MSF 6205

MARKETING MANAGEMENT




MODULE I: MARKETING: BASIC CONCEPTS -

Marketing: definition, evolution, objectives, concepts, process, organization structure,
. relationship with other functions - Impact of micro and macro environment o

marketing; Marketing mix for products and services - Typology of products and market
- Goods & Services, Durables, FMCG, White goods etc. - B2B and B2C — Services
Marketing - Marketing ethics - Trends in marketing: Introduction to Relationship
marketing, Demarketing, Neuro marketing, Viral marketing, Web enabled marketing,
Digital marketing, Remarketing, Social media marketing, Green marketing, Societal
marketing




MODULE 2-
S-T-P AND COMPETITIVE STRATEGIES

* Segmentation: Objectives, approaches, bases - Characteristics of effective
segmentation - Patterns of segmentation; Differentiating market otferings-
. Purposes-Tools for competitive differentiation; Market Targeting- Factors for

evaluating and selecting market segments for targeting; Product positioning —
Purposes - Principles - Positioning strategies - Perceptual mapping -
Competitive Marketing Strategies: strategies for market leader, challenger,
follower and niche markets — Guerrilla marketing - Ansoff's Matrix - Michael

Porters generic strategies.




MODULE 3-

MARKETING RESEARCH, ANALYTICS AND
CONSUMER BEHAVIOUR

* Marketing information system - Steps in marketing research - Hssential
features of marketing research - Marketing metrics & analytics: definition,
. importance, introduction to components and tools - Consumer behavior:
need, overview of the influencing (individual and group) factors -
Organizational & institutional customers - Influencing factors - Consumer
decision process - Post purchase behavior - Consumer adoption process and
diffusion




MODULE 4- PRODUCT AND PRICE

* Elements of marketing mix - Product: definition, levels, hierarchy, systems &
mix, Product line decisions - New product development stages — Product
planning-Product life cycle and Strategies — Packaging- Labeling- Branding -
Types of brands - Pricing: objectives, strategies, methods.




MODULE 5- PLACE & PROMOTION

* Marketing channel: importance, functions, flows, levels, characteristics -
Selection, design and management of channel members - Promotion Mix:
clements / promotion tools - Integrated communication model -
Communication process - Steps in developing effective communication -
Setting promotion budget and promotion mix - Basics of advertising, sales
promotion, personal selling and public relations.




WHAT IS MARKETING?

® Process by which individual and group obtain what they need and want
- through creating and exchanging products and value with others.

* Marketing 1s the delivery of customer satisfaction at a profit.




DEFINING MARKETING

* Difference between societal and managerial definition
. * Societal definition-role of marketing in society

* Its role is to deliver a higher standard od living,
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Marketing Definition

* Is a societal process by which individuals and gropus obtain what they need

. and want through creating, offering, and freely exchanging products and

service of value with others.
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Peter Drucker States -

3335 |

* There will always one can assume, be a need for some selling. But the aim of

. marketing i1s to make selling superfluous. Marketing aims to know and

understand the customer so well that the product or service fits him and sell
itself. Ideally, marketing should result in a customer who 1s ready to buy. All
that should be needed then is to make the product or service available.




Managerial Definition

* Marketing is described as the art of selling products.

* Selling is the tip of the iceberg.




AMA DEFINITION

* Marketing management is the process of planning and executing the

. conception, pricing, promotion, and distribution of ideas, goods, services to

create exchanges that satisty individual and organisational goals
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CORE CONCEPTS OF MARKETING

Marketing .
Market
Marketer & Wants
Prospect
Relationship Core
;. Concepts in Demand
MNetwork Marketing
Exchange
Transaction & Products
Transfer Utility,
Costs &
Satisfaction

Figwre 4: Core Concepls in Marketing




CORE MARKETING CONCEPTS

TARGET MARKET AND SEGMENTATION-meta market

Marketers and Prospects

needs, wants, and demands
Product or Offering

Value and Satisfaction
Exchange and Transactions
Relationship and Network
Marketing Channels
Supply chain

Competition

Marketing Environment

Marketing Mix




TARGET MARKET AND |
SEGMENTATION

* Satistying all of it feasible?

* Preference varies

* Market segmentation is a must

* Identify distinct profiles of the buyers

* Segmentation-demographic, psychographic, behavioral differences
for chosen market-firm develops market otfering

* Positioning the offering




Target market and segmentation

* Market place
* Market Space
* Meta Market-Proposed by Mohan Sawhney

* The Metamarket concept describes a cluster of complementary products and services that
are closely related in the minds of consumers but are spread across a diverse set of
industries.

Example- automobile metamarket-consists of automobile manufacturers, new car and used car
dealers, financing companies, insurance companies, mechanics, spare parts dealers, service
shops, auto magazines, classified auto ads in newspapers and auto sites on the internet.

It leads to create metamediaries.




Marketers and Prospects

* A marketer 1s someone seeking a response(attention, a purchase, a vote, a
donation) from another party, called the prospect.




Needs, wants, and demands

* Needs, wants, and demands: the desires or wishes of consumers that
marketing tries to satisty.

* Demands are want for specific products backed by the ability to pay.
(Marketer should see that how many can buy Mercedes Benz)




DEMAND TYPES

I Negative demand

INo demand

JLatent demand

DDeclining demand

JIrregular demand-Synchromarketing
JFull demand

1 Overfull demand-Demarketing

JUnwholesome demand




SCOPE OF MARKETING

GOODS
SERVICES
EXPERIENCES
EVENTS
PERSONS
PLACES
PROPERTIES
ORGANISATION
INFORMATION
IDEAS




FOUR MARKETS

CONSUMER MARKET

BUSINESS MARKT

GLOBAL MARKT

NON PROFIT AND GOVERNMENTAL MARKET




LEVELS AND PATTERNS OF MARKET
SEGMENTATION

* Marketing segmentation is an effort to increase company’s precision
marketing.

