return Price and 

Break-Even Volume



Setting the Price 
�� Value PricingValue Pricing

�� Everyday low pricing (EDLP)Everyday low pricing (EDLP)
�� HighHigh--low pricinglow pricing

�� GoingGoing--Rate PricingRate Pricing
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�� GoingGoing--Rate PricingRate Pricing
�� AuctionAuction--Type PricingType Pricing

�� English auctions (ascending bids)English auctions (ascending bids)
�� Dutch auctions (descending bids)Dutch auctions (descending bids)
�� SealedSealed--bid auctionsbid auctions

�� Group PricingGroup Pricing



Table 16.1:  Effect of Different Bids 
on Expected Profit

Company’sCompany’s
BidBid

Company’sCompany’s
ProfitProfit

Probability Probability 
of Gettingof Getting

Award with Award with 
This BidThis Bid

(Assumed)(Assumed)
ExpectedExpected

ProfitProfit
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$  9,500$  9,500 $  100$  100 0.810.81 $  81$  81

10,00010,000 600600 0.360.36 216216

10,50010,500 1,1001,100 0.090.09 9999

11,00011,000 1,6001,600 0.010.01 1616



volumebuy.com: group or pool pricingvolumebuy.com: group or pool pricing
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Some large entities, both public and private, Some large entities, both public and private, 
currently bid online for many products and services.  currently bid online for many products and services.  
Do you think there will be a market for consumers to Do you think there will be a market for consumers to 
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Do you think there will be a market for consumers to Do you think there will be a market for consumers to 
bid on electrical power, like major corporate bid on electrical power, like major corporate 
electricity users do? What about oil electricity users do? What about oil 
for heating? Can you think of any for heating? Can you think of any 
other products or services with a other products or services with a 
potential online auction potential online auction 
market for home users?market for home users?



Setting the Price 
�� Step 6: Selecting the Final PriceStep 6: Selecting the Final Price

�� Psychological PricingPsychological Pricing
�� Reference priceReference price

�� GainGain--andand--RiskRisk--Sharing PricingSharing Pricing
�� Influence of the Other Marketing ElementsInfluence of the Other Marketing Elements
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�� Influence of the Other Marketing ElementsInfluence of the Other Marketing Elements
�� Brands with average relative quality but high relative Brands with average relative quality but high relative 

advertising budgets charged premium pricesadvertising budgets charged premium prices
�� Brands with high relative quality and high relative Brands with high relative quality and high relative 

advertising budgets obtained the highest pricesadvertising budgets obtained the highest prices
�� The positive relationship between high advertising The positive relationship between high advertising 

budgets and high prices held most strongly in the later budgets and high prices held most strongly in the later 
stages of the product life cycle for market leadersstages of the product life cycle for market leaders



Setting the Price 
�� Brands with average relative quality but high relative Brands with average relative quality but high relative 

advertising budgets charged premium pricesadvertising budgets charged premium prices
�� Brands with high relative quality and high relative Brands with high relative quality and high relative 

advertising budgets obtained the highest pricesadvertising budgets obtained the highest prices
�� The positive relationship between high advertising The positive relationship between high advertising 
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�� The positive relationship between high advertising The positive relationship between high advertising 
budgets and high prices held most strongly in the later budgets and high prices held most strongly in the later 
stages of the product life cycle for market leadersstages of the product life cycle for market leaders

�� Company Pricing PoliciesCompany Pricing Policies

�� Impact of Price on Other PartiesImpact of Price on Other Parties



Adapting the Price 

�� Geographical Pricing (Cash, Geographical Pricing (Cash, 
Countertrade, Barter)Countertrade, Barter)

�� CountertradeCountertrade
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�� BarterBarter
�� Compensation dealCompensation deal
�� Buyback arrangementBuyback arrangement
�� OffsetOffset

�� Price Discounts and AllowancesPrice Discounts and Allowances



Table 16.2:  Price Discounts and Allowances
Cash Discount:Cash Discount: A price reduction to buyers who pay b ills A price reduction to buyers who pay bills 

promptly. A typical example is “2/10, net 30,” promptly. A typical example is “2/10, net 30,” 
which means that payment is due within 30 which means that payment is due within 30 
days and that the buyer can deduct 2 days and that the buyer can deduct 2 
percent by paying the bill within 10 days.percent by paying the bill within 10 days.

Quantity Discount:Quantity Discount: A price reduction to those who bu y large A price reduction to those who buy large 
volumes. A typical example is “$10 per unit volumes. A typical example is “$10 per unit 
for less than 100 units; $9 per unit for 100 or for less than 100 units; $9 per unit for 100 or 
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for less than 100 units; $9 per unit for 100 or for less than 100 units; $9 per unit for 100 or 
more units.” Quantity discounts must be more units.” Quantity discounts must be 
offered equally to all customers and must offered equally to all customers and must 
not exceed the cost savings to the seller. not exceed the cost savings to the seller. 
They can be offered on each order placed or They can be offered on each order placed or 
on the number of units ordered over a given on the number of units ordered over a given 
period.period.

See text for complete table



Adapting the Price 
�� Promotional PricingPromotional Pricing

�� LossLoss--leader pricingleader pricing

�� SpecialSpecial--event pricingevent pricing

�� Cash rebatesCash rebates
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�� Cash rebatesCash rebates

�� LowLow--interest financinginterest financing

�� Longer payment termsLonger payment terms

�� Warranties and service contractsWarranties and service contracts

�� Psychological discountingPsychological discounting



Adapting the Price 
�� Discriminatory PricingDiscriminatory Pricing

�� Customer segment pricingCustomer segment pricing

�� ProductProduct--form pricingform pricing

�� Image pricingImage pricing
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�� Image pricingImage pricing

�� Channel pricingChannel pricing

�� Location pricingLocation pricing

�� Time pricingTime pricing
�� Yield pricingYield pricing



Adapting the Price 
�� ProductProduct--mix pricingmix pricing

�� ProductProduct--Line PricingLine Pricing
�� OptionalOptional--Feature PricingFeature Pricing
�� CaptiveCaptive--Product PricingProduct Pricing
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�� CaptiveCaptive--Product PricingProduct Pricing
�� Captive productsCaptive products

�� TwoTwo--Part PricingPart Pricing
�� ByBy--Product PricingProduct Pricing
�� ProductProduct--Bundling PricingBundling Pricing

�� Pure bundlingPure bundling
�� Mixed bundlingMixed bundling



personify.com provides software that helps personify.com provides software that helps 
Web merchants find target customersWeb merchants find target customers
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Initiating and Responding to 
Price Changes 

�� Initiating Price CutsInitiating Price Cuts
�� Drive to dominate the market Drive to dominate the market 
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�� Drive to dominate the market Drive to dominate the market 
through lower coststhrough lower costs

�� Low quality trapLow quality trap

�� FragileFragile--marketmarket--share trapshare trap

�� ShallowShallow--pockets trappockets trap



Table 16.3:  Marketing-Mix Alternatives

Strategic OptionsStrategic Options ReasoningReasoning ConsequencesConsequences

1. Maintain price and 1. Maintain price and 
perceived quality.    perceived quality.    
Engage in selective Engage in selective 
customer pruning.customer pruning.

Firm has higher Firm has higher 
customer loyalty. It is customer loyalty. It is 
willing to lose poorer willing to lose poorer 
customers to customers to 
competitors.competitors.

Smaller market share. Smaller market share. 
Lowered profitability.Lowered profitability.

2. Raise price and    2. Raise price and    Raise price to cover Raise price to cover Smaller market share. Smaller market share. 
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2. Raise price and    2. Raise price and    
perceived quality.perceived quality.

3. Maintain price and 3. Maintain price and 
raise perceived raise perceived 
quality.quality.

Raise price to cover Raise price to cover 
rising costs. Improve rising costs. Improve 
quality to justify higher quality to justify higher 
prices.prices.
It is cheaper to It is cheaper to 
maintain price and maintain price and 
raise perceived quality.raise perceived quality.

Smaller market share. Smaller market share. 
Maintained Maintained 
profitability.profitability.

Smaller market share. Smaller market share. 
ShortShort--term decline in term decline in 
profitability. Longprofitability. Long--term term 
increase in increase in 
profitability.profitability.

See text for complete table



Table 16.4:  Profits Before and After a Price Incre ase
BeforeBefore AfterAfter

PricePrice $  10$  10 $10.10$10.10 (a 1 percent price increase)(a 1 percent price increase)

Units soldUnits sold 100100 100100

Initiating and Responding to Price Changes
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Units soldUnits sold 100100 100100

RevenueRevenue $1000$1000 $1010$1010

CostsCosts --970970 --970970

ProfitProfit $  30$  30 $  40$  40 (a 33 1/3 percent profit (a 33 1/3 percent profit 
increase)increase)



Initiating and Responding to 
Price Changes 

�� Initiating Price IncreasesInitiating Price Increases
�� Cost inflationCost inflation
�� Anticipatory pricingAnticipatory pricing
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�� Anticipatory pricingAnticipatory pricing
�� OverdemandOverdemand
�� Delayed quotation pricingDelayed quotation pricing
�� Escalator clausesEscalator clauses
�� UnbundlingUnbundling
�� Reduction of discountsReduction of discounts



Initiating and Responding to 
Price Changes 

�� Possible responses to higher costs or overhead without Possible responses to higher costs or overhead without 
raising prices include:raising prices include:
�� Shrinking the amount of product instead of raising the priceShrinking the amount of product instead of raising the price
�� Substituting less expensive materials or ingredientsSubstituting less expensive materials or ingredients
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�� Substituting less expensive materials or ingredientsSubstituting less expensive materials or ingredients
�� Reducing or removing product featuresReducing or removing product features
�� Removing or reducing product services, such as installation Removing or reducing product services, such as installation 

or free deliveryor free delivery
�� Using less expensive packaging material or larger package Using less expensive packaging material or larger package 

sizessizes
�� Reducing the number of sizes and models offeredReducing the number of sizes and models offered
�� Creating new economy brandsCreating new economy brands



Initiating and Responding to 
Price Changes 

�� Reactions to Price ChangesReactions to Price Changes
�� Customer ReactionsCustomer Reactions
�� Competitor ReactionsCompetitor Reactions
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�� Responding to Competitors’ Price Responding to Competitors’ Price 
ChangesChanges

�� Maintain priceMaintain price
�� Maintain price and add valueMaintain price and add value
�� Reduce priceReduce price
�� Increase price and improve qualityIncrease price and improve quality
�� Launch a lowLaunch a low--price fighter lineprice fighter line



Chapter 17  Chapter 17  
Designing and Managing Designing and Managing 
Value Networks and Value Networks and 
Marketing ChannelsMarketing Channels
byby
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Establish channels for 
different target markets 
and aim for efficiency, 

Kotler on 
Marketing
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and aim for efficiency, 
control, and 
adaptability.



�� In this chapter, we focus on the following In this chapter, we focus on the following 
channel questions from the viewpoint of the channel questions from the viewpoint of the 
manufacturers:manufacturers:
�� What is the value network and marketing What is the value network and marketing 

channel system?channel system?
�� What work is performed by marketing What work is performed by marketing 

Chapter Objectives
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�� What work is performed by marketing What work is performed by marketing 
channels?channels?

�� What decisions do companies face in What decisions do companies face in 
designing, managing, evaluating, and designing, managing, evaluating, and 
modifying their channels? modifying their channels? 

�� What trends are taking place in channel What trends are taking place in channel 
dynamics?dynamics?

�� How can channel conflict be managed?How can channel conflict be managed?



What is a Value Network and 
Marketing-Channel System?

�� Value NetworkValue Network
�� Marketing channelMarketing channel
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�� Marketing channelMarketing channel



Oracle’s home pageOracle’s home page
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What is a Value Network and 
Marketing-Channel System?
�� “Go“Go--toto--market” or market” or hybridhybrid channelschannels

�� IBM’s sales force sells to large accounts, outbound IBM’s sales force sells to large accounts, outbound 
telemarketing sells to mediumtelemarketing sells to medium--sized accounts, direct mail sized accounts, direct mail 
sells to small accounts, retailers sell to still smaller accounts, sells to small accounts, retailers sell to still smaller accounts, 
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sells to small accounts, retailers sell to still smaller accounts, sells to small accounts, retailers sell to still smaller accounts, 
and the Internet to sell specialty itemsand the Internet to sell specialty items

�� Charles Schwab enables its customers to do transactions in Charles Schwab enables its customers to do transactions in 
branch offices, over the phone, or via the Internetbranch offices, over the phone, or via the Internet

�� Staples markets through traditional retail, directStaples markets through traditional retail, direct--response response 
Internet site, virtual malls, and 30,000 linked affiliated sitesInternet site, virtual malls, and 30,000 linked affiliated sites



What is a Value Network and 
Marketing-Channel System?

�� Channel integration characteristics:Channel integration characteristics:
�� Ability to order a product online, and Ability to order a product online, and 

pick it up at a convenient retail locationpick it up at a convenient retail location
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pick it up at a convenient retail locationpick it up at a convenient retail location
�� Ability to return an onlineAbility to return an online--ordered ordered 

product to a nearby storeproduct to a nearby store
�� Right to receive discounts based on Right to receive discounts based on 

total of online and offtotal of online and off--line purchasesline purchases



What Work is Performed by 
Marketing Channels?

