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Principles of. Marketing. 14|E. PHILIP Kotler / GARY Armstrong.
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Understand the

marketplace and

customer negds
and wants
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Create value for customers and
build customer relationships

Designa
customer-driven
marketing
Strateqy

%

Construct an
ntegrated
marketing program
that delivers
Superior valug

Build profitable
relationships and
create customer

Gelight

Capture value from

customers in return

Capture value
from customers to

create profits and
customer equity




Core Marketing Concepts

roducts and
Services

Needs, wants,
and demands
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Value, satisfaction
and quality
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Exchange, transactions,

and relatlonshlps




Understanding the Marketplace
and Customer Needs

e States of deprivation
¢ Physical—food, clothing, warmth, safety
¢ Social—belonging and affection
¢ Individual—knowledge and self-expression

¢ Form that needs take as they are shaped by culture and individual
personality

De man d S » Wants backed by buying power




How do Consumers Obtain
Products and Services?

* Exchanges - act of obtaining a desired object from
someone by offering something in return.

* Transactions - trade of values between parties.
Usually involves money and a response.

* Relationships - building long-term relationships with
consumers, distributors, dealers, and suppliers.



What Will Satisty Consumer’s
Needs and Wants?

* Products - anything that * Services - activities or

can be offered to a benefits offered for sale
market for attention, that are essentially
acquisition, use or intangible and don’t
consumption and that result in the ownership
might satisfy a need or of anything.
want. » Examples: banking,
 Examples: persons, airlines, haircuts, and
places, organizations, hotels.

activities, and ideas.



How Do Consumers Choose
Choose Among Products and
Services?

* Customer Value - benefit that the customer
gains from owning and using a product
compared to the cost of obtaining the
product.

* Customer Satisfaction - depends on the
product’s percerved performance in
delivering value relative to a buyer’s
expectations. Linked to Quality and Total
Quality Management (TQM).
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Understanding the Marketplace
and Customer Needs

Customers

¢ Value and
satisfaction

Marketers

e Set the right level of
expectations

e Not too high or low




Marketing Management Philosophies

- Consumers favor products that are
available and highly affordable
*Improve production and distribution

*Consumers favor products that offer
the most quality, performance, and
innovative features

*Consumers will buy products only if

Selling Concept the company promotes/ sells these
product

. ‘Focuses on needs/ wants of target
Marketing Concept markets & delivering satisfaction
better than competitors

*Focuses on needs/ wants of target
markets & delivering superior value
*Society’s well-being




Marketing & Sales : Concepts Contrasted

Starting Focus Means Ends
Point
8- 8- 8- 8-
- . Selling Profits
Existing
Factory Products and through
Promoting Volume
| The Selling ConceBt ||
. . 8- o
Profits
Customer Integrated
et Needs Marketing UL

Satisfaction

! The Marketing Concept



Societal Marketing Concept

Society

(Human Welfare)

Consumers
(Wants)

Company
(Profits)




Designing a Customer-Driven Marketing Strategy

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

— What customers will we serve?

— How can we best serve these customers?

Create value for customers and
build customer relationships

Understand the

marketplace and

customer needs
and wants

=

Design a
customer-driven
marketing
strategy

>

Construct an
integrated
marketing program
that delivers
superior value

" Build profitable

= |

relationships and
create customer
delight

Capture value from
customers in return

Capture value
from customers to

create profits and
customer equity




Designing a Customer-Driven Marketing Strategy

Selecting Customers to Serve

Market segmentation refers to dividing the
markets into segments of customers

Target marketing refers to which segments to
go after




Designing a Customer-Driven Marketing Strategy

Choosing a Value Proposition

Value proposition Set
of benefits or values a pe

company promises to A-\-
deliver to customers to

satisfy their needs

pul

-




Preparing an Integrated Marketing Plan and Program

The marketing mix: set of tools (four Ps) the firm
uses to implement its marketing strategy. It
includes product, price, promotion, and place.

Create value for customers and 5 Capture value from
build customer relationships :  customers in return
) Construct an , ) E
Understand the Design a integrated Build profitable : Capture value
marketplace and * customer-driven ’ marketing program » relationships and from customers to
customer needs marketing P create customer create profits and
and wants strategy superior value delight : customer equity

Integrated marketing program: comprehensive
plan that communicates and delivers the
intended value to chosen customers.




Building Customer Relationships

Customer Relationship Management (CRM)

 The overall process of
building and maintaining
@ profitable customer
relationships by delivering
superior customer value
and satisfaction




Building Customer Relationships

Relationship Building Blocks: Customer Value and Satisfaction

Customer-

Customer
satisfaction

e The difference e The extent to
between total which a
customer value product’s
and total perceived
customer cost performance

matches a
buyer’s

perceived value

expectations



Building Customer Relationships

Customer Relationship Levels and Tools

Basic
Relationships

Full
Partnerships




Building Customer Relationships

The Changing Nature of Customer Relationships

Relating with more carefully selected customers uses
selective relationship management to target fewer, more
profitable customers

Relating more deeply and interactively by incorporating
more interactive two way relationships through blogs,
Websites, online communities and social networks




Capturing Value from Customers

Creating Customer Loyalty and Retention

e Customer lifetime value is the value of the entire

stream of purchases that the customer would
make over a

lifetime of
patronage
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How to Calculate a Net Promoter Score

> Net Promoter asks one question, “Would you recommend us to
a friend or colleague?” that customers answer on a scale of 0 to
10.