* Mass Marketing-mass production, mass promotion and mass distribution.

* Example: Coca cola, Ford T Model.




Micro Marketing

* Segment marketing

Market Segment- consists of a large identifiable group within a markt with similar
wants, purchasing power, geographical location, buying attitudes or buying habits.

Example- car market
Midway of mass and individual marketing.
Needs and wants are similar

Flexible market offering(Anderson and Narus)- naked solution and options(carries
additional charge)




Market Segmentation

Dividing a market into distinct groups with

Fisti Is—cf isticsor-betuvi ho
might require separate products or marketing
mixes.




company otientation

Production concept
Product concept
Selling concept

Marketing concept







Effective
use of
resources

Benefits of Segmentation

Create
Value for a
target
market

Positioning




Measurable

Size,
purchasing
power, and

profile of
segment

& o

\ J

Requirements for Effective
Segmentation

Accessible

N A R

Can be
reached
and
served

S R Y.

Substantial

R A N Y

Large and

profitable

enough to
serve

Differentiable

RSB Sk A

Respond
differently

Actionable

-

Effective
programs
can be
developed

£




Steps in Market Segmentation,
Targeting, and Positioning

~
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~

-




Market Segmentation
Levels of Market Segmentation

Through Market Segmentation, Companies Divide Large,
Heterogeneous Markets into Smaller Segments that Can be
Reached More Efficiently And Effectively With Products and
Services That Match Their Unique Needs

« Same  product to all
WEEEBU BN Galifll  consumers

o Different products to one or
more segments

Segment
Marketing




Markets, Market Segments and
Niches

- Market Segments are large

identifiable groups within a
Market Segments B )¢ o

« A Niche is a more narrowly
defined group that may seek a
special combination of benefits




Patterns of Market Segmentation

Homogeneous Diffused Clustered
Preferences Preferences Preferences

« Consumers « Consumer e The market
roughly have preferences might distinct
same may be preference

preferences scattered clusters, called
natural clusters




Bases for Market Segmentation

Geographic Demographic Psychographic Behavioural
Segmentation Segmentation Segmentation Segmentation




Geographic City or
Segmentation Metro Size




Income

Gender

Occupation

Education

Nationality

Religion




Personality

Psychographic
Segmentation




Readiness
stage

Usage rate Loyalty Status

Attitude
towards
product




Market Targeting

« Target Market

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




Evaluating Market Segments

«Segment size and growth

«Segment structural attractiveness
« Threat of intense segment rivalry
 Threat of new entrants
« Threat of substitute products
« Threat of growing bargaining power of buyers
« Threat of growing bargaining power of suppliers

« Company objectives and resources




Selecting the Market Segments —
Patterns of Target Market

Single-segment Selective Product Market Full market
concentration specialization specialization specialization coverage

| M, . M?MM:; _ . M, -Mg M3_1 ,» M, M, M3 | . M, M, -M3 ‘ _M‘ M2 .M3

P=Product M= Market




The Alternative Market Selection
Strategies

i —

Undifferentiated Marketing




The Alternative Market Selection
Strategies

>

>

>

Differentiated Marketing




The Alternative Market Selection
Strategies

Concentrated Marketing
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Additional Considerations in Evaluating and
Selecting Segments




Differentiation

Differentiation is the act of designing a set of

m—eﬁﬁtﬂgﬁi—dtﬁ'éTmm—tﬁrgﬁnyﬁwhthe

company’s offer from competitors’ offers




Basic Dimensions of Differentiation

e Product

« Services

e Personnel
«Image
















Differences should be meaningful

Important

.y y f e
Superior
Communicable
* Preemptive
-Affordable

* Profitable




Positioning

Positioning 1is the act of designing the

ompany’s offer and image so tha DCCUpies a
distinct and valued place in the target
customers’ minds

Positioning calls for the company to decide how
many differences and which differences to
promote to the target customers










Perceptual Mapping

A Perceptual Map (PERMAP) 1s a dlagrammatzc
2 que ed by marketers to visualize (potentia
customers’ perceptions and opinions about products,
product lines, or brands.

The word perceptual comes from the word ‘perception’,
which refers to the customer’s knowledge of
competitive products on the market with the
accompanying attributes.




Perceptual Mapping

High price

Brand
Brand D
A

Brand
C

Low quality

Brand
B

Brand
E

Low price

www.toolshero.com

High quality




Perceptual Ma

Perceptual Map of Soft Drinks

’ Fun

Very Sweet
Not so sweet

Serious




SR USSR S NS o Y

Thank you




MARKETING -

ANALYSIS

Competitive Market Strategles
Dr. J. Hemalatha




Kotler on Marketing

The future i1s not ahead
of us. It has already

happened.

Unfortunately, it is
unequally distributed
among companies,
Industries and nations.
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Classification of Firms

«Market Leader

*(40% of market share)
 Market Challenger
*(30% of market share)
« Market Follower
«(20% of market share)
 Market Nicher

«(10% of market share)




Market Leader Strategies —
Expanding the Total Market




(1)
(3) Preemptive Position
defense defense

(6) Contraction
defense

(4) Countcroffensive
defense

DEFENDER

(&)
Mobile
defense

v v




Market Challenger— Attack Strategies

(4) Bypass attack

o

(2) Aank attack

ATTACKER

_—_>

(1) Frontal attack

<
i,

—

(3) Encirclement attack >

(5) Guerrilla attack
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Market - Follower Strategies
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Kotler on Marketing

The future i1s not ahead
of us. It has already

happened.