�� Many producers lack the financial resources Many producers lack the financial resources 
to carry out direct marketingto carry out direct marketing

�� In some cases direct marketing In some cases direct marketing 
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�� In some cases direct marketing In some cases direct marketing 
simply is not feasiblesimply is not feasible

�� Producers who do establish their own Producers who do establish their own 
channels can often earn a greater return by channels can often earn a greater return by 
increasing their investment in their main increasing their investment in their main 
business.business.



Figure 17.1: 
How a 
Distributor 
Effects an 
Economy of 
Effort

www.bookfiesta4u.blogspot.com 11-523



As more retailers develop a web presence, they As more retailers develop a web presence, they 
often move from a “brickoften move from a “brick--andand--mortar” to a mortar” to a 
“click“click--andand--mortar” business model where mortar” business model where 
customers expect channel integration. Can you customers expect channel integration. Can you 
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customers expect channel integration. Can you customers expect channel integration. Can you 
identify any potential problems for these identify any potential problems for these 
companies? Can you identify any unique companies? Can you identify any unique 
marketing opportunities marketing opportunities 
that such a change would that such a change would 
offer these companies?offer these companies?



What Work is Performed by 
Marketing Channels?

�� Channel Functions and FlowsChannel Functions and Flows
�� Key functions include:Key functions include:

�� Gather information about potential and Gather information about potential and 
current customers, competitors, and otherscurrent customers, competitors, and others
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current customers, competitors, and otherscurrent customers, competitors, and others
�� Develop and disseminate persuasive Develop and disseminate persuasive 

communications to stimulate purchasingcommunications to stimulate purchasing
�� Reach agreements on price and other terms so Reach agreements on price and other terms so 

that transfer of ownership or possession can be that transfer of ownership or possession can be 
effectedeffected

�� Place orders with manufacturersPlace orders with manufacturers



What Work is Performed by 
Marketing Channels?
�� Acquire funds to finance inventories at different Acquire funds to finance inventories at different 

levels in the marketing channellevels in the marketing channel
�� Assume risk connected with Assume risk connected with 

carrying out channel workcarrying out channel work
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carrying out channel workcarrying out channel work
�� Provide for the successive storage Provide for the successive storage 

and movement of physical productsand movement of physical products
�� Provide for buyers’ payment of their bills Provide for buyers’ payment of their bills 

through banks and other financial institutionsthrough banks and other financial institutions
�� Oversee actual transfer of ownership from one Oversee actual transfer of ownership from one 

organization or person to anotherorganization or person to another



Figure 17.2: Five Marketing Flows in the Marketing Channel 
for Forklift Trucks
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What Work is Performed by 
Marketing Channels?

�� Forward flowForward flow

�� Backward flowBackward flow
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�� Backward flowBackward flow



What Work is Performed by 
Marketing Channels?

�� Channel levelsChannel levels
�� ZeroZero--level channel (a.k.a. directlevel channel (a.k.a. direct--marketing marketing 

channel)channel)

�� OneOne--level channellevel channel
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�� OneOne--level channellevel channel

�� TwoTwo--level channellevel channel

�� ThreeThree--level channellevel channel

�� ReverseReverse--flow channelflow channel

�� Service Sector ChannelsService Sector Channels
�� Information Highway ChannelsInformation Highway Channels



The advent of print media, the telephone, The advent of print media, the telephone, 
radio, television, and the Internet have all radio, television, and the Internet have all 
provided new ways for marketers to get their provided new ways for marketers to get their 
message to their intended audience. As message to their intended audience. As 
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message to their intended audience. As message to their intended audience. As 
various technologies advance, these various technologies advance, these 
information channels offer more precise information channels offer more precise 
delivery of a message. Can delivery of a message. Can 
you identify an emerging you identify an emerging 
information distribution information distribution 
channel?channel?



The People’s Bank Internet siteThe People’s Bank Internet site

www.bookfiesta4u.blogspot.com 11-531



Channel-Design Decisions

�� Push strategyPush strategy
�� Pull strategyPull strategy

�� Designing a channel system Designing a channel system 
involves four steps:involves four steps:
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involves four steps:involves four steps:
�� Analyzing customer needsAnalyzing customer needs
�� Establishing channel objectivesEstablishing channel objectives
�� Identifying major channel alternativesIdentifying major channel alternatives
�� Evaluating major channel alternativesEvaluating major channel alternatives



Channel-Design Decisions

�� Analyze Customers’ Desired Analyze Customers’ Desired 
Service Output LevelsService Output Levels
�� Lot sizeLot size
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�� Lot sizeLot size

�� Waiting timeWaiting time

�� Spatial convenienceSpatial convenience

�� Product varietyProduct variety

�� Service backupService backup



Channel-Design Decisions

�� Establish Objectives and ConstraintsEstablish Objectives and Constraints
�� Identify Major Channel AlternativesIdentify Major Channel Alternatives

�� Types of IntermediariesTypes of Intermediaries
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�� Types of IntermediariesTypes of Intermediaries

�� Number of IntermediariesNumber of Intermediaries
�� Exclusive distributionExclusive distribution

�� Exclusive dealingExclusive dealing

�� Selective distributionSelective distribution
�� Intensive distributionIntensive distribution



Channel-Design Decisions

�� Terms and Responsibilities of Terms and Responsibilities of 
Channel MembersChannel Members
�� Price policyPrice policy
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�� Conditions of saleConditions of sale
�� Distributors’ territorial rightsDistributors’ territorial rights

�� Evaluate the Major AlternativesEvaluate the Major Alternatives
�� Economic CriteriaEconomic Criteria



Figure 17.4: The Value-Adds versus Costs of Differe nt Channels
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Channel-Design Decisions
�� Channel advantageChannel advantage

�� Control and Adaptive CriteriaControl and Adaptive Criteria
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Figure 17.5: 
Break-even 
Cost Chart



Channel-Management 
Decisions

�� Selecting Channel MembersSelecting Channel Members
�� Training Channel MembersTraining Channel Members
�� Motivating Channel MembersMotivating Channel Members
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�� Motivating Channel MembersMotivating Channel Members
�� Producers can use:Producers can use:

�� Coercive powerCoercive power
�� Reward powerReward power
�� Legitimate powerLegitimate power
�� Expert powerExpert power
�� Referent power Referent power 



Channel-Management 
Decisions

�� Distribution programmingDistribution programming
�� DistributorDistributor --relations planningrelations planning
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�� DistributorDistributor --relations planningrelations planning

�� Evaluating Channel MembersEvaluating Channel Members
�� Modifying Channel Arrangements Modifying Channel Arrangements 



Channel Dynamics

�� Vertical Marketing SystemsVertical Marketing Systems
�� Conventional marketing channelConventional marketing channel
�� Vertical marketing systems (VMS)Vertical marketing systems (VMS)
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�� Corporate and Administered VMSCorporate and Administered VMS
�� Corporate VMSCorporate VMS
�� Administered VMSAdministered VMS



Channel Dynamics

�� Contractual VMSContractual VMS
�� WholesalerWholesaler--sponsored voluntary chainssponsored voluntary chains
�� Retailer cooperativesRetailer cooperatives
�� Franchise organizationsFranchise organizations
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�� Franchise organizationsFranchise organizations

�� ManufacturerManufacturer--sponsored retailer franchisesponsored retailer franchise

�� ManufacturerManufacturer--sponsored wholesaler sponsored wholesaler 
franchisefranchise

�� ServiceService--firmfirm--sponsored retailer franchisesponsored retailer franchise



Channel Dynamics

�� The New Competition in RetailingThe New Competition in Retailing

�� Horizontal Marketing SystemsHorizontal Marketing Systems
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�� Horizontal Marketing SystemsHorizontal Marketing Systems
�� Multichannel Marketing SystemsMultichannel Marketing Systems



Channel Dynamics

�� Roles of Individual FirmsRoles of Individual Firms
�� InsidersInsiders
�� StriversStrivers
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�� StriversStrivers
�� ComplementersComplementers
�� TransientsTransients
�� Outside innovatorsOutside innovators



Channel Dynamics
�� Conflict, Cooperation, and CompetitionConflict, Cooperation, and Competition

�� Types of Conflict and CompetitionTypes of Conflict and Competition
�� Vertical channel conflictVertical channel conflict
�� Horizontal channel conflictHorizontal channel conflict
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�� Horizontal channel conflictHorizontal channel conflict
�� Multichannel conflictMultichannel conflict

�� Causes of Channel ConflictCauses of Channel Conflict
�� Goal incompatibilityGoal incompatibility
�� Unclear roles and rightsUnclear roles and rights

�� Differences in perceptionDifferences in perception



Channel Dynamics

�� By adding new channels, a company faces By adding new channels, a company faces 
the possibility of channel conflict which the possibility of channel conflict which 
may include:may include:
�� Conflict between the national account Conflict between the national account 

www.bookfiesta4u.blogspot.com 11-545

�� Conflict between the national account Conflict between the national account 
managers and field sales forcemanagers and field sales force

�� Conflict between the field sales Conflict between the field sales 
force and the telemarketersforce and the telemarketers

�� Conflict between the field sales Conflict between the field sales 
force and the dealersforce and the dealers



Channel Dynamics

�� Managing Channel ConflictManaging Channel Conflict
�� DiplomacyDiplomacy
�� MediationMediation
�� ArbitrationArbitration
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�� ArbitrationArbitration

�� Legal and Ethical Issues Legal and Ethical Issues 
in Channel Distributionin Channel Distribution

�� Exclusive distributionExclusive distribution
�� Exclusive dealingExclusive dealing
�� Tying agreementsTying agreements



Chapter 18 Chapter 18 
Managing Retailing, Managing Retailing, 
Wholesaling, and Market Wholesaling, and Market 
LogisticsLogistics
byby
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Successful “go-to-
market” strategies 
require integrating 

Kotler on 
Marketing
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require integrating 
retailers, wholesalers, 
and logistical 
organizations.



Chapter Objectives
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions about each marketing questions about each marketing 
intermediary:intermediary:
�� What major types of organizations What major types of organizations 
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�� What major types of organizations What major types of organizations 
occupy this sector?occupy this sector?

�� What marketing decisions do What marketing decisions do 
organizations in this sector make?organizations in this sector make?

�� What are the major trends in this sector?What are the major trends in this sector?



Retailing

�� Types of RetailersTypes of Retailers
�� Retail life cycleRetail life cycle
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�� Retail life cycleRetail life cycle



Table 18.1: Major Retailer Types
Specialty Store: Specialty Store: Narrow product line with a deep assortment. A clothing store Narrow product line with a deep assortment. A clothing store 
would be a would be a singlesingle--lineline store; a men’s clothing store would be a store; a men’s clothing store would be a limitedlimited--lineline
store; and a men’s customstore; and a men’s custom--shirt store would be a shirt store would be a superspecialtysuperspecialty store. store. 
Examples: Athlete’s Foot, Tall Men, The Limited, The Body Shop.Examples: Athlete’s Foot, Tall Men, The Limited, The Body Shop.
Department Store: Department Store: Several product linesSeveral product lines——typically clothing, home typically clothing, home 
furnishings, and household goodsfurnishings, and household goods——with each line operated as a separate with each line operated as a separate 
department managed by specialist buyers or merchandisers. department managed by specialist buyers or merchandisers. ExamplesExamples: : 
Sears, JCPenney, Nordstrom, Bloomingdale’s.Sears, JCPenney, Nordstrom, Bloomingdale’s.

www.bookfiesta4u.blogspot.com 11-551

Sears, JCPenney, Nordstrom, Bloomingdale’s.Sears, JCPenney, Nordstrom, Bloomingdale’s.
Supermarket: Supermarket: Relatively large, lowRelatively large, low--cost, lowcost, low--margin, high volume, selfmargin, high volume, self--
service operation designed to serve total needs for food, laundry, and service operation designed to serve total needs for food, laundry, and 
household products. household products. ExamplesExamples: Kroger, Food Emporium, Jewel.: Kroger, Food Emporium, Jewel.
Convenience Store: Convenience Store: Relatively small store located near residential area, Relatively small store located near residential area, 
open long hours, seven days a week, and carrying a limited line of highopen long hours, seven days a week, and carrying a limited line of high--
turnover convenience products at slightly higher prices, plus takeout turnover convenience products at slightly higher prices, plus takeout 
sandwiches, coffee, soft drinks. sandwiches, coffee, soft drinks. ExamplesExamples: 7: 7--Eleven, Circle K.Eleven, Circle K.