Unfortunately, it is
unequally distributed
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Industries and nations.
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Ansoff’s Matrix

« The matrix was developed by applied mathematician and
business manager, and was published in the
Harvard Business Review in 1957

« The Ansoff Matrix has helped many marketers and
executives better understand the risks inherent in growing

their business.

« The Ansoff Matrix, also called the Product/Market
Expansion Grid, is a tool used by firms to analyze and plan
their strategies for growth.

« The matrix shows four strategies that can be used to help a
firm grow and also analyzes the risk associated with each

strategy.

e - - - - = == - e e e e e e



http://faculty.msb.edu/homak/homahelpsite/webhelp/Content/Growth Matrix - Ansoff Growth Matrix.pdf

Ansoff’s Matrix
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Ansoff’s Matrix Strategies

The four strategies of the Ansoff Matrix are:

Market Penetration: This focuses on increasing sales of
existing products to an existing market.

Product Development: Focuses on introducing new
products to an existing market.

Market Development: This strategy focuses on entering
a new market using existing products.

Diversification: Focuses on entering a new market with
the introduction of new products.




Market Penetration

The market penetration strategy can be executed in a

n11m]"\ﬂr n'F MM/ANS °
T or—vva y o

« Decreasing prices to attract new customers

e Increasing promotion and distribution efforts

* Acquiring a competitor in the same marketplace




Product Development

The product development strategy can be executed in a
number of ways:

« Investing in R&D to develop new products to cater to
the existing market

 Acquiring a competitor’s product and merging
resources to create a new product that better meets the
need of the existing market

« Forming strategic partnerships with other firms to gain
access to each partner’s distribution channels or brand




Market Development

The market development strategy can be executed in a
number of ways:

e Catering to a different customer segment

 Entering into a new domestic market (expanding
regionally)

« Entering into a foreign market (expanding
internationally)




Dwerstfication

The diversification strategy can be executed in a number of
ways:

« Related diversification: There are potential
synergies to be realized between the existing business and
the new product/market.

 Unrelated diversification: There are no potential

synergies to be realized between the existing business and
the new product/market.
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Porter's Generic Competitive
Strategies

A firm's relative position within its industry determines

whether a firm's profitability is above or below the industry
average.

The fundamental basis of above average profitability in the
long run is sustainable competitive advantage.

There are two basic types of competitive advantage a firm
can possess: low cost or differentiation.




Porter's Generic Competitive
Strategies

 The two basic types of competitive advantage combined
with the scope of activities for which a firm seeks to achieve
them, lead to three generic strategies for achieving above
average performance in an industry

 Cost Leadership
 Differentiation,
* Focus

 The focus strategy has two variants, cost focus and
differentiation focus.




Porter's Generic Competitive
Strategies

Caompetitive Advantags

L ower Cost Diff erentiah on

1. Cost Leaderzhip 2. Diff er entiaki on

L
>
=
=
L

Ja. Coet Foous =Sb. Diff er el alion
Focus




Cost Leadership

« In cost leadership, a firm sets out to become the low
cost producer in its industry

 The sources of cost advantage include the pursuit of
economies of scale, proprietary technology, preferential
access to raw materials and other factors

* A low cost producer must find and exploit all sources of
cost advantage

« If afirm can achieve and sustain overall cost leadership,
then it will be an above average performer in its industry,
provided it can command prices at or near the industry
average.




Differentiation

- In a differentiation strategy a firm seeks to be unique in
its industry along some dimensions that are widely valued

by buyers.
« It selects one or more attributes that many buyers in an
industry perceive as important, and uniquely positions

itself to meet those needs.

« Itis rewarded for its uniqueness with a premium price.




Focus

« The generic strategy of focus rests on the choice of a
narrow competitive scope within an industry.

« The focuser selects a segment or group of segments in
the industry and tailors its strategy to serving them to the
exclusion of others.

« The focus strategy has two variants.

(a) In cost focus, a firm seeks a cost advantage in its target
segment

(b) In differentiation focus, a firm seeks differentiation in
its target segment.




Dwerstfication

The diversification strategy can be executed in a number of
ways:

« Related diversification: There are potential
synergies to be realized between the existing business and
the new product/market.

 Unrelated diversification: There are no potential

synergies to be realized between the existing business and
the new product/market.
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Marketing Information System

« A Marketing Information System (MIS) consists of people,

equipment, and procedures to gather, sort, analyze, evaluate,
and distribute needed, timely, and accurate information to
marketing decision makers.

» The degree of marketing excellence achieved by a firm has a
direct relationship with the marketing information system
operated by it.

» Marketing excellence is the net outcome of correct marketing
decisions and the decisions can be corrected only when they
are information based.

* MIS can make the crucial difference between winning and
losing.




Marketing Information System

Marketing Information System

Marketing Mar.keting
Managers Developing Information Environment

Analysis Target Markets

Assessing Internal Marketing

information records intelligenc .
Planning needs Marketing

channels

Implementation Competitors

Publics

Control

Distributing
information

i . Macroenvironment
Ncliarlfc.tlng Marketing faces
cCIaion reserch :
analysis

Marketing decisions and communications




Marketing Information System
Benefits

« It helps marketing planning by making reliable information

on the external environment and the internal realities of the
company.

It helps effective tapping of marketing opportunities and
provides effective defence against emerging marketing
threats.

« It helps early spotting of changing trends; it provides market
intelligence to the firm.




*It facilities the development of action programmes for achieving
goals.

*It helps the firm adjust its products and services to the needs and
tastes of the customers.

*It helps the firm control its marketing activities

*The quality of marketing decisions are decided to a great extent by
the quality of marketing information available to the decision maker




Types of Marketing Information

* Classification based on the end use (or purpose) of the information
* Information for marketing planning

. * Information for marketing operation
* Information for key decisions in marketing

* Information for marketing control

* Classification based on the subject matter of the information

* Product, consumer, pricing, distribution channels, promotion sales force, competition,
sales methods

* Internal operations of the firm
* External environment of the firm




Internal Records System




Marketing Intelligence System

A marketing intelligence system is a set of procedures and

sources used by managers to obtain their everyday
information about pertinent developments in the marketing
environment




N AR S il o2 N e R e e o
o e R A M T e S

Managers scan the environment in
four ways

Undirected Conditioned
Viewing Viewing

Informal

Search Formal Search




Marketing Research System

« Marketing research is the systematic design, collection,
analysis, and reporting of data and findings to a specific
marketing situation facing the company




Marketing Research Process

 Defining the problem and research objectives
 Developing the research plan

« Collecting the information

« Analyzing the information

 Presenting the findings




Characteristics of Good Marketing
Research
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Marketing Metrics

Marketing metrics are what marketers use to monitor,

record, and measure progress over time.

The metrics themselves are varied and can change from
platform to platform.

Marketers need to hone in on their goals and choose the
metrics that will track their successes and failures.




Marketing Metrics

Marketing metrics are what marketers use to monitor,

record, and measure progress over time.

The metrics themselves are varied and can change from
platform to platform.

Marketers need to hone in on their goals and choose the
metrics that will track their successes and failures.
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Consumer Behaviour

The field of consumer behavior studies how

individuals, groups, and organizations select, buy, use,
and dispose of goods, services, ideas, or experiences to
satisty their needs and desires

Marketers can profit from understanding how and
why consumers buy

Not understanding your customer’s motivations,
needs, and preferences can lead to major mistakes




Model of Consumer
Behaviour

Marketing

Other

Buyer’s

Buyer’s

Buyer’s

Stimuli

Stimuli

Product

Economic

Characteristics

Decision
Process

Decisions

Cultural

Problem
Recognition

Product
Choice

Price

Technologic
al

)

Social

Information
Search

Brand Choice

Place

Political

Personal

Evaluation

Dealer
Choice

Promotion

Cultural

Psychological

Decision

Purchase
Timing

Post
Purchase
Behaviour

Purchase
Amount
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Factors influencing consumer buying
behaviour




Cultural factors
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Social factors




Personal factors

an ;I(Jl-

Defensiveness
Adaptability
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Business Market

The business market consists of all of
the organizations that acquire goods
and services used in the production of

other products or services that are
sold, rented, or supplied to other

customers.




Characteristics of Business Markets




Business Markets
# Environmental factors
# Organizational factors

# Interpersonal factors

# Individual factors




Envireonmental Variables
- Physical
- Technelogical
- Economic
- Political and legal
Labour umons
Cultural
Customer demands
Competitive practices moreover pressures
Supplier mtormatxo*n

Organisanional Vasiables
« Objectivegoals
« Organisation structure
Purchasing policies and procedures
Evaluation and reward systems

|- Deoyee of decenfralization in pmrchasine

v

Buying Centre Vasiables
- Authonty
- Size
Key influencers
+ Intepersonal relationship
» Communication

Organisational Buying Decisions

- Choice of Suppliers

Delay decision and search for more information
Make. or lease. or buy
Do not buy

\ 4

Individual Variables
« Personal Goals
- Education
- Expenence
- Values
- Job position
- Lifestyle
- Income

Source: R.E. Webster, Jr and Y Wind, Journal of Marketmg, 36, pp

T—— ity 97 2




Business buying situations




Component (1) Component (2) Component (3) Situational
Factors
Differences Vanables that detgrmine Methods used for
among individual SUNVRRGE D 0 conflict resolution in
buyers caused by s o e
A G Oy joint-decision making
factors: (A) Product specific oo—
factors, including PR y
- Background of - Tuzne Pressie Supplier or
SRR + Perceived nisk . ‘Problem:solving
o + Type of Purchase brand choice
- Active search + Persuasion
- Perceptual (B) Company specific . ;s
dist (;2 st factors, mcluding Bargaining
2 . : » Company size - Politicking
- Satssfaction with iy
+ Company orientation
past purchases + Degree of
centralisation

Source: Jagdish N. sheth, "A Model of Industrial Buyer Behaviour”, Journal of Marketing,

37, pp 50-56, October, 1973.




Participants in the business
buying process
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Factors influencing
business buying behaviour







Organizational factors










* The buying decisions of industrial buyers are influenced by
many factors. Usually, these are influenced by organisational
factors or task-oriented obijectives viz. best product quality, or
dependable delivery, or lowest price and personal factors or non-
task objectives viz. like promotion, increments, job security,

- personal treatment, or favor. When the suppliers proposals
are substantially similar, organizational buyers can satisfy
organisational objectives with any supplier, and therefore

. personal factors become more important. When suppliers offers

differ significantly, industrial buyers pay more attention

to organisational factors in order to satisfy the organisational

objectives. There are two models available to provide a

comprehensive and integrated picture of the major factors that

combine to explain organisational buying behavior.