See text for complete table



Retailing

�� Levels of ServiceLevels of Service
�� WheelWheel--ofof--retailingretailing
�� Four levels of service:Four levels of service:
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�� Four levels of service:Four levels of service:
�� SelfSelf--serviceservice
�� SelfSelf--selectionselection
�� Limited serviceLimited service
�� Full serviceFull service



Figure 18.1: 
Retail 
Positioning 
Map
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Retailing
�� Nonstore retailingNonstore retailing
�� Categories of nonstore retailingCategories of nonstore retailing

�� Direct sellingDirect selling
�� Direct marketingDirect marketing

�� TelemarketingTelemarketing
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�� TelemarketingTelemarketing
�� Television directTelevision direct--response marketingresponse marketing
�� Electronic shoppingElectronic shopping

�� Automatic vendingAutomatic vending
�� Buying serviceBuying service

�� Corporate RetailingCorporate Retailing



Table 18.2: Major Types of Retail Organizations

Corporate Chain Store: Corporate Chain Store: Two or more outlets commonly owned and Two or more outlets commonly owned and 
controlled, employing central buying and merchandising, and selling similar controlled, employing central buying and merchandising, and selling similar 
lines of merchandise. Their size allows them to buy in large quantities at lower lines of merchandise. Their size allows them to buy in large quantities at lower 
prices, and they can afford to hire corporate specialists to deal with pricing, prices, and they can afford to hire corporate specialists to deal with pricing, 
promotion, merchandising, inventory control, and sales forecasting. promotion, merchandising, inventory control, and sales forecasting. 
ExamplesExamples: Tower Records, GAP, Pottery Barn.: Tower Records, GAP, Pottery Barn.
Voluntary Chain: Voluntary Chain: A wholesalerA wholesaler--sponsored group of independent retailers sponsored group of independent retailers 
engaged in bulk buying and common merchandising. engaged in bulk buying and common merchandising. ExamplesExamples: Independent : Independent 
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engaged in bulk buying and common merchandising. engaged in bulk buying and common merchandising. ExamplesExamples: Independent : Independent 
Grovers Alliance (IGA), True Value Hardware.Grovers Alliance (IGA), True Value Hardware.
Retailer Cooperative: Retailer Cooperative: Independent retailers who set up a central buying Independent retailers who set up a central buying 
organization and conduct joint promotion efforts. organization and conduct joint promotion efforts. ExamplesExamples: Associated : Associated 
Grocers, ACE Hardware.Grocers, ACE Hardware.
Consumer CooperativeConsumer Cooperative : A retail firm owned by its customers. In consumer : A retail firm owned by its customers. In consumer 
coops residents contribute money to open their own store, vote on its policies, coops residents contribute money to open their own store, vote on its policies, 
elect a group to manage it, and receive patronage dividends.elect a group to manage it, and receive patronage dividends.

See text for complete table



Retailing

�� Marketing DecisionsMarketing Decisions
�� Target MarketTarget Market
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�� Product Assortment and ProcurementProduct Assortment and Procurement
�� BreadthBreadth
�� DepthDepth



Retailing
�� ProductProduct--differentiation Strategy Possibilitiesdifferentiation Strategy Possibilities

�� Feature exclusive national brands that are not Feature exclusive national brands that are not 
available at competing retailersavailable at competing retailers

�� Feature mostly private branded merchandiseFeature mostly private branded merchandise
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�� Feature mostly private branded merchandiseFeature mostly private branded merchandise
�� Feature blockbuster distinctive merchandise eventsFeature blockbuster distinctive merchandise events
�� Feature surprise or everFeature surprise or ever--changing merchandisechanging merchandise
�� Feature the latest or newest merchandise firstFeature the latest or newest merchandise first
�� Offer merchandise customizing servicesOffer merchandise customizing services
�� Offer a highly targeted assortmentOffer a highly targeted assortment



WalWal--Mart has for the first time moved into Mart has for the first time moved into 
the number one position on Fortune the number one position on Fortune 
magazine’s “Fortune 500” list, passing up magazine’s “Fortune 500” list, passing up 
such companies as GM and Exxon. How has such companies as GM and Exxon. How has 
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such companies as GM and Exxon. How has such companies as GM and Exxon. How has 
their target market identification helped put their target market identification helped put 
them into this position? What can them into this position? What can 
WalWal--Mart’s chief rivals, Mart’s chief rivals, 
KK--Mart and Target, do Mart and Target, do 
to try to close the gap?to try to close the gap?



Retailing
�� Merchandise managersMerchandise managers
�� Direct product profitability (DPP)Direct product profitability (DPP)

�� Services and Store AtmosphereServices and Store Atmosphere
�� Prepurchase services include accepting telephone Prepurchase services include accepting telephone 

and mail orders, etc.and mail orders, etc.
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and mail orders, etc.and mail orders, etc.
�� Postpurchase services include shipping Postpurchase services include shipping 

and delivery, etc.and delivery, etc.
�� Ancillary services include general information, Ancillary services include general information, 

check cashing, parking, etc.check cashing, parking, etc.

�� Price DecisionPrice Decision
�� HighHigh--markup, lower volumemarkup, lower volume
�� LowLow--markup, high volumemarkup, high volume



Retailing

�� Promotion DecisionPromotion Decision
�� Place DecisionPlace Decision

�� General business districtsGeneral business districts
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�� General business districtsGeneral business districts

�� Regional shopping centersRegional shopping centers

�� Community centersCommunity centers

�� Strip malls (a.k.a. shopping strips)Strip malls (a.k.a. shopping strips)

�� A location within a larger storeA location within a larger store



Retailing
�� Trends in RetailingTrends in Retailing

1.1. New retail forms and combinationsNew retail forms and combinations

2.2. Growth of intertype competitionGrowth of intertype competition

3.3. Growth of giant retailersGrowth of giant retailers
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3.3. Growth of giant retailersGrowth of giant retailers

4.4. Growing investment in technologyGrowing investment in technology

5.5. Global presence of major retailersGlobal presence of major retailers

6.6. Selling an experience, not just goodsSelling an experience, not just goods

7.7. Competition between storeCompetition between store--based based 
and nonand non--storestore--based retailingbased retailing



How have the “television age,” the How have the “television age,” the 
“information age,” and the emergence of a “information age,” and the emergence of a 
world consumer culture affected market world consumer culture affected market 
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world consumer culture affected market world consumer culture affected market 
targeting decisions of retailers? What targeting decisions of retailers? What 
effect do you think trade entities like effect do you think trade entities like 
NAFTA and the European NAFTA and the European 
Union have had Union have had 
on retailing?on retailing?



Wholesaling
�� Wholesalers’ functions:Wholesalers’ functions:

�� Selling and promotingSelling and promoting
�� Buying and assortment buildingBuying and assortment building
�� Bulk breakingBulk breaking
�� WarehousingWarehousing
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�� WarehousingWarehousing
�� TransportationTransportation
�� FinancingFinancing
�� Risk bearingRisk bearing
�� Market information Market information 
�� Management services and counselingManagement services and counseling

�� The Growth and Types of WholesalingThe Growth and Types of Wholesaling



Table 18.3: Major Wholesaler Types

Merchant Wholesalers: Merchant Wholesalers: Independently owned businesses that take Independently owned businesses that take 
title to the merchandise they handle. They are called title to the merchandise they handle. They are called jobbers, jobbers, 
distributorsdistributors, or , or mill supply housesmill supply houses and fall into two categories: full and fall into two categories: full 
service and limited service.service and limited service.
FullFull--Service WholesalersService Wholesalers : Carry stock, maintain a sales force, offer : Carry stock, maintain a sales force, offer 
credit, make deliveries, and provide management assistance. There credit, make deliveries, and provide management assistance. There 
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credit, make deliveries, and provide management assistance. There credit, make deliveries, and provide management assistance. There 
are two types of fullare two types of full--service wholesalers: (1) Wholesale merchants service wholesalers: (1) Wholesale merchants 
sell primarily to retailers and provide a full range of services. Generalsell primarily to retailers and provide a full range of services. General--
merchandise wholesalers carry several merchandise lines. Generalmerchandise wholesalers carry several merchandise lines. General--
line wholesalers carry one or two lines. Specialty wholesalers carry line wholesalers carry one or two lines. Specialty wholesalers carry 
only part of a line. (2) Industrial distributors sell to manufacturers only part of a line. (2) Industrial distributors sell to manufacturers 
rather than to retailers and provide several servicesrather than to retailers and provide several services——carrying stock, carrying stock, 
offering credit, and providing delivery.offering credit, and providing delivery.

See text for complete table



Wholesaling

�� Wholesaler Marketing DecisionsWholesaler Marketing Decisions
�� Target MarketTarget Market

�� Product Assortment and ServicesProduct Assortment and Services
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�� Product Assortment and ServicesProduct Assortment and Services

�� Price DecisionPrice Decision

�� Promotion DecisionPromotion Decision

�� Place DecisionPlace Decision



McKesson offers online supply managementMcKesson offers online supply management
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Wholesaling
�� Trends in WholesalingTrends in Wholesaling

�� Narus and Anderson identified four ways to Narus and Anderson identified four ways to 
strengthen relationships with manufacturersstrengthen relationships with manufacturers
�� Sought clear agreement about their expected Sought clear agreement about their expected 

function in the marketing channelfunction in the marketing channel

www.bookfiesta4u.blogspot.com 11-567

function in the marketing channelfunction in the marketing channel
�� Gained insight into the manufacturers’ Gained insight into the manufacturers’ 

requirements by visiting their plantsrequirements by visiting their plants
�� Fulfilled commitments by Fulfilled commitments by 

meeting volume targetsmeeting volume targets
�� Identified and offered valueIdentified and offered value--added added 

services to help their suppliersservices to help their suppliers



Market Logistics
�� Supply chain management (SCM)Supply chain management (SCM)
�� Value networkValue network
�� Demand chain planningDemand chain planning
�� Market logisticsMarket logistics

�� Market logistics planning has four steps:Market logistics planning has four steps:
�� Deciding on the company’s value Deciding on the company’s value 
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�� Deciding on the company’s value Deciding on the company’s value 
proposition to its customersproposition to its customers

�� Deciding on the best channel design and Deciding on the best channel design and 
network strategy for reaching the customersnetwork strategy for reaching the customers

�� Developing operational excellence in sales forecasting, Developing operational excellence in sales forecasting, 
warehouse management, transportation management, warehouse management, transportation management, 
and materials managementand materials management

�� Implementing the solution with the best information Implementing the solution with the best information 
systems, equipment, policies, and proceduressystems, equipment, policies, and procedures

�� Integrated logistics systems (ILS)Integrated logistics systems (ILS)



The IKEAThe IKEA--USA home pageUSA home page

www.bookfiesta4u.blogspot.com 11-569



Market Logistics
�� MarketMarket--logistics Objectiveslogistics Objectives
�� MarketMarket--logistics Decisionslogistics Decisions

�� Order ProcessingOrder Processing
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�� OrderOrder--toto--payment cyclepayment cycle

�� WarehousingWarehousing
�� Storage warehousesStorage warehouses
�� Distribution warehousesDistribution warehouses
�� Automated warehousesAutomated warehouses



�� InventoryInventory
�� Inventory cost increases at an accelerating rate Inventory cost increases at an accelerating rate 

as the customer service level approaches 100%as the customer service level approaches 100%

Market Logistics
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as the customer service level approaches 100%as the customer service level approaches 100%
�� Order (reorder) pointOrder (reorder) point
�� OrderOrder--processing costsprocessing costs
�� InventoryInventory--carrying costscarrying costs



Figure 18.2: Determining Optimal Order Quantity
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Market Logistics

�� JustJust--InIn--Time production (JIT)Time production (JIT)

�� TransportationTransportation
�� ContainerizationContainerization

�� PiggybackPiggyback
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�� PiggybackPiggyback
�� FishybackFishyback
�� TrainshipTrainship
�� AirtruckAirtruck
�� Private carrierPrivate carrier
�� Contract carrierContract carrier
�� Common carrierCommon carrier



The 1The 1--800800--Flowers.com site makes Flowers.com site makes 
online ordering easyonline ordering easy
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Market Logistics
�� Organizational LessonsOrganizational Lessons

�� Companies should appoint a senior vice Companies should appoint a senior vice 
president of logistics to be the single point of president of logistics to be the single point of 
contact for all logistical elementscontact for all logistical elements
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�� The senior vice president of logistics should hold The senior vice president of logistics should hold 
periodic meetings with sales and operations periodic meetings with sales and operations 
people to review inventory, etc.people to review inventory, etc.

�� New software and systems are the key to New software and systems are the key to 
achieving competitively superior logistics achieving competitively superior logistics 
performance in the futureperformance in the future



Chapter 19  Chapter 19  
Managing Integrated Managing Integrated 
Marketing CommunicationsMarketing Communications
byby
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PowerPoint byPowerPoint by
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Integrated marketing 
communications is a 
way of looking at the 

Kotler on 
Marketing
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way of looking at the 
whole marketing 
process from the 
viewpoint of the 
customer.



Chapter Objectives
�� In this chapter, we focus on three major In this chapter, we focus on three major 

questions:questions:
�� How does communication work?How does communication work?

�� What are the major steps in developing an What are the major steps in developing an 

www.bookfiesta4u.blogspot.com 11-578

�� What are the major steps in developing an What are the major steps in developing an 
integrated marketing communications integrated marketing communications 
program?program?

�� Who should be responsible for marketing Who should be responsible for marketing 
communication planning?communication planning?



Marketing 
Communications Mix

�� AdvertisingAdvertising
�� Sales PromotionSales Promotion
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�� Public Relations and PublicityPublic Relations and Publicity
�� Personal SellingPersonal Selling
�� Direct and Interactive MarketingDirect and Interactive Marketing



Table 19.1: Common Communication Platforms
AdvertisingAdvertising Sales Sales 

PromotionPromotion
Public Public 
RelationsRelations

Personal Personal 
SellingSelling

Direct Direct 
MarketingMarketing

Print and Print and 
broadcast adsbroadcast ads

Contests, Contests, 
games, games, 
sweepstakes, sweepstakes, 
lotterieslotteries

Press kitsPress kits Sales Sales 
presentationpresentation

CatalogsCatalogs

The Communication Process

www.bookfiesta4u.blogspot.com 11-580

PackagingPackaging--
outerouter

Premiums and Premiums and 
giftsgifts

SpeechesSpeeches Sales Sales 
meetingsmeetings

MailingsMailings

Packaging Packaging 
insertsinserts

SamplingSampling SeminarsSeminars Incentive Incentive 
programsprograms

TelemarketingTelemarketing

Motion Motion 
picturespictures

Fairs and Fairs and 
trade showstrade shows

Annual reportsAnnual reports SamplesSamples Electronic Electronic 
shoppingshopping

See text for complete table



Figure 19.1: Elements in the 
Communication Process
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The Communication 
Process

�� Target audience may not receive the Target audience may not receive the 
intended message for any of three intended message for any of three 
reasons:reasons:
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reasons:reasons:
�� Selective attentionSelective attention

�� Selective distortionSelective distortion

�� Selective retentionSelective retention



The Communication 
Process

�� Fiske and Hartley have outlined Fiske and Hartley have outlined 
factors that influence factors that influence 
communication:communication:
�� The greater the influence of the The greater the influence of the 
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�� The greater the influence of the The greater the influence of the 
communication source, the greater the communication source, the greater the 
effect on the recipienteffect on the recipient

�� Communication effects are greatest Communication effects are greatest 
when they are in line with existing when they are in line with existing 
opinions, beliefs, and dispositionsopinions, beliefs, and dispositions



The Communication 
Process

�� Communication can produce the most effective Communication can produce the most effective 
shifts on unfamiliar, lightly felt, peripheral issues shifts on unfamiliar, lightly felt, peripheral issues 
that do not lie at the core of the recipient’s value that do not lie at the core of the recipient’s value 
system.system.
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�� Communication is more likely to be effective if the Communication is more likely to be effective if the 
source is believed to have expertise, high status, source is believed to have expertise, high status, 
objectivity, or likeability, but particularly if th e objectivity, or likeability, but particularly if th e 
source has power and can be identified with.source has power and can be identified with.

�� The social context, group, or reflective group will The social context, group, or reflective group will 
mediate the communication and influence whether mediate the communication and influence whether 
or not the communication is accepted.or not the communication is accepted.



Figure 19.2: Steps 
in Developing 
Effective 
Communication
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Developing Effective 
Communications

�� Identify the Target AudienceIdentify the Target Audience
�� Image analysisImage analysis

�� Familiarity scaleFamiliarity scale
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�� Familiarity scaleFamiliarity scale

�� Favorability scaleFavorability scale

Never Never 
Heard ofHeard of

Heard of Heard of 
OnlyOnly

Know a Know a 
Little BitLittle Bit

Know a Fair Know a Fair 
AmountAmount

Know Know 
Very WellVery Well

Very Very 
UnfavorableUnfavorable

Somewhat Somewhat 
UnfavorableUnfavorable

IndifferentIndifferent Somewhat Somewhat 
FavorableFavorable

Very Very 
favorablefavorable



Some companies spend a significant portion of Some companies spend a significant portion of 
their advertising budget on a single high profile their advertising budget on a single high profile 
event.  In recent years, commercial time during the event.  In recent years, commercial time during the 
Superbowl broadcast has become such an occasion.  Superbowl broadcast has become such an occasion.  
While some companies have used such events to While some companies have used such events to 
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While some companies have used such events to While some companies have used such events to 
launch successful, longlaunch successful, long--running campaigns, others running campaigns, others 
have seen little benefit from these ads.  Can you have seen little benefit from these ads.  Can you 
remember the name of the firmremember the name of the firm
whose critically acclaimed whose critically acclaimed 
Superbowl ad featured Superbowl ad featured 
cowboys herding cats?cowboys herding cats?



Figure 19.3: Familiarity-Favorability Analysis
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Developing Effective 
Communications

�� Semantic differentialSemantic differential
�� Developing a set of relevant dimensionsDeveloping a set of relevant dimensions
�� Reducing the set of relevant dimensionsReducing the set of relevant dimensions
�� Administering the instrument to a Administering the instrument to a 

sample of respondentssample of respondents
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sample of respondentssample of respondents
�� Averaging the resultsAveraging the results
�� Checking on the image varianceChecking on the image variance



Developing Effective 
Communications

�� Determine the Communication ObjectiveDetermine the Communication Objective
�� CognitiveCognitive
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�� AffectiveAffective

�� BehavioralBehavioral

�� ResponseResponse--hierarchy modelshierarchy models



Figure 19.5: Response Hierarchy Models
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Developing Effective 
Communications

�� HierarchyHierarchy--of effects modelof effects model
�� AwarenessAwareness
�� KnowledgeKnowledge
�� LikingLiking
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�� LikingLiking
�� PreferencePreference
�� ConvictionConviction
�� PurchasePurchase



Developing Effective 
Communications

�� Design the MessageDesign the Message
�� AIDA modelAIDA model

�� Gain Gain attentionattention
�� Hold Hold interestinterest
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�� Hold Hold interestinterest
�� Arouse Arouse desiredesire
�� Elicit Elicit actionaction

�� Message ContentMessage Content
�� Rational appealsRational appeals
�� Emotional appealsEmotional appeals
�� Moral appealsMoral appeals



Developing Effective 
Communications

�� Message StructureMessage Structure

�� Message FormatMessage Format

�� Message SourceMessage Source
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�� Message SourceMessage Source
�� Factors underlying source credibilityFactors underlying source credibility

�� ExpertiseExpertise
�� TrustworthinessTrustworthiness
�� Principle of congruityPrinciple of congruity



bmwfilmsbmwfilms .com.com
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Developing Effective 
Communications

�� Select the Communication ChannelsSelect the Communication Channels
�� Personal Communication ChannelsPersonal Communication Channels
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�� Personal Communication ChannelsPersonal Communication Channels
�� Advocate channelsAdvocate channels
�� Expert channelsExpert channels
�� Social channelsSocial channels



Developing Effective 
Communications

�� Steps to stimulate personal influence channels Steps to stimulate personal influence channels 
to work on the companies’ behalfto work on the companies’ behalf
�� Devote extra effort to influential individuals and Devote extra effort to influential individuals and 

companiescompanies
Create opinion leaders by providing the product at Create opinion leaders by providing the product at 
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�� Create opinion leaders by providing the product at Create opinion leaders by providing the product at 
attractive terms to certain peopleattractive terms to certain people

�� Work through community influentials such as local Work through community influentials such as local 
disk jockeys, class presidents, and presidents of disk jockeys, class presidents, and presidents of 
women’s organizationswomen’s organizations

�� Use influential or believable people in testimonial Use influential or believable people in testimonial 
advertisingadvertising

�� Develop advertising with high “conversation value”Develop advertising with high “conversation value”



Developing Effective 
Communications

�� Develop wordDevelop word--ofof--mouth referral channels to build mouth referral channels to build 
businessbusiness

�� Establish an electronic forumEstablish an electronic forum
�� Use viral marketingUse viral marketing

�� Nonpersonal Communication ChannelsNonpersonal Communication Channels

www.bookfiesta4u.blogspot.com 11-598

�� Nonpersonal Communication ChannelsNonpersonal Communication Channels
�� MediaMedia
�� AtmospheresAtmospheres
�� EventsEvents
�� SocialSocial--structure view of interpersonal structure view of interpersonal 

communicationcommunication
�� LiaisonLiaison
�� BridgeBridge



Developing Effective 
Communications

�� Establish the Total Marketing Establish the Total Marketing 
Communications budgetCommunications budget
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Communications budgetCommunications budget
�� Affordable MethodAffordable Method

�� PercentagePercentage--ofof--Sales MethodSales Method

�� CompetitiveCompetitive--Parity MethodParity Method



Developing Effective 
Communications

�� ObjectiveObjective--andand--Task MethodTask Method
�� Establish the marketEstablish the market--share goalshare goal
�� Determine the percentage of the market that should be Determine the percentage of the market that should be 

reached by advertisingreached by advertising
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�� Determine the percentage of aware prospects that should Determine the percentage of aware prospects that should 
be persuaded to try the brandbe persuaded to try the brand

�� Determine the number of advertising impressions per 1 Determine the number of advertising impressions per 1 
percent trial ratepercent trial rate

�� Determine the number of gross rating points that would Determine the number of gross rating points that would 
have to be purchasedhave to be purchased

�� Determine the necessary advertising budget on the basis of Determine the necessary advertising budget on the basis of 
the average cost of buying a gross rating pointthe average cost of buying a gross rating point



Deciding on the Marketing 
Communications Mix

�� The Promotional toolsThe Promotional tools
�� AdvertisingAdvertising

�� General Qualities:General Qualities:
�� Public presentationPublic presentation
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�� Public presentationPublic presentation
�� PervasivenessPervasiveness
�� Amplified expressivenessAmplified expressiveness
�� ImpersonalityImpersonality

�� Sales PromotionSales Promotion
�� Benefits:Benefits:

�� CommunicationCommunication
�� IncentiveIncentive
�� InvitationInvitation



Deciding on the Marketing 
Communications Mix

�� Public Relations and PublicityPublic Relations and Publicity
�� Distinctive qualities:Distinctive qualities:

�� High credibilityHigh credibility
�� Ability to catch buyers off guardAbility to catch buyers off guard
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�� Ability to catch buyers off guardAbility to catch buyers off guard
�� DramatizationDramatization

�� Personal SellingPersonal Selling
�� Distinctive qualities:Distinctive qualities:

�� Personal confrontationPersonal confrontation
�� CultivationCultivation
�� ResponseResponse



Deciding on the Marketing 
Communications Mix

�� Direct MarketingDirect Marketing
�� Distinctive qualities:Distinctive qualities:
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�� Distinctive qualities:Distinctive qualities:
�� NonpublicNonpublic
�� CustomizedCustomized
�� UpUp--toto--datedate
�� InteractiveInteractive



Deciding on the Marketing 
Communications Mix

�� Factors in setting the Marketing Factors in setting the Marketing 
Communications MixCommunications Mix
�� Type of Product MarketType of Product Market
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�� Type of Product MarketType of Product Market
�� Advertising’s role in business markets:Advertising’s role in business markets:

�� Advertising can provide an introduction to the Advertising can provide an introduction to the 
company and its productscompany and its products

�� If the product embodies new features, advertising can If the product embodies new features, advertising can 
explain themexplain them

�� Reminder advertising is more economical than sales Reminder advertising is more economical than sales 
callscalls



Deciding on the Marketing 
Communications Mix

�� Advertisements offering brochures and Advertisements offering brochures and 
carrying the company’s phone number are carrying the company’s phone number are 
an effective way to generate leads for sales an effective way to generate leads for sales 
representatives.representatives.

www.bookfiesta4u.blogspot.com 11-605

representatives.representatives.
�� Sales representatives can use tear sheets of Sales representatives can use tear sheets of 

the company’s ads to legitimize their the company’s ads to legitimize their 
company and products.company and products.

�� Advertising can remind customers of how to Advertising can remind customers of how to 
use the product and reassure them about use the product and reassure them about 
their purchase.their purchase.



Deciding on the Marketing 
Communications Mix

�� Levitt found that:Levitt found that:
�� Corporate advertising that can build up the Corporate advertising that can build up the 

company’s reputation will help the sales company’s reputation will help the sales 
representativesrepresentatives
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representativesrepresentatives
�� Sales representatives from wellSales representatives from well--known firms known firms 

have an edge, but a highly effective presentation have an edge, but a highly effective presentation 
from a lesser known company’s rep can from a lesser known company’s rep can 
overcome that edgeovercome that edge

�� Company reputation helps most when the Company reputation helps most when the 
product is complexproduct is complex



Deciding on the Marketing 
Communications Mix

�� Gary Lilien found that:Gary Lilien found that:
�� The average industrial company sets its The average industrial company sets its 

marketing budget at 7 percent of salesmarketing budget at 7 percent of sales
�� Industrial companies spent a higherIndustrial companies spent a higher--thanthan--
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�� Industrial companies spent a higherIndustrial companies spent a higher--thanthan--
average amount on advertising if their products average amount on advertising if their products 
had higher quality, uniqueness, or purchase had higher quality, uniqueness, or purchase 
frequency, or if there was customer growthfrequency, or if there was customer growth

�� Industrial companies set a higherIndustrial companies set a higher--thanthan--average average 
marketing budget when their customers were marketing budget when their customers were 
more dispersed or the customer growth rate was more dispersed or the customer growth rate was 
higherhigher



Deciding on the Marketing 
Communications Mix

�� Effectively trained consumer sales force can Effectively trained consumer sales force can 
make four important contributions:make four important contributions:

Increased stock positionIncreased stock position
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�� Increased stock positionIncreased stock position
�� Enthusiasm buildingEnthusiasm building
�� Missionary sellingMissionary selling
�� Key account managementKey account management

�� BuyerBuyer--Readiness StageReadiness Stage



Figure 19.6: Cost-Effectiveness of 
Different Promotional Tools
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Deciding on the Marketing 
Communications Mix

�� Product LifeProduct Life--Cycle StageCycle Stage

�� Measure the Measure the 
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�� Measure the Measure the 
Communications’ ResultCommunications’ Result



While traditional communication methods While traditional communication methods 
make measurement of results difficult, make measurement of results difficult, 
Internet communications offer different, Internet communications offer different, 
more immediate measures. How can more immediate measures. How can 
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more immediate measures. How can more immediate measures. How can 
analysis of web site visitors’ behavior be analysis of web site visitors’ behavior be 
used to evaluate the effectiveness used to evaluate the effectiveness 
of a company’s marketing of a company’s marketing 
communications strategy?communications strategy?