MARKETING -

ANALYSIS

The consumer buylng dECISIOn process
Dr. J. Hemalatha




Kotler on Marketing

The future i1s not ahead
of us. It has already

happened.

Unfortunately, it is
unequally distributed
among companies,
Industries and nations.
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The Buying Decision Process

Types of Buying

Buying Roles Behaviour

Buying Decision
Process




Buying Roles

o

Decider
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Types of Buying Behaviour

Dissonance-
reducing buying
behaviour

Complex buying
behaviour

Habitual buying Variety-seeking
behaviour buying behaviour




The Stages of the Buying Decision
Process
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Consumer adoptlon process and
diffusion 3]
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Kotler on Marketing

The future i1s not ahead
of us. It has already

happened.

Unfortunately, it is
unequally distributed
among companies,
Industries and nations.
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The Consumer Adoption Process

Adoption is an individual’s decision to become a

regular user of a product.

An innovation refers to any good, service, or idea that
is perceived by someone as new

Rogers defines the innovation diffusion process as
“the spread of a new idea from its source of invention or
creation to its ultimate users or adopters.




The Consumer Adoption Process




Factors influencing consumer adoption
process

Individual differences in

: . Role of Personal influen
innovativeness ol€ or Fersona uences

Influence of product Influence of Organizational
characteristics on the rate of characteristics on the rate of
adoption adoption




Adopter Categorization on the Basis of
Relative Time of Adoption of
Innovations

Average

Time for
Adoption

E:"iv

Adopters Early
13.5% Majority Laggv?rds
Innovators 34% 16%

2.5%
P




Influence of product characteristics
the rate of adoption
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MODULE IV
PRODUCT AND
PRICE

6+2




Unit 4

* Elements of marketing mix - Product: definition, levels, hierarchy, systems &
mix, Product line decisions - New product development stages — Product
planning-Product life cycle and Strategies — Packaging- Labeling- Branding -
Types of brands - Pricing: objectives, strategies, methods.




Definition

* The marketing mix retfers to the set of actions, or tactics, that a company
uses to promote its brand or product in the market. The 4Ps make up a
typical marketing mix - Price, Product, Promotion and Place. However,
nowadays, the marketing mix increasingly includes several other Ps like
Packaging, Positioning, People and even Politics as vital mix elements.




EheViarketino = \ised

| Marketing
manager

Product Price Promotion Place
Features List price Advertising Outlets

Brand name Discounts Personal selling Channels
Packaging Allowances . Sales promotion Coverage
Service Credit terms Publicity Transportation
Warranty Payment period Stock level

Cohesive marketing program

Promotion

Produc':t-fr
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The marketing mix elements that make up an organization’s

marketing program.

Product

. Promotion

Price
Place

These are management decisions, controllable factors

s e




Products levels

* A product 1s anything that can satisfy a want or need of a customer, be it
tangible or intangible. It can be physical goods, services, experiences,
information, ideas. Etc

Potential Product

Augmented
Product
Expected Product

Basic Product

Core Benefit

4




Marketing function relates to many people, groups, and forces

Society

Other
organizations

l Suppliers

I Social

Alliances

Partnerships

I Economic

Manufacturing (Management

The
organization

Society

Research Human Ownership
and Resources & Shareholders
development (owners)

Information
systems

Relationships

Customers

Finance Marketing

Ay

Environmental forces

ITechnological l Competitive l Regulatory




Marketing’s first task:
discovering consumer needs

Organization's
marketing department

Discover consumer needs

A

Information about needs

A

Potential consumers: The market




Marketing’s second task: satistying consumer needs

Organization's marketing department

Satisfy consumer needs by

C ts f
o e finding the right combination

products :
Discover CONSUMEr NEedS m———————p-— of. Pr_oduct
Price
Promotion
Place
| Information about needs | Goods, services, ideas
I Potential consumers: The market




Product Hierarchy

* A product hierarchy can be seen as a family where the customer need 1s at the
top and the specific product variant is at the bottom.

® Their could be multiple ways to meet a customer’s need and all those ways
can be put under one basket.




Product Hierarchy

Product Item

Product Class

Product Family

Product Need

Ty pragin T




Product Mix

* A product mix 1s the combination of all the items and products which a
particular company has to otfer to the customer.

* A product mix consists of multiple product lines.
* Product mix is also termed product assortment [variety].

* Every product mix has dimensions such as Product Width, Product Length,
Product Depth, and consistency.




® Product width[Breath]| — refers to the total number of product lines a company
caries.

. ® Product length refers to the number of product line.. The total length of the

product mix would be the total number of items within a product mix.

® Product depth refers to the number of variants of each product within a product
line. If a specific iPhone model comes in two different colors or 3 different Ram
capacities say variants. These variants are considered the depth of the product.

® Consistency 1s the similarlity between several product lines in terms of usage,
channels of distribution, methods of production etc.
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Product Width
Beauty and Foods and Home |
Personal Care Refreshment Care
_—
- Dove —-- Boost —- Domex !
I
- Lux —- Bru —- Vim i
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—- AXe - Cornetto |- Surf Excel '
Product
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. fundamengas faetor that markgters should consider
PrO @@ IHJ}‘\EF r(@y,(:el@e through its life-
cycle.

* The product life-cycle theory was formulated in

v . srRay L
addressed US exports in an article called International

investment and international trade in the product cycle.

* According to this theory, a product/service has a
limited life and its sales go through different
stages of ups and downs. For this reason, offerings
require distinct marketing, production, HR and
tinancial strategies based on their specific life-cycle

phase.

* This graph represents the life-cycle of a product. It is
divided in 5 stages: development, introduction,
growth, maturity and decline.

 This theory breaks down a product/service life-cycle
in five stages according to the revenue generated over
time:

SALES

PRODUCT LIFE CYCLE

_/

INTRODUCTION

GROWTH MATURITY '  DECLINE

TIME




evelop t: compangies develop
Pro ci)@z@to £ECYELE all the
time, but onl a snrall percentage
reaches the market after the
vatidation Stage;

* Introduction: the offering is PRODUCT LIFE CYCLE
promoted and consumers become N
aware of its existence. Revenues are

still low, but they are going to grow | e |

exponentially in the next phase; SALES / \
* Growth: the demand and awarenes: _

grow. Sales increase on par with

profits and production costs

decrease. Competitors enter the

market with their version of the
product/service;

INTRODUCTION ! GROWTH MATURITY DECLINE

TIME




F rothIct e cyete

* Maturity: the offering is now well known, the
demand tends to stabilize and sales slow down.
The industry is characterized by a thick
competition which pushes the company to
decrease prices in order to maintain the
leadership.

* The market saturates and the company must
activate some differentiating strategies to
acquire new consumers.

PRODUCT LIFE CYCLE

* According to Marketing and management of
Kotler and Kellet, it can expand the matket : v '
(market modification), change or improve the

SALES
quality, features or style of the product/service
(product modification), and edit non-product- /
related elements such as communication, price |
. . . INTRODUCTION ' GROWTH MATURITY DECLINE
and distribution; ' >
TIME

* Decline: as soon as the offering becomes
obsolete, sales and revenues drop till it’s not
convenient to continue making the
product/setvice anymore.




BRANDING

* Branding is a practice of giving a specified name to a product or group of
product of one seller.

* Branding is the process of finding and fixing the means of identification, eg.
Rado watch.

* Philip kotler — A brand is defined as a “name, term, sign symbol (or a
combination of these) that identifies the maker or seller of the product




Why branding?

* A brand name helps an organization to differentiate itself from its
competitors

* In today’s competitive world customers expect product to have brand
y p pectp

* Some people will only purchase a particular brand even though there are
acceptable alternative on the market eg. Apple Inc.




A

adldas
Brand Equity

* Brand equity refers to the value of a brand. Brand equity does not develop
instantaneously.

* A brand need to be carefully nurtured and marketed so consumers feel ral
value and trust towards that brand.

* Nike, Adidas have high brand equity. These brands command high awareness

and consumer loyalty.




Major Assets of Brand Equity

Brand awareness
Perceived quality
Brand loyalty
Brand personality




Branding strategies

* 1. Line extension: This is where an organization adds to its current product
line by introducing versions of its products with new features, an examples
could be a crisp/ chips manufactures extending its line by adding more exotic

flavors.
* Brand extension: If your current brand name is successful, you may use the

brand name to extend into new business areas. Eg, Virgin Group extending
its brand from records, airlines, mobiles and banking,




* 3. Multi Branding: The company decides to introduce more brands into an

. existing category. E.g.. Procter & Gamble (P&G) is an American consumer

goods company that sells 23 different brands — Tide, Pampers,
Gillette, Ace, Head & Shoulders etc.

* 4. New Brands: An organization may decide to launch a new brand into a
market. A new brand may be used to compete with existing rivals and may
be marketed as something ‘new and fresh’




Branding Decisions

* Strategies adopted by the marketer while branding a product:

® Individual names

* Blanket family names
* Separate family names for all products

* Company trade name combined with individual product names.




Packaging

* Packaging includes the activities of designing and producing the container of
the product

* Packaging can be defined as the wrapping material around a consumer item
that serves to contain, identify, describe, protect, display, promote and
otherwise make the product marketable and keep it clean.

* Packaging 1s the outer wrapping of a product.




Types of Packaging

1. Transport packing: The product entering into the trade need to be packed
well enough to protect against loss damage during handling, transport and
storage. E.g. Fiberbroad, wooden crate etc

2. Consumer Packing: This packing holds the required volume of the
product for ultimate consumption and 1s more relevant in marketing. E.g.
beverages, tobacco etc.




Purpose ot packing

* Product protection
®* Product attractiveness
®* Product identification

* Product convenience




Packing strategies

1. Packaging the product line

2 Multiple packaging

3. Changing the package




Labeling

* Label is a part of product, which carries cverbal information about the
product to pr seller. It may be a small slip or printed statement

* The seller must label the products

* The lable might carry only the brand name or a great deal of information




Types of labeling

1. Brand label

| 2. Descriptive label
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Wmm)m vnd b e} e
U.ﬂmmmmubw.wmwmn

® et aadedom, aod
rcwm mmrmmowm

WErSEibNy moy Ser, SEpeoby’s oh
lm«mmmmu« TR %
mwdmd:u“ = el 3 Fowes
Conar Catder 1M ey, A

Tadcds ans witee 2yl e oWt | G 2 uek wtaﬂuﬂ

WO § gty W i 12 s Leta 1 ket Suaty 447 & Swrn
% S maatm S & Gt 8 2 ek

ﬁwﬂ‘”‘ otk at ‘

Drug Facts (Cootvusd)
Other Information e vew o 50300 RETTF) W patert Sorn waowat e i do

IANCIVE INGUORORIS DA yulim ro 10, barhnm, sapneetes Vmbisbe, el ooy st e
SHIMCT0. 2000 IS 3T




Function of labeling

* It enable the producer to give a clear instruction about the users of a
product.