Managing the Integrated Marketing 
Communications Process

�� Integrated Marketing Communications Integrated Marketing Communications 
(IMC)(IMC)
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(IMC)(IMC)



Chapter 20 Chapter 20 
Managing Advertising, Sales Managing Advertising, Sales 
Promotion, Public Relations, Promotion, Public Relations, 
and Direct Marketingand Direct Marketing
byby
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byby

PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



The best advertising The best advertising 
is done by satisfied is done by satisfied 
customers.customers.

Kotler on 
Marketing

www.bookfiesta4u.blogspot.com 11-614

customers.customers.



Chapter Objectives 
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions:questions:
�� What steps are involved in developing an What steps are involved in developing an 

advertising program?advertising program?
�� What explains the growing use of sales What explains the growing use of sales 

promotion, and how are salespromotion, and how are sales--promotion promotion 
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promotion, and how are salespromotion, and how are sales--promotion promotion 
decisions made?decisions made?

�� How can companies exploit the potential of How can companies exploit the potential of 
public relations and publicity?public relations and publicity?

�� How can companies use integrated direct How can companies use integrated direct 
marketing for competitive advantage?marketing for competitive advantage?

�� How can companies do effective eHow can companies do effective e--marketing?marketing?



Developing and Managing 
an Advertising Program

�� Setting the Advertising ObjectivesSetting the Advertising Objectives
�� Advertising goal (Objective)Advertising goal (Objective)
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Figure 20.1: 
The Five Ms of 
Advertising



Developing and Managing 
an Advertising Program

�� Advertising objectives at different stages in Advertising objectives at different stages in 
Hierarchy of EffectsHierarchy of Effects
�� Informative advertisingInformative advertising
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�� Informative advertisingInformative advertising
�� Persuasive advertisingPersuasive advertising
�� Reminder advertisingReminder advertising
�� Reinforcement advertisingReinforcement advertising

�� Brand equityBrand equity



Developing and Managing 
an Advertising Program

�� Deciding on the Advertising BudgetDeciding on the Advertising Budget
�� Five factors to consider when setting the Five factors to consider when setting the 

advertising budget:advertising budget:
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advertising budget:advertising budget:
�� Stage in the product life cycleStage in the product life cycle
�� Market share and consumer baseMarket share and consumer base
�� Competition and clutterCompetition and clutter
�� Advertising frequencyAdvertising frequency
�� Product substitutabilityProduct substitutability



Developing and Managing 
an Advertising Program

�� Choosing the Advertising MessageChoosing the Advertising Message
�� Message generationMessage generation
�� Message evaluation Message evaluation 

and selectionand selection

�� Message executionMessage execution
�� Rational positioningRational positioning
�� Emotional positioningEmotional positioning
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and selectionand selection
�� Twedt rates messages on:Twedt rates messages on:

�� DesirabilityDesirability
�� ExclusivenessExclusiveness
�� BelievabilityBelievability

�� Creative briefCreative brief
�� Positioning statementPositioning statement

�� Emotional positioningEmotional positioning

�� Social responsibility Social responsibility 
reviewreview



Ethical Funds’ homepageEthical Funds’ homepage

www.bookfiesta4u.blogspot.com 11-620



Deciding on Media and 
Measuring Effectiveness

�� Deciding on Reach, Frequency, and Deciding on Reach, Frequency, and 
ImpactImpact
�� Media selectionMedia selection
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Media selectionMedia selection

�� How many exposures, E*, will produce How many exposures, E*, will produce 
audience awareness A* depends on the audience awareness A* depends on the 
exposures’:exposures’:
�� Reach (R)Reach (R)
�� Frequency (F)Frequency (F)
�� Impact (I)Impact (I)



Figure 20.2: Relationship Among Trial, Awareness, 
and the Exposure Function
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Deciding on Media and 
Measuring Effectiveness
�� Total Number of Exposures (E)Total Number of Exposures (E)

E = R x F E = R x F 
where R = reach, F = frequencywhere R = reach, F = frequency
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Known as Gross Rating Points (GRP)Known as Gross Rating Points (GRP)

�� Weighted Number of Exposures (WE)Weighted Number of Exposures (WE)

WE = R x F x IWE = R x F x I

where R = reach, F = frequency,where R = reach, F = frequency,
I = average impactI = average impact



Deciding on Media and 
Measuring Effectiveness
�� Choosing Among Major Media TypesChoosing Among Major Media Types

Table 20.1: Profiles of Media Types

MediumMedium AdvantagesAdvantages LimitationsLimitations

NewspapersNewspapers Flexibility; timeliness; good Flexibility; timeliness; good Short life; poor reproduction Short life; poor reproduction 
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NewspapersNewspapers Flexibility; timeliness; good Flexibility; timeliness; good 
local market coverage; broad local market coverage; broad 
acceptance; high believabilityacceptance; high believability

Short life; poor reproduction Short life; poor reproduction 
quality; small “passalong” quality; small “passalong” 
audienceaudience

TelevisionTelevision Combines sight, sound, and Combines sight, sound, and 
motion; appealing to the motion; appealing to the 
senses; high attention; high senses; high attention; high 
reachreach

High absolute cost; high High absolute cost; high 
clutter; fleeting exposure; clutter; fleeting exposure; 
less audience selectivityless audience selectivity

Direct mailDirect mail Audience selectivity; flexibility; Audience selectivity; flexibility; 
no ad competition within the no ad competition within the 
same medium; personalizationsame medium; personalization

Relatively high cost; “junk Relatively high cost; “junk 
mail” imagemail” image

See text for complete table



Deciding on Media and 
Measuring Effectiveness

�� Media planners consider:Media planners consider:

�� TargetTarget--audience media habitsaudience media habits

��Product characteristicsProduct characteristics
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��Message characteristicsMessage characteristics

��CostCost

�� New MediaNew Media
�� AdvertorialsAdvertorials

�� InfomercialsInfomercials



More manufacturers are using new More manufacturers are using new 
technologies to move toward “mass technologies to move toward “mass 
customization” in their product customization” in their product 
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customization” in their product customization” in their product 
offerings. Have you seen a similar offerings. Have you seen a similar 
move among marketers?move among marketers?



Earthlink: HighEarthlink: High--speedspeed Internet Service Internet Service 
ProviderProvider

www.bookfiesta4u.blogspot.com 11-627



Deciding on Media and 
Measuring Effectiveness

�� Allocating the BudgetAllocating the Budget
�� Audience size measures:Audience size measures:
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�� CirculationCirculation

�� AudienceAudience

�� Effective audienceEffective audience

�� Effective adEffective ad--exposed audienceexposed audience



Deciding on Media and 
Measuring Effectiveness

�� Deciding on Media TimingDeciding on Media Timing
�� CarryoverCarryover

�� Habitual Habitual 
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Figure 20.3: 
Classification of 
Advertising Timing 
Patterns

�� Habitual Habitual 
behaviorbehavior



Deciding on Media and 
Measuring Effectiveness

�� Buyer turnoverBuyer turnover
�� Purchase frequencyPurchase frequency
�� Forgetting rateForgetting rate

�� ContinuityContinuity
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�� ContinuityContinuity
�� ConcentrationConcentration
�� FlightingFlighting
�� PulsingPulsing

�� Deciding on Geographical AllocationDeciding on Geographical Allocation
�� Areas of dominant influence (ADIs) or Areas of dominant influence (ADIs) or 

designated marketing areas (DMAs)designated marketing areas (DMAs)



Deciding on Media and 
Measuring Effectiveness

�� Evaluating Advertising EffectivenessEvaluating Advertising Effectiveness
�� CommunicationCommunication--Effect ResearchEffect Research

�� Copy testingCopy testing
�� Consumer feedback methodConsumer feedback method
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�� Consumer feedback methodConsumer feedback method
�� Example questions:Example questions:

�� What is the main message you get from this ad?What is the main message you get from this ad?
�� What do you think they want you to know, believe, What do you think they want you to know, believe, 

or do? How likely is it that this ad will influence you or do? How likely is it that this ad will influence you 
to undertake the implied action?to undertake the implied action?

�� What works well in the ad and what works poorly?What works well in the ad and what works poorly?
�� How does the ad make you feel?How does the ad make you feel?
�� Where is the best place to reach you with this Where is the best place to reach you with this 

message?message?



Table 20.2: Advertising Research Techniques
For Print Ads. For Print Ads. Starch and Gallup & Robinson, Inc. are two widely used Starch and Gallup & Robinson, Inc. are two widely used 
print pretesting services. Test ads are placed in magazines, which are print pretesting services. Test ads are placed in magazines, which are 

Deciding on Media and 
Measuring Effectiveness

�� Portfolio testPortfolio test
�� Laboratory testLaboratory test
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then circulated to consumers. These consumers are contacted later and then circulated to consumers. These consumers are contacted later and 
interviewed. Recall and recognition tests are used to determine interviewed. Recall and recognition tests are used to determine 
advertising effectiveness.advertising effectiveness.
For Broadcast Ads. For Broadcast Ads. InIn--home testshome tests: : A videotape is taken into the A videotape is taken into the 
homes of target consumers, who then view the commercials.homes of target consumers, who then view the commercials.
Trailer testTrailer test: : In a trailer in a shopping center, shoppers are shown the In a trailer in a shopping center, shoppers are shown the 
products and given an opportunity to select a series of brands. They products and given an opportunity to select a series of brands. They 
then view commercials and are given coupons to be used in the then view commercials and are given coupons to be used in the 
shopping center. Redemption rates indicate commercials’ influence on shopping center. Redemption rates indicate commercials’ influence on 
purchase behavior.purchase behavior.

See text for complete table



Deciding on Media and 
Measuring Effectiveness
�� SalesSales--Effect ResearchEffect Research

�� Share of advertising expendituresShare of advertising expenditures
�� Share of voiceShare of voice
�� Share of consumers’ minds and heartsShare of consumers’ minds and hearts
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Figure 20.4: 
Formula for 
Measuring 
Sales Impact of 
Advertising

�� Share of consumers’ minds and heartsShare of consumers’ minds and hearts
�� Share of marketShare of market
�� Historical approachHistorical approach
�� Experimental designExperimental design



Sales Promotion

�� Promotion offers incentive to buyPromotion offers incentive to buy

�� Consumer promotionConsumer promotion

�� Trade promotionTrade promotion
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�� Trade promotionTrade promotion

�� SalesSales--force promotionforce promotion

�� Purpose of Sales PromotionPurpose of Sales Promotion



Many companies offer free samples as part Many companies offer free samples as part 
of a promotional campaign. This approach of a promotional campaign. This approach 
extends beyond the grocery store or retail extends beyond the grocery store or retail 
outlet into large organizations like outlet into large organizations like 

www.bookfiesta4u.blogspot.com 11-635

outlet into large organizations like outlet into large organizations like 
universities. Can you identify any products universities. Can you identify any products 
or services that are provided or services that are provided 
to students or faculty at to students or faculty at 
your school as part of a your school as part of a 
promotional campaign?promotional campaign?



Sales Promotion

�� Major Decisions in Sales PromotionMajor Decisions in Sales Promotion
�� Establishing ObjectivesEstablishing Objectives
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�� Selecting ConsumerSelecting Consumer--Promotion ToolsPromotion Tools
�� Manufacturer promotionsManufacturer promotions
�� Retailer promotionsRetailer promotions



Table 20.3: Major Consumer-Promotion Tools

Samples: Samples: Offer of a free amount of a product or service delivered door to Offer of a free amount of a product or service delivered door to 
door, sent in the mail, picked up in a store, attached to another product, or door, sent in the mail, picked up in a store, attached to another product, or 
featured in an advertising offer.featured in an advertising offer.
Coupons: Coupons: Certificates entitling the bearer to a stated saving on the Certificates entitling the bearer to a stated saving on the 
purchase of a specific product: mailed, enclosed in other products or purchase of a specific product: mailed, enclosed in other products or 
attached to them, or inserted in magazines and newspaper ads.attached to them, or inserted in magazines and newspaper ads.
Cash Refund Offers (rebates): Cash Refund Offers (rebates): Provide a price reduction after purchase Provide a price reduction after purchase 
rather than at the retail shop: consumer sends a specified “proof of rather than at the retail shop: consumer sends a specified “proof of 
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rather than at the retail shop: consumer sends a specified “proof of rather than at the retail shop: consumer sends a specified “proof of 
purchase” to the manufacturer who “refunds” part of the purchase price by purchase” to the manufacturer who “refunds” part of the purchase price by 
mail.mail.
Price Packs (centsPrice Packs (cents--off deals): off deals): Offers to consumers of savings off the Offers to consumers of savings off the 
regular price of a product, flagged on the label or package. A regular price of a product, flagged on the label or package. A reducedreduced--price price 
packpack is a single package sold at a reduced price (such as two for the price is a single package sold at a reduced price (such as two for the price 
of one). A of one). A banded packbanded pack is two related products banded together (such as a is two related products banded together (such as a 
toothbrush and toothpaste).toothbrush and toothpaste).

See text for complete table



Coolsavings.com’s home pageCoolsavings.com’s home page
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Table 20.4: Major Trade-Promotion Tools

PricePrice--Off(offOff(off--invoice or offinvoice or off--list): list): A straight discount off the list price on each A straight discount off the list price on each 
case purchased during a stated time period.case purchased during a stated time period.