* Price variation caused by middleman are avoided because of price is
maintained and printed.

* It encourages producer to make only standard products

* Buyers can easily identify the product.




-Pricing: objectives, stra

tegies, methods.




Different Pricing Strategies
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ePricing Strategies
emarket skimming

evalue pricing

e|oss leader

epsychological pricing
ecompetitor pricing
epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing
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ePricing Strategies
emarket skimming

evalue pricing

epsychological pricing
ecompetitor pricing
epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Penetration Pricing

* Prices set to ‘penetrate the market’
* ‘Low’ price to secure high volumes

* Typical in mass market products — chocolate bars, food stuffs, household
goods, etc.

® Suitable for products with long anticipated life cycles

® May be useful if launching into a new market
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ePricing Strategies
emarket skimming

evalue pricing

eloss leader
epsychological pricing
ecompetitor pricing
epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Market Skimming

* High price, Low volumes
* Skim the profit from the market

* Suitable for products that have short life
cycles or which will face competition at some
point in the future (e.g. after a patent runs out)

* Examples include: Playstation, jewellery, digital
technology, new DVDs, innovations and First
to Market products etc.




Val

ue Pricing

ePricing Strategies
emarket skimming

evalue PriCiNg — based on perceived value

eloss leader
epsychological pricing
ecompetitor pricing
epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Value Pricing

* Price set in accordance with customer
perceptions about the value of the
product/setrvice

* Examples include status
products/exclusive products /art
pleces

Companies may be able to set prices according to
perceived value.

Copyright: iStock.com




T.oss Leader

*Pricing Strategies
emarket skimming

evalue pricing

¢|0ss leader — soidat cost or below to attract buyers
epsychological pricing

ecompetitor pricing

epredatory pricing

ecost-plus pricing

epenetration pricing

econtribution pricing




Loss Leader

* Goods/services deliberately sold below cost to encourage sales elsewhere

* Typical in supermarkets, e.g. at Christmas, selling bottles of gin at R30 in the
hope that people will be attracted to the store and buy other things

®* Purchases of other items more than covers ‘loss’ on item sold

* c.g. ‘Tree’ mobile phone when taking on contract package




Psychological Pricing

ePricing Strategies
emarket skimming

evalue pricing

elossteader

epsychological pricing egr19.99
ecompetitor pricing
epredatory pricing

ecost-plus pricing

epenetration pricing

econtribution pricing




Psychological Pricing

* Used to play on consumer perceptions
* Classic example - R9.99 instead of R10.99!

* Links with value pricing — high value goods priced according to what
consumers THINK should be the price




(Goino Rate)
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ePricing Strategies
emarket skimming

evalue pricing

®|0Ss leader

epsychological pricing

ecompetitor pricing

epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Competitor Pricing (Going Rate)

* In case of a price leader, rivals have difficulty in competing on price — too
high and they lose market share, too low and the price leader would match
price and force smaller rival out of market

* In this strategy, we are compelled to follow pricing leads of rivals especially
where those rivals have a clear dominance of market share

* Where competition 1s limited, ‘going rate’ pricing may be applicable — banks,
petrol, supermarkets, electrical goods — find very similar prices in all outlets




Predatory Pricing

ePricing Strategies
emarket skimming |

evalue pricing

I | l
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epsychological pricing

ecompetitor pricing

epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Destroyer/Predatory Pricing

* Deliberate price cutting or offer of ‘free gifts/products’ to
force rivals (normally smaller and weaker) out of business or
prevent new entrants

* Flooding the market with cheap (often imported) goods

* Anti-competitive and illegal if it can be proved
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ePricing Strategies
emarket skimming

evalue pricing

eloss leader
epsychological pricing
ecompetitor pricing
epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Contribution Pricing

* Contribution = Selling Price — Variable (direct costs)

* Prices set to ensure coverage of variable costs and a ‘contribution’ to the
fixed costs/overheads

* Similar in principle to cost-plus pricing

* Every product sold gives back a contribution towards covering the running
costs of the business

* Break-even analysis might be useful in such circumstances




ePricing Strategies |
emarket skimming

evalue pricing

sloss teader

epsychological pricing

ecompetitor pricing

epredatory pricing
ecost-plus pricing
epenetration pricing

econtribution pricing




Cost-Plus Pricing

® The cost of the product + mark-up = selling price.

® You can do this by using a fixed percentage (150%, 200%) or a fixed markup
(R10, R50, R500)

* The advantage of this method 1s that you are able to calculate your expected
profit level very easily.

® The disadvantage 1s that it may be less, or more, than customers are willing to
pay and, most importantly, some hidden costs may be forgotten and so the
actual profit is less than you think (or even a loss)




Influence ot Elasticity

Price Elasticity:

S | PED) is-defined-asd

of responsiveness in the quantity demanded for a commodity
as a result of change in price of the same commodity.

* e.g. A 4% rise in price would lead to sales falling by
something more than 4%

* Revenue would fall

* e.g. A 9% fall in price would lead to a rise in sales of
something more than 9%

e Revenue would rise




MODULE V PLACE &
PROMOTION

6+2




MODULE V PLACE & PROMOTION 6+2

* Marketing channel: importance, functions, tlows, levels, characteristics -
Selection, design and management of channel members —

* Promotion Mix: elements / promotion tools - Integrated communication
model —

* Communication process - Steps in developing effective communication -
Setting promotion budget and promotion mix - Basics of advertising, sales
promotion, personal selling and public relations
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Chapter 1

Marketing

McGraw-Hill/lrwin Copyright © 2004 by The McGraw-Hill Companies, Inc. All rights reserved.