Sales Promotion
�� Selecting TradeSelecting Trade--Promotion ToolsPromotion Tools
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case purchased during a stated time period.case purchased during a stated time period.
Allowance: Allowance: An amount offered in return for the retailer’s agreeing to feature An amount offered in return for the retailer’s agreeing to feature 
the manufacturer’s products in some way. An the manufacturer’s products in some way. An advertising allowanceadvertising allowance
compensates retailers for advertising the manufacturer’s product. A compensates retailers for advertising the manufacturer’s product. A display display 
allowanceallowance compensates them for carrying a special product display.compensates them for carrying a special product display.
Free Goods: Free Goods: Offers of extra cases of merchandise to intermediaries who buy Offers of extra cases of merchandise to intermediaries who buy 
a certain quantity or who feature a certain flavor or size.a certain quantity or who feature a certain flavor or size.

Source:Source: For more information, see Betsy Spethman, “Trade Pr omotion Redefined,” For more information, see Betsy Spethman, “Trade Pr omotion Redefined,” 
Brandweek, March 13, 1995, pp. 25Brandweek, March 13, 1995, pp. 25--32.32.



Table 20.5: Major Business-and Sales-Force-Promotio n Tools

Trade Shows and Conventions: Trade Shows and Conventions: Industry associations organize annual trade Industry associations organize annual trade 
shows and conventions. Business marketers may spend as much as 35 shows and conventions. Business marketers may spend as much as 35 
percent of their annual promotion budget on trade shows. Over 5,600 trade percent of their annual promotion budget on trade shows. Over 5,600 trade 
shows take place every year, drawing approximately 80 million attendees. shows take place every year, drawing approximately 80 million attendees. 

Sales Promotion
�� Selecting BusinessSelecting Business--and and 

SalesSales--ForceForce--Promotion ToolsPromotion Tools
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shows take place every year, drawing approximately 80 million attendees. shows take place every year, drawing approximately 80 million attendees. 
Trade show attendance can range from a few thousand people to over 70,000 Trade show attendance can range from a few thousand people to over 70,000 
for large shows held by the restaurant or hotelfor large shows held by the restaurant or hotel--motel industries. Participating motel industries. Participating 
vendors expect several benefits, including generating new sales leads, vendors expect several benefits, including generating new sales leads, 
maintaining customer contacts, introducing new products, meeting new maintaining customer contacts, introducing new products, meeting new 
customers, selling more to present customers, and educating customers with customers, selling more to present customers, and educating customers with 
publications, videos, and other audiovisual materials.publications, videos, and other audiovisual materials.
Sales Contests:Sales Contests: A sales contest aims at inducing the sales force or dealers A sales contest aims at inducing the sales force or dealers 
to increase their sales results over a stated period, with prizes (money, trips, to increase their sales results over a stated period, with prizes (money, trips, 
gifts, or points) going to those who succeed.gifts, or points) going to those who succeed.

See text for complete table



Sales Promotion
�� Developing the ProgramDeveloping the Program

�� Incentive ConsiderationsIncentive Considerations
�� Size of incentiveSize of incentive
�� Conditions for participationConditions for participation
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�� Duration of promotionDuration of promotion
�� Distribution vehicleDistribution vehicle

�� Presenting, Implementing, Controlling, Presenting, Implementing, Controlling, 
and Evaluating the Programand Evaluating the Program

�� Lead timeLead time
�� SellSell--in timein time



Public Relations
�� PublicPublic

�� Public RelationsPublic Relations

�� Public Relations Department Public Relations Department 
Functions  Include:Functions  Include:
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Functions  Include:Functions  Include:
�� Press relationsPress relations
�� Product publicityProduct publicity
�� Corporate communicationCorporate communication
�� LobbyingLobbying
�� CounselingCounseling



Public Relations
�� Marketing Public Relations (MPR)Marketing Public Relations (MPR)

�� Publicity vs. MPRPublicity vs. MPR
�� MPR assists in the following tasks:MPR assists in the following tasks:

�� Assisting in the launch of new productsAssisting in the launch of new products
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�� Assisting in repositioning a mature productAssisting in repositioning a mature product
�� Building interest in a product categoryBuilding interest in a product category
�� Influencing specific target groupsInfluencing specific target groups
�� Defending products that have Defending products that have 

encountered public problemsencountered public problems
�� Building the corporate image in a wayBuilding the corporate image in a way

that reflects favorably on its productsthat reflects favorably on its products



Table 20.6: Major Tools in Marketing PR

Publications: Publications: Companies rely extensively on published materials to reach Companies rely extensively on published materials to reach 
and influence their target markets. These include annual reports, brochures, and influence their target markets. These include annual reports, brochures, 
articles, company newsletters and magazines, and audiovisual materials.articles, company newsletters and magazines, and audiovisual materials.

Public Relations
�� Major Decisions in Marketing PRMajor Decisions in Marketing PR
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articles, company newsletters and magazines, and audiovisual materials.articles, company newsletters and magazines, and audiovisual materials.
Events: Events: Companies can draw attention to new products or other company Companies can draw attention to new products or other company 
activities by arranging special events like news conferences, seminars, activities by arranging special events like news conferences, seminars, 
outings, trade shows, exhibits, contests and competitions, and anniversaries outings, trade shows, exhibits, contests and competitions, and anniversaries 
that will reach the target publics.that will reach the target publics.
Sponsorships: Sponsorships: Companies can promote their brands and corporate name Companies can promote their brands and corporate name 
by sponsoring sport and cultural events and highly regarded causes.by sponsoring sport and cultural events and highly regarded causes.
News: News: One of the major tasks of PR professionals is to find or create One of the major tasks of PR professionals is to find or create 
favorable news about the company, its products, and its people, and get the favorable news about the company, its products, and its people, and get the 
media to accept press releases and attend press conferences.media to accept press releases and attend press conferences.

See text for complete table



Public Relations

�� Establishing the Marketing ObjectivesEstablishing the Marketing Objectives
�� MPR can:MPR can:
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�� Build awarenessBuild awareness
�� Build creditabilityBuild creditability
�� Hold down promotional costHold down promotional cost



Public Relations
�� Thomas L. Harris offers the following suggestions:Thomas L. Harris offers the following suggestions:

�� Build marketplace excitement before media advertising Build marketplace excitement before media advertising 
breaksbreaks

�� Build a core customer baseBuild a core customer base
�� Build a oneBuild a one--toto--one relationship with consumersone relationship with consumers
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�� Turn satisfied customers into advocatesTurn satisfied customers into advocates
�� Influence the influentialsInfluence the influentials

�� Choosing Messages and VehiclesChoosing Messages and Vehicles
�� Event CreationEvent Creation

�� Implementing the Plan and Evaluating Implementing the Plan and Evaluating 
ResultsResults



Direct Marketing

�� DirectDirect--Order MarketingOrder Marketing

�� Customer Relationship MarketingCustomer Relationship Marketing

�� The Growth of Direct MarketingThe Growth of Direct Marketing
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�� The Growth of Direct MarketingThe Growth of Direct Marketing
�� Market DemassificationMarket Demassification

�� The Benefits of Direct MarketingThe Benefits of Direct Marketing
�� Integrated Direct MarketingIntegrated Direct Marketing



Direct Marketing

�� Major Channels for Direct MarketingMajor Channels for Direct Marketing
�� FaceFace--ToTo--Face SellingFace Selling

�� Direct MailDirect Mail
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�� Direct MailDirect Mail
�� New Forms of Mail DeliveryNew Forms of Mail Delivery

�� Fax mailFax mail
�� EE--mailmail
�� Voice mailVoice mail



Direct Marketing
�� Direct marketing has passed through a number Direct marketing has passed through a number 

of stages:of stages:
�� Carpet bombingCarpet bombing
�� Database marketingDatabase marketing
�� Interactive marketingInteractive marketing
�� RealReal--time personalized marketingtime personalized marketing
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�� RealReal--time personalized marketingtime personalized marketing
�� Lifetime value marketingLifetime value marketing

�� Constructing a DirectConstructing a Direct--Mail CampaignMail Campaign
�� ObjectivesObjectives
�� Target Markets and ProspectsTarget Markets and Prospects
�� Offer ElementsOffer Elements
�� Testing ElementsTesting Elements
�� Measuring Campaign Success: Lifetime ValueMeasuring Campaign Success: Lifetime Value



Direct Marketing

�� Catalog MarketingCatalog Marketing
�� Telemarketing and MTelemarketing and M--CommerceCommerce

�� Inbound telemarketingInbound telemarketing
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�� Outbound telemarketingOutbound telemarketing
�� Four types of telemarketing:Four types of telemarketing:

�� TelesalesTelesales
�� TelecoverageTelecoverage
�� TeleprospectingTeleprospecting
�� Customer service and technical supportCustomer service and technical support



Direct Marketing

�� Other Media for DirectOther Media for Direct--Response MarketingResponse Marketing
�� DirectDirect--response advertisingresponse advertising
�� AtAt --home shopping channelshome shopping channels
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�� AtAt --home shopping channelshome shopping channels
�� Videotext and interactive TVVideotext and interactive TV

�� Kiosk MarketingKiosk Marketing



Direct Marketing
�� EE--MarketingMarketing

�� Permission MarketingPermission Marketing
�� Levels of Permission Marketing:Levels of Permission Marketing:

�� No permission levelNo permission level
�� Low permission levelLow permission level
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�� Low permission levelLow permission level
�� Medium permission levelMedium permission level
�� High permission levelHigh permission level
�� Transaction levelTransaction level

�� EE--Marketing GuidelinesMarketing Guidelines
�� Give the customer a reason to respondGive the customer a reason to respond
�� Personalize the content of your ePersonalize the content of your e--mailsmails
�� Offer something the customer could not get via direct mailOffer something the customer could not get via direct mail
�� Make it easy for the customer to “unsubscribe”Make it easy for the customer to “unsubscribe”



Chapter 21Chapter 21
Managing The Sales ForceManaging The Sales Force
byby
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The successful 
salesperson cares first 

Kotler on 
Marketing
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for the customer, 
second for the 
products.



Chapter Objectives
�� In this chapter, we answer the following In this chapter, we answer the following 

questions:questions:
�� What decisions do companies face in What decisions do companies face in 

designing a sales force?designing a sales force?
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�� How do companies recruit, select, train, How do companies recruit, select, train, 
supervise, motivate, and evaluate a sales supervise, motivate, and evaluate a sales 
force?force?

�� How can salespeople improve their skills in How can salespeople improve their skills in 
selling, negotiation, and carrying on selling, negotiation, and carrying on 
relationship marketing?relationship marketing?



Sales Representative
�� Robert McMurry’s sales Robert McMurry’s sales 

representative types:representative types:
�� DelivererDeliverer
�� Order takerOrder taker
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�� Order takerOrder taker
�� MissionaryMissionary
�� TechnicianTechnician
�� Demand creatorDemand creator
�� Solution vendorSolution vendor



Designing the Sales Force
�� SalesSales--Force Objectives and StrategyForce Objectives and Strategy
�� Common tasks for salespeopleCommon tasks for salespeople

�� ProspectingProspecting
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�� TargetingTargeting

�� CommunicatingCommunicating

�� SellingSelling

�� Information gatheringInformation gathering

�� AllocatingAllocating



Designing the Sales Force

�� Leveraged sales forceLeveraged sales force
�� Direct (company) sales forceDirect (company) sales force
�� Contractual sales forceContractual sales force

�� SalesSales--Force StructureForce Structure
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�� SalesSales--Force StructureForce Structure



Table 21.1: Sales-Force Structures

Territorial:Territorial: Each sales representative is assigned an exclusive territory. This Each sales representative is assigned an exclusive territory. This 
sales structure results in a clear definition of responsibilities. It increases the sales structure results in a clear definition of responsibilities. It increases the 
rep’s incentive to cultivate local business and personal ties. Travel expenses rep’s incentive to cultivate local business and personal ties. Travel expenses 
are relatively low because each rep travels within a small area.are relatively low because each rep travels within a small area.
Territory size:Territory size: Territories can be designed to provide equal sales potential Territories can be designed to provide equal sales potential 
or equal workload. Territories of equal potential provide each rep with the or equal workload. Territories of equal potential provide each rep with the 
same income opportunities and provide the company with a means to same income opportunities and provide the company with a means to 
evaluate performance. Territories can also be designed to equalize the sales evaluate performance. Territories can also be designed to equalize the sales 
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evaluate performance. Territories can also be designed to equalize the sales evaluate performance. Territories can also be designed to equalize the sales 
workload so that each rep can cover the territory adequately.workload so that each rep can cover the territory adequately.
Territory shape:Territory shape: Territories are formed by combining smaller units, such as Territories are formed by combining smaller units, such as 
counties or states, until they add up to a territory of a given potential or counties or states, until they add up to a territory of a given potential or 
workload. Companies can use computer programs to design territories that workload. Companies can use computer programs to design territories that 
optimize such criteria as compactness, equalization of workload or sales optimize such criteria as compactness, equalization of workload or sales 
potential, and minimal travel time.potential, and minimal travel time.

See text for complete table



Designing the Sales Force
�� SalesSales--Force Size Force Size 

�� Workload approach:Workload approach:
�� Customers are grouped into size classesCustomers are grouped into size classes
�� Desirable call frequencies are Desirable call frequencies are 
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�� Desirable call frequencies are Desirable call frequencies are 
established for each classestablished for each class

�� The number of accounts in each size class is The number of accounts in each size class is 
multiplied by the corresponding call frequencymultiplied by the corresponding call frequency

�� The average number of calls a sales The average number of calls a sales 
representative can make per year is determinedrepresentative can make per year is determined

�� The total number of sales representatives The total number of sales representatives 
needed is determinedneeded is determined



The Internet has allowed many companies to shift The Internet has allowed many companies to shift 
sales support for small accounts to esales support for small accounts to e--commerce sites commerce sites 
and away from sales personnel.  Additionally, many and away from sales personnel.  Additionally, many 
regularly occurring functions have become regularly occurring functions have become 
automated, allowing customers with any size automated, allowing customers with any size 

www.bookfiesta4u.blogspot.com 11-661

automated, allowing customers with any size automated, allowing customers with any size 
organization to use weborganization to use web--based systems to place orders based systems to place orders 
and submit warranty requests. Can you think of any and submit warranty requests. Can you think of any 
other areas where Internetother areas where Internet--based based 
technologies could change the technologies could change the 
way a sales force interacts way a sales force interacts 
with their customers?with their customers?



Designing the Sales Force

�� SalesSales--Force CompensationForce Compensation
�� Four Components:Four Components:

�� Fixed amountFixed amount
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�� Fixed amountFixed amount
�� Variable amountVariable amount
�� Expense allowancesExpense allowances
�� BenefitsBenefits



Managing the Sales Force

�� Recruiting and Selecting RepsRecruiting and Selecting Reps
�� Training Sales RepsTraining Sales Reps
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Managing the Sales Force

�� Training Programs Have Several GoalsTraining Programs Have Several Goals
�� Sales representatives need to:Sales representatives need to:

�� Know and identify with the companyKnow and identify with the company
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�� Know and identify with the companyKnow and identify with the company
�� Know the company’s productsKnow the company’s products
�� Know customers’ and competitors’ characteristicsKnow customers’ and competitors’ characteristics
�� Know how to make effective sales presentationsKnow how to make effective sales presentations
�� Understand field procedures and responsibilitiesUnderstand field procedures and responsibilities



Managing the Sales Force

�� Supervising Sales RepsSupervising Sales Reps
�� Norms for Customer CallsNorms for Customer Calls

�� Norms for Prospect CallsNorms for Prospect Calls

www.bookfiesta4u.blogspot.com 11-665

�� Norms for Prospect CallsNorms for Prospect Calls

�� Using Sales Time EfficientlyUsing Sales Time Efficiently



DAA Solutions’ home page describes its DAA Solutions’ home page describes its 
DesignDesign--toto--Order® Software applicationOrder® Software application
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Managing the Sales Force

�� TimeTime--andand--duty analysisduty analysis
�� PreparationPreparation
�� TravelTravel
�� Food and breaksFood and breaks
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�� Food and breaksFood and breaks
�� WaitingWaiting
�� SellingSelling
�� AdministrationAdministration



Company Web site as a prospecting toolCompany Web site as a prospecting tool
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Managing the Sales Force
�� Motivating Sales RepsMotivating Sales Reps

�� Churchill, Ford, & Walker Churchill, Ford, & Walker 
Motivation Model:Motivation Model:
�� Sales managers must be able to Sales managers must be able to 
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�� Sales managers must be able to Sales managers must be able to 
convince salespeople that they can sell convince salespeople that they can sell 
more by working harder or being more by working harder or being 
trained to work smartertrained to work smarter

�� Sales managers must be able to Sales managers must be able to 
convince salespeople that the rewards convince salespeople that the rewards 
for better performance are worth the for better performance are worth the 
extra effortextra effort



Managing the Sales Force

�� Sales QuotasSales Quotas

�� Supplementary MotivatorsSupplementary Motivators
�� Sales meetingsSales meetings
�� Sales contestsSales contests
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�� Sales contestsSales contests

�� Evaluating Sales RepresentativesEvaluating Sales Representatives
�� Sources of InformationSources of Information

�� Formal EvaluationFormal Evaluation



Table 21.2: Form for Evaluating Sales 
Representative’s Performance

Territory: Midland SalesTerritory: Midland Sales
Representative: John SmithRepresentative: John Smith

19991999 20002000 20012001 20022002

1. Net sales product A1. Net sales product A $251,300$251,300 $253,200$253,200 $270,000$270,000 $263,100$263,100

2. Net sales product B2. Net sales product B 423,200423,200 439,200439,200 553,900553,900 561,900561,900

3. Net sales total3. Net sales total 674,500674,500 692,400692,400 823,900823,900 825,000825,000
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See text for complete table

3. Net sales total3. Net sales total 674,500674,500 692,400692,400 823,900823,900 825,000825,000

4. Percent of quota product A4. Percent of quota product A 95.695.6 92.092.0 88.088.0 84.784.7

5. Percent of quota product B5. Percent of quota product B 120.4120.4 122.3122.3 134.9134.9 130.8130.8

6. Gross profits product A6. Gross profits product A $50,260$50,260 $50,640$50,640 $54,000$54,000 $52,620$52,620

7. Gross profits product B7. Gross profits product B 42,32042,320 43,92043,920 55,39055,390 56,19056,190

8. Gross profits total8. Gross profits total 92,58092,580 94,56094,560 109,390109,390 108,810108,810



Principles of Personal 
Selling
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Figure 21.3: 
Managing the Sales 
Force: Improving 
Effectiveness



Principles of Personal 
Selling

�� ProfessionalismProfessionalism
�� SalesSales--oriented approachoriented approach

�� CustomerCustomer--oriented approachoriented approach
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�� CustomerCustomer--oriented approachoriented approach
�� Rackham’s questions for prospectsRackham’s questions for prospects

�� Situation questionsSituation questions
�� Problem questionsProblem questions
�� Implication questionsImplication questions
�� NeedNeed--payoff questions payoff questions 



Figure 21.4: 
Major Steps in 
Effective 
Selling
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Principles of Personal 
Selling

�� Major Steps in an Effective Sales Process:Major Steps in an Effective Sales Process:
�� Prospecting and QualifyingProspecting and Qualifying
�� PreapproachPreapproach
�� ApproachApproach
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�� ApproachApproach
�� Presentation and DemonstrationPresentation and Demonstration
�� Overcoming ObjectionsOvercoming Objections
�� ClosingClosing
�� FollowFollow--up and Maintenance up and Maintenance 



iPhysicianNet’s home page shows iPhysicianNet’s home page shows 
a video detailing sessiona video detailing session
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Principles of Personal 
Selling

�� NegotiationNegotiation
�� When to negotiateWhen to negotiate

�� When factors bear not only on price, When factors bear not only on price, 
but also on quality of servicebut also on quality of service
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but also on quality of servicebut also on quality of service
�� When business risk cannot be accurately When business risk cannot be accurately 

predeterminedpredetermined
�� When a long period of time is required to When a long period of time is required to 

produce the items purchasedproduce the items purchased
�� When production is interrupted frequently When production is interrupted frequently 

because of numerous change orders because of numerous change orders 



Figure 21.5: The Zone Agreement
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Principles of Personal 
Selling

�� Formulating a Negotiation  Formulating a Negotiation  
StrategyStrategy
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StrategyStrategy



Table 21.3: Classic Bargaining Tactics

Acting CrazyActing Crazy Put on a good show by visibly demonstrat ing your Put on a good show by visibly demonstrating your 
emotional commitment to your position. This emotional commitment to your position. This 
increases your credibility and may give the opponen t increases your credibility and may give the opponen t 
a justification to settle on your terms.a justification to settle on your terms.

Big PotBig Pot Leave yourself a lot of room to negotiate. M ake high Leave yourself a lot of room to negotiate. Make hig h 
demands at the beginning. After making demands at the beginning. After making 
concessions, you will still end up with a larger pa yoff concessions, you will still end up with a larger pa yoff 
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See text for complete table

concessions, you will still end up with a larger pa yoff concessions, you will still end up with a larger pa yoff 
than if you started too low.than if you started too low.

Get a Prestigious Get a Prestigious 
AllyAlly

The ally can be a person or a project that is The ally can be a person or a project that is 
prestigious. You try to get the opponent to accept prestigious. You try to get the opponent to accept 
less because the person/object he or she will be less because the person/object he or she will be 
involved with is prestigious.involved with is prestigious.

The Well Is DryThe Well Is Dry Take a stand and tell the opponent y ou have no more Take a stand and tell the opponent you have no more  
concessions to make.concessions to make.



Principles of Personal 
Selling

�� Relationship MarketingRelationship Marketing
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For many organizations, relationship marketing is For many organizations, relationship marketing is 
more important than any individual transaction, more important than any individual transaction, 
because these longbecause these long--term relationships can yield term relationships can yield 
greater overall profitability. Would it be easier to greater overall profitability. Would it be easier to 
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greater overall profitability. Would it be easier to greater overall profitability. Would it be easier to 
convince a company to enter into a long term convince a company to enter into a long term 
suppliersupplier--customer relationship if you offered them customer relationship if you offered them 
savings through vertical integrationsavings through vertical integration
of product offeringsof product offerings, or , or ease of use ease of use 
derived from a broad range of derived from a broad range of 
product offeringsproduct offerings??



Chapter 22  Chapter 22  
Managing the Total Managing the Total 
Marketing EffortMarketing Effort
byby
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PowerPoint byPowerPoint by
Milton M. PressleyMilton M. Pressley

University of New OrleansUniversity of New Orleans



The marketing The marketing 
organization will have organization will have 
to redefine its role from to redefine its role from 
managing customer managing customer 

Kotler on 
Marketing
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managing customer managing customer 
interactions to interactions to 
integrating and integrating and 
managing all the managing all the 
company’s customercompany’s customer--
facing processes.facing processes.



Chapter Objectives
�� In this chapter, we focus on the following In this chapter, we focus on the following 

questions: questions: 
�� What are the trends in company organization?What are the trends in company organization?
�� How are marketing and sales organized in How are marketing and sales organized in 

companies?companies?
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companies?companies?
�� What steps can a company take to build a stronger What steps can a company take to build a stronger 

customer focused culture?customer focused culture?
�� How can a company improve its marketingHow can a company improve its marketing--

implementation skills?implementation skills?
�� What tools are available to help companies What tools are available to help companies 

monitor and improve their marketing activities?monitor and improve their marketing activities?



Trends in Company 
Organization

�� Main responses of companies to a Main responses of companies to a 
changing environmentchanging environment
�� ReengineeringReengineering �� MergingMerging
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�� ReengineeringReengineering

�� OutsourcingOutsourcing

�� BenchmarkingBenchmarking

�� Supplier partneringSupplier partnering

�� Customer partneringCustomer partnering

�� MergingMerging

�� GlobalizingGlobalizing

�� FlatteningFlattening

�� FocusingFocusing

�� EmpoweringEmpowering



Outsourcing can save companies money by Outsourcing can save companies money by 
passing on to another firm the overhead passing on to another firm the overhead 
involved with maintaining specialized staff involved with maintaining specialized staff 
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involved with maintaining specialized staff involved with maintaining specialized staff 
positions, or eliminating the need to maintain positions, or eliminating the need to maintain 
specialized equipment that does not directly specialized equipment that does not directly 
support their core business.  support their core business.  
What are the potential risks What are the potential risks 
associated with outsourcing?associated with outsourcing?



�� The Evolution of the The Evolution of the 
Marketing DepartmentMarketing Department

Marketing 
Organization
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Figure 22.1: 
Stages in the 
Evolution of 
the Marketing 
Department



Marketing 
Organization

�� SSimple Sales Departmentimple Sales Department

�� Sales Department With Ancillary Sales Department With Ancillary 
Marketing FunctionsMarketing Functions

�� Separate Marketing DepartmentSeparate Marketing Department
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�� Separate Marketing DepartmentSeparate Marketing Department
�� Modern Marketing Department / Modern Marketing Department / 

Effective Marketing CompanyEffective Marketing Company
�� ProcessProcess--And OutcomeAnd Outcome--Based CompanyBased Company



Marketing Organization
�� Organizing the Marketing DepartmentOrganizing the Marketing Department

�� Functional OrganizationFunctional Organization
�� Field salesField sales
�� Customer serviceCustomer service
�� Product managementProduct management

�� Geographic OrganizationGeographic Organization
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�� Geographic OrganizationGeographic Organization
�� Area market specialistArea market specialist



Organizing a marketing organization Organizing a marketing organization 
geographically can allow marketing managers geographically can allow marketing managers 
to focus on regional and cultural differences in to focus on regional and cultural differences in 
their market segments. What are the reasons their market segments. What are the reasons 
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their market segments. What are the reasons their market segments. What are the reasons 
why geographical segmentation might be a bad why geographical segmentation might be a bad 
idea? What could be done to idea? What could be done to 
minimize these problems in minimize these problems in 
geographically organized geographically organized 
marketing departments?marketing departments?