After studying this chapter, you should be able

to:

* Explain the functions and key activities of marketing
channels.

* Discuss the role of intermediaries in marketing channels.

* Distinguish between direct and indirect marketing channels.



After studying this chapter, you

should be able to:

* lllustrate how some firms use multiple channels successtully.

marketing decision variables.

- * See how marketing-channel decisions are related to other key

* Understand how power, conflict, and cooperation affect the
operation of a marketing channel.

* Give examples of ethical and legal issues encountered in the
operations of marketing channels.



‘Consumer and Business-to-Business Marke

ti

Channels

Exhibit 13-1 Consumer and business-to-business marketing channels

Consumer channels Business-to-business channels

@ o0
@0 o-0-0
00 00
o-0-0-60-- 06-0-0-0

Key: . = Producer . = Agent ¢ = Consumer . = Business buyer . = Wholesaler ‘ = Retailer




The lmportance of Marketing- Channels
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Key Functions Performed-in Marketing Channels

Market Feedback

« Serving on manufacturer advisory boards

* Informing other channel members of competitive activity
« Participating in test market evaluations

Financial Risk
» Offering credit

 Managing risks related to product loss or deterioration
 Managing risks related to product safety and liability










Personal
selling

Telemarketing,
direct response
advertising

Toll-free
phone/fax
ordering,

Internet
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Developing Channel Objectives and Strategy




* Evaluation of Capabilities and Costs

* Evaluation of Channel

Compatibility:

. * Product Considerations
* Pricing Considerations

* Marketing Communications Considerations

* Evaluation of Availability
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* The key question is




* Run a Trial Period

* Set Performance Expectations

® Create Communication Networks




Evaluating Channel Performance
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B Channel Power
o Reward Power

* [ egitimate Power

* Expert Power

* Referent Power

o Coercive Power

o Channel 1 eader Power

B Channel Conflict

B Channel Cooperation
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Future Considerations for Channel

Management

* Firms must always ask

* Companies will be forced to alter their channels because of:

* Changing consumer preferences
* Intense competition

* Innovation in information technology




GCSE Business
Studies

Unit 1

Starting a Business

Marketing Mix —
Promotion




Learning Outcomes

e Descrlbe aﬁd €Xplalﬁ methOdS of pfomOUOﬁ (advertising, sales promotion, sponsorship and

public relations)

* Evaluate each method of promotion

. * Explain how social media can be used to promote business activity .

* Identify and justify the most appropriate methods of promotion in
particular circumstances

* Demonstrate knowledge of the following legal constraints on
pr omotion (Trade Descriptions Act, 1968, ASA and Ofcom)

Images © thinkstockphotos.co.uk
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Promotion

p e e I
let customers know about the product/service they have to
offer.

Promotion can also be used to persuade customers that the
product/service you offer is better than your competitors

Images © thinkstockphotos.co.uk




Spend 10 minutes
on this activity

Would a small business use the same promotional methods as a large business?

Images © thinkstockphotos.co.uk




Methods of Promotion —
Advertising

Advertising — There are two main types of advertising:

(a) Informative Advertising

This informs and educates potential customers about the
product/service.

(b) Persuasive Advertising

Tries to use emotions to influence/persuade customers
to purchase your product/service.

Images © thinkstockphotos.co.uk




Methods of Promotion —
Advertising

Examples of Advertising:
* TV (national and local)

List all the advantages

* Radio (national and local) V :

and disadvantages of
* Bill boards/ posters the different types of advertising
* Cinema

* Newspapers/Magazines

* Internet

Images © thinkstockphotos.co.uk




Methods of Promotion — Sales Promotion

Sales Promotions — Sales promotions can be divided into many

mbnle:
—d.l.ffel’len.t_p.a.r_té_fg.pexa...r,.w

(a) Coupons and Loyalty Cards (to encourage repeat purchases)
(b) Competitions (used to boost sales as customers are entered in
to win a prize)
(c) Product Endorsements (from e.g. a celebrity)
(d) Free Offers
(e) Merchandising
(f) Price reductions/discounts
(g) Loss leaders

Images © thinkstockphotos.co.uk




Methods of Promotion — Sponsorship

Sponsorship is particularly popular with large businesses

A business will sponsor an event, team or individual in order
to build up brand awareness.

ACTIVITY: (20 minutes)

Can you find out the business(es) that sponsor:
(a) Balmoral Show
(b) Usain Bolt
List the advantages and disadvantages of using sponsorship as a method of promotion

Images © thinkstockphotos.co.uk




Methods of Promotion — Public Relations

Public relations (PR) is focused on creating positive publicity for a
business

It is good for a business to have a good reputation.

A business can gain good PR by e.g. winning awards, working with
the press, organising charity events.

Activity: (15 minutes)

Discuss the advantages and disadvantages of PR as a method of
promotion

Images © thinkstockphotos.co.uk




Promotion — Social Media

Activity: (20 minutes)

In groups, discuss how social media can be used to promote
business activity
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Legal Constraints on Promotion

® The Trade Descriptions Act, 1968

- ® The work of the Advertising Standards Authority (ASA)

* The Office of Communications (Ofcom)
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Check List

Learning Check — Do you know . ..

1. The methods of promotion and their advantages and
disadvantages?

2. How social media can be used to promote business
activity?

3. How to identify and justify the most appropriate methods
of promotion in particular circumstances?

4. Some legal constraints on promotion?
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