Krispy Kreme’s Web site promotes new store openingsKrispy Kreme’s Web site promotes new store openings
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Marketing Organization
�� ProductProduct-- or Brandor Brand--Management OrganizationManagement Organization

�� Product and brand managers have these tasks:Product and brand managers have these tasks:
�� Develop a longDevelop a long--range and competitive strategy for the range and competitive strategy for the 

productproduct
�� Preparing an annual marketing plan and sales forecastPreparing an annual marketing plan and sales forecast
�� Working with advertising and merchandising agencies to Working with advertising and merchandising agencies to 
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�� Working with advertising and merchandising agencies to Working with advertising and merchandising agencies to 
develop copy, programs, and campaignsdevelop copy, programs, and campaigns

�� Stimulating support of the product among the sales force and Stimulating support of the product among the sales force and 
distributorsdistributors

�� Gathering continuous intelligence on the product’s Gathering continuous intelligence on the product’s 
performance, customer and dealer attitudes, and new performance, customer and dealer attitudes, and new 
problems and opportunitiesproblems and opportunities

�� Initiating product improvements to meet changing market Initiating product improvements to meet changing market 
needsneeds



Figure 22.3: 
The Product 
Manager’s 
Interactions
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Marketing Organization

�� Pearson and Wilson’s five steps to make the Pearson and Wilson’s five steps to make the 
productproduct--management system work bettermanagement system work better
�� Clearly delineate the limits of manager’s roleClearly delineate the limits of manager’s role
�� Build a strategyBuild a strategy--developmentdevelopment--andand--review processreview process

www.bookfiesta4u.blogspot.com 11-695

�� Build a strategyBuild a strategy--developmentdevelopment--andand--review processreview process
�� Take into account areas of potential conflictTake into account areas of potential conflict
�� Set up a formal process that forces to the Set up a formal process that forces to the 

top all conflicttop all conflict--ofof--interest situationsinterest situations
�� Establish a system for measuring resultsEstablish a system for measuring results



Marketing 
Organization

�� A Second Alternative is to switch from A Second Alternative is to switch from 
product managers to product teamsproduct managers to product teams
�� Vertical product teamVertical product team
�� Triangular product teamTriangular product team
�� Horizontal product teamHorizontal product team
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�� Horizontal product teamHorizontal product team

�� Third Alternative:  Brand Asset Third Alternative:  Brand Asset 
Management Team (BAMT)Management Team (BAMT)



Figure 22.5: Managing Through Teams at Kraft
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Marketing Organization

�� MarketMarket--Management/Customer Management/Customer 
Management OrganizationManagement Organization
�� MarketMarket--management Organizationmanagement Organization

�� Markets managerMarkets manager
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�� Markets managerMarkets manager

�� CustomerCustomer--management Organizationmanagement Organization

�� ProductProduct--Management/Management/
MarketMarket--Management OrganizationManagement Organization



Marketing Organization
�� CorporateCorporate--Divisional OrganizationDivisional Organization

�� No corporate marketingNo corporate marketing
�� Moderate marketingModerate marketing
�� Strong corporate marketingStrong corporate marketing

�� Marketing Relations With Other Marketing Relations With Other 
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�� Marketing Relations With Other Marketing Relations With Other 
DepartmentsDepartments
�� R&DR&D
�� Engineering and PurchasingEngineering and Purchasing
�� Manufacturing and OperationsManufacturing and Operations
�� FinanceFinance
�� Accounting and CreditAccounting and Credit



Marketing Organization
�� Building a Companywide Marketing Building a Companywide Marketing 

OrientationOrientation
�� Transforming into a true marketTransforming into a true market--driven driven 

firm requires:firm requires:
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firm requires:firm requires:
�� Developing a companywide passion for customersDeveloping a companywide passion for customers
�� Organizing around customer segments Organizing around customer segments 

instead of around productsinstead of around products
�� Developing a deep understanding of customers Developing a deep understanding of customers 

through qualitative and quantitative researchthrough qualitative and quantitative research



Marketing Organization
�� What steps can a CEO take to create a market What steps can a CEO take to create a market 

and customer focused company?and customer focused company?
1.1. Convince senior management of the needConvince senior management of the need
2.2. Appoint a senior marketing officer and Appoint a senior marketing officer and 

a marketing task forcea marketing task force
3.3. Get outside help and guidanceGet outside help and guidance
4.4. Change the company’s  reward measurement and systemChange the company’s  reward measurement and system
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4.4. Change the company’s  reward measurement and systemChange the company’s  reward measurement and system
5.5. Hire strong marketing talentHire strong marketing talent
6.6. Develop strong inDevelop strong in--house marketing training programshouse marketing training programs
7.7. Install a modern marketing planning systemInstall a modern marketing planning system
8.8. Establish an annual marketing Establish an annual marketing 

excellence recognition programexcellence recognition program
9.9. Shift from a department focus to a Shift from a department focus to a 

processprocess--outcome focus outcome focus 
10.10. Empower the employeesEmpower the employees



Strategic innovation Strategic innovation 

�� Injecting More Creativity Injecting More Creativity 
Into the OrganizationInto the Organization

Marketing Organization
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Strategic innovation Strategic innovation 
resource: Brighthouseresource: Brighthouse



Marketing Implementation
�� Thomas Bonoma’s four sets of skills for Thomas Bonoma’s four sets of skills for 

implementing marketing programsimplementing marketing programs
�� Diagnostic skillsDiagnostic skills
�� Identification of company levelIdentification of company level
�� Implementation skillsImplementation skills
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�� Evaluation skillsEvaluation skills

Aprimo helps companies Aprimo helps companies 
“manage the “manage the 
business of marketing”business of marketing”



Evaluation and Control
Table 22.1: Types of Marketing Control

Type of Type of 
ControlControl

Prime Prime 
ResponsibilityResponsibility

Purpose Of Purpose Of 
ControlControl ApproachesApproaches

I. AnnualI. Annual--plan plan 
controlcontrol

Top managementTop management
Middle Middle 

To examine To examine 
whether the whether the 

��Sales analysisSales analysis
��MarketMarket--share share 
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controlcontrol Middle Middle 
managementmanagement

whether the whether the 
planned results planned results 
are being are being 
achievedachieved

��MarketMarket--share share 
analysisanalysis
��SalesSales--toto--expense expense 
ratiosratios
��Financial analysisFinancial analysis
��MarketMarket--based based 
scorecard analysisscorecard analysis

See text for complete table



Evaluation and 
Control

�� AnnualAnnual--Plan ControlPlan Control
�� Sales AnalysisSales Analysis

�� Sales variance analysisSales variance analysis
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Figure 22.7: The 
Control Process

�� Sales variance analysisSales variance analysis
�� Microsales analysisMicrosales analysis



Evaluation and Control

�� MarketMarket--Share AnalysisShare Analysis
�� Overall market shareOverall market share
�� Served market shareServed market share
�� Relative market shareRelative market share
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�� Relative market shareRelative market share

�� Marketing ExpenseMarketing Expense--ToTo--Sales AnalysisSales Analysis



Evaluation and Control

�� Financial AnalysisFinancial Analysis
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Evaluation and Control

�� MarketMarket--Based Scorecard AnalysisBased Scorecard Analysis
�� CustomerCustomer--performance scorecardperformance scorecard
�� StakeholderStakeholder--performance scorecardperformance scorecard
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�� StakeholderStakeholder--performance scorecardperformance scorecard

�� Profitability ControlProfitability Control
�� MarketingMarketing--Profitability AnalysisProfitability Analysis



Table 22.2: A Simplified Profit-and-Loss Statement

SalesSales $60,000$60,000

Cost of goods soldCost of goods sold 39,00039,000

Gross marginGross margin $21,000$21,000

ExpensesExpenses
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ExpensesExpenses

SalariesSalaries $9,300$9,300

RentRent 3,0003,000

SuppliesSupplies 3,5003,500

15,80015,800

Net profitNet profit $5,200$5,200



Table 22.3: Mapping Natural Expenses into 
Functional Expenses

Natural Natural Packing and Packing and Billing and Billing and 

�� Step 1: Identifying Functional ExpensesStep 1: Identifying Functional Expenses

Evaluation and Control
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Natural Natural 
AccountsAccounts TotalTotal SellingSelling AdvertisingAdvertising

Packing and Packing and 
DeliveryDelivery

Billing and Billing and 
CollectingCollecting

SalariesSalaries $9,300$9,300 $5,100$5,100 $1,200$1,200 $1,400$1,400 $1,600$1,600

RentRent 3,0003,000 —— 400400 2,0002,000 600600

SuppliesSupplies 3,5003,500 400400 1,5001,500 1,4001,400 200200

$15,800$15,800 $5,500$5,500 $3,100$3,100 $4,800$4,800 $2,400$2,400



Table 22.4: Bases for Allocating Functional 
Expenses to Channels

Packing Packing 
and and Billing and Billing and 

�� Step 2: Assigning Functional Expenses to Step 2: Assigning Functional Expenses to 
Marketing EntitiesMarketing Entities

Evaluation and Control
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Channel TypeChannel Type SellingSelling AdvertisingAdvertising
and and 

DeliveryDelivery
Billing and Billing and 
CollectingCollecting

HardwareHardware 200200 5050 5050 5050

Garden SupplyGarden Supply 6565 2020 2121 2121

Department storesDepartment stores 1010 3030 99 99

275275 100100 8080 8080

Functional expenseFunctional expense $5,500$5,500 $3,100$3,100 $4,800$4,800 $2,400$2,400

% No. of Units% No. of Units 275275 100100 8080 8080

EqualsEquals $     20$     20 $     31$     31 $     60$     60 $     30$     30



Table 22.5: Profit-and-Loss Statements for Channels

HardwareHardware
Garden Garden 
SupplySupply

Dept. Dept. 
StoresStores

Whole Whole 
CompanyCompany

SalesSales $30,000$30,000 $10,000$10,000 $20,000$20,000 $60,000$60,000

Evaluation and Control
�� Step 3: Preparing a ProfitStep 3: Preparing a Profit--andand--Loss Statement Loss Statement 

for Each Marketing Entityfor Each Marketing Entity
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SalesSales $30,000$30,000 $10,000$10,000 $20,000$20,000 $60,000$60,000

Cost of goods soldCost of goods sold 19,50019,500 6,5006,500 13,00013,000 39,00039,000

Gross marginGross margin $10,500$10,500 $  3,500$  3,500 $  7,000$  7,000 $21,000$21,000

ExpensesExpenses

Selling ($20 per call)Selling ($20 per call) $  4,000$  4,000 $  1,300$  1,300 $    200$    200 $  5,500$  5,500

Advertising ($31 per Advertising ($31 per 
advertisement)advertisement) 1,5501,550 620620 930930 3,1003,100

See text for complete table



Evaluation and Control
�� Determine Corrective ActionDetermine Corrective Action
�� Direct Versus Full CostingDirect Versus Full Costing

�� Direct costs Direct costs 
�� Traceable common costsTraceable common costs
�� Nontraceable common costNontraceable common cost

�� ActivityActivity --based Cost Accounting (ABC)based Cost Accounting (ABC)
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�� ActivityActivity --based Cost Accounting (ABC)based Cost Accounting (ABC)

�� Efficiency controlEfficiency control
�� Marketing ControllerMarketing Controller
�� SalesSales--Force EfficiencyForce Efficiency
�� Advertising EfficiencyAdvertising Efficiency
�� SalesSales--Promotion EfficiencyPromotion Efficiency
�� Distribution EfficiencyDistribution Efficiency



Evaluation and Control

�� Strategic controlStrategic control
�� The Marketing Effectiveness ReviewThe Marketing Effectiveness Review

�� The Marketing AuditThe Marketing Audit
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�� The Marketing AuditThe Marketing Audit
�� Marketing audit’s four Marketing audit’s four 

characteristics:characteristics:
�� ComprehensiveComprehensive
�� SystematicSystematic
�� IndependentIndependent
�� PeriodicPeriodic



Table 22.6: Components of a Marketing Audit

Part I. Marketing Environment AuditPart I. Marketing Environment Audit
MacroenvironmentMacroenvironment

A. DemographicA. Demographic What major demographic developments and trends pose What major demographic developments and trends pose 
opportunities or threats to this company? What actions has opportunities or threats to this company? What actions has 
the company taken in response to these developments and the company taken in response to these developments and 
trends?trends?

B. EconomicB. Economic What major developments in income, prices, savings, and What major developments in income, prices, savings, and 
credit will affect the company? What actions has the credit will affect the company? What actions has the 
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credit will affect the company? What actions has the credit will affect the company? What actions has the 
company been taking in response to these developments company been taking in response to these developments 
and trends?and trends?

C. EnvironmentalC. Environmental What is the outlook for the cost and availability of natural What is the outlook for the cost and availability of natural 
resources and energy needed by the company? What resources and energy needed by the company? What 
concerns have been expressed about the company’s role concerns have been expressed about the company’s role 
in pollution and conservation, and what steps has the in pollution and conservation, and what steps has the 
company taken?company taken?

See text for complete table



Evaluation and Control

�� The Marketing Excellence ReviewThe Marketing Excellence Review
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Table 22.7: The Marketing Excellence 
Review: Best Practices

PoorPoor GoodGood ExcellentExcellent

ProductProduct--DrivenDriven MarketMarket--DrivenDriven MarketMarket--DrivenDriven

MassMass--Market OrientedMarket Oriented Segment OrientedSegment Oriented Niche Oriented and Niche Oriented and 
Customer OrientedCustomer Oriented

Product OfferProduct Offer Augmented Product OfferAugmented Product Offer OrientedOriented
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Product OfferProduct Offer Augmented Product OfferAugmented Product Offer OrientedOriented

Average Product QualityAverage Product Quality Better Than AverageBetter Than Average Customer Solutions Customer Solutions 
OfferOffer

Average Service QualityAverage Service Quality Better Than AverageBetter Than Average LegendaryLegendary

EndEnd--Product OrientedProduct Oriented CoreCore--Product OrientedProduct Oriented LegendaryLegendary

See text for complete table



Evaluation and Control

�� The Ethical and Social Responsibility The Ethical and Social Responsibility 
ReviewReview
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ReviewReview
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