> Responses are grouped into three categories: Detractors,
Passives and Promoters.

> Subtract Detractors from Promoters and you have a Net
Promoter Score.

Likelihood to Recommend

Not At All Extremely
Likely Neutral Likely
I |
0 1 2 3 4 5 6 7 8 9 10
- /) \_Y_I \_Y_I
Y
Deftractors Passives Promoters

— ol Net Promoter



Capturing Value from Customers

Growing Share of Customer

Share of customer is the portion of the
customer’s purchasing that a company gets in
its product categories

1at is share of wallet | SOW)




Capturing Value from Customers

Customer equity is .,
the total combined M
customer lifetime &
values of all of the
company’s
customers

©=»
| g Cabculalng
- Custormenr
*4 Im Lifetimie Walus
ew S o B @ &



Capturing Value from Customers

Building Customer Equity

* Right relationships with the right customers
involves treating customers as assets that need to
be managed and maximized

* Different types of customers require different
relationship management strategles

A TN ATVO =
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Potential profitability

High

Low

Butterflies True friends

Strangers Barnacles

Short-term Long-term
Projected loyalty

® FIGURE | 1.5
Customer Relationship Groups



The Marketing Environment

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




The Company’s Microenvironment

Microenvironment consists of the actors close to the company
that affect its ability to serve its customers, the company,
suppliers, marketing intermediaries, customer markets,
competitors, and publics




Modern Marketing System

-

Environment

-

Suppliers

\4

Competitors

|

\4

Company
(Marketer)

Intermediaries

Marketing

v

End User
Market

A

JUBWIUOJIAUT

/
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O FIGURE| 1.2
AModern Marketing System

Each party in the ystem adds value, Walmar
cannot ull s promise of ow prices uless
1 Supplers provice low coss. Ford cannot
Oeliver a high-ualty ca-Onmership

GADBrINCE Unless i dealers provice
outsanding semvice.

'\l

Suppliers

b b

Company ‘

* Marketing Final

* intermediaries consumers

Compeftors ’

g

Major environmental forces

/ | 3
Arows represent rlatonshins tat must be developed and
managed o ceats customer value and profadle customer
elaionships.

\ J




Who Purchases Products
and Services?

Actual
Buyers

Market - buyers
who share a
particular need
or want that can
be satisfied by a
company’s products
or services.

-y
-




The Company’s Microenvironment

The Company
* Top management
+ Finance digital growth:

* R&D /4%

* Purchasing
* Operations
* Accounting

Xerox @,)



The Company’s Microenvironment

Suppliers
* Provide the resources to produce goods and

services
* Treat as partners to provide customer value

% You choose
your supplier...




The Company’s Microenvironment

Marketing Intermediaries

Help the company to
promote, sell and
distribute its
products to final
buyers




The Company’s Microenvironment

Types of Marketing Intermediaries




The Company’s Microenvironment

Competitors

* Firms must gain strategic advantage by
positioning their offerings against
competitors’ offerings




The Company’s Microenvironment

Publics

* Any group that has an actual or
potential interest in or impact on
an organization’s ability to
achieve its objectives

— Financial publics

— Media publics 1 s
— Government publics *fft‘d
— Citizen-action publics 7S N-¥.
— Local publics

— General public

— Internal publics



The Company’s Microenvironment

Customers

e Consumer markets
e Business markets
e Government markets

* |International markets

laws merit s s |
incentives ,minimumregations
fairdie conmarket,. .stakeholders

ouer xternalites. .iPONICIS subsidies i e
Tansines SOVEINMEN urinended €9
denert Uy 555 INTETVENEION ahe S ,
¢ Judgemenis nationalisation stock | =N
laissezmaximumprices te @ o




The Company’s Macroenvironment




The Company’s Macroenvironment

Demographic Environment

Demography: the study of human populations--
size, density, location, age, gender, race,
occupation, and other statistics

 Demographic environment: involves people,
and people make up markets

 Demographic trends: shifts in age, family
structure, geographic population, educational
characteristics, and population diversity
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The Company’s Macroenvironment

Demographic Environment

* Changing age structure of the population

— Baby boomers include people born between
1946 and 1964

— Most affluent Americans



The Company’s Macroenvironment

Demographic Environment
* Generation X includes people born between

1965 and 1976

— High parental divorce rates
— Cautious economic outlook
— Less materialistic

— Family comes first



The Company’s Macroenvironment

Demographic Environment
* Millennials (gen Y or echo boomers) include

those born between 1977 and 2000

— Comfortable with technology
— Tweens (ages 8—12)

— Teens (13-19)

— Young adults (20’s)



The Company’s Macroenvironment

Demographic Environment

R ESRE

Generational marketing is important in
segmenting people by lifestyle of life
state instead of age




The Company’s Macroenvironment

Demographic Environment

More people are:

* Divorcing or separating

* Choosing not to marry

 Choosing to marry later

 Marrying without intending to have children
Increasing number of working women
Increasing number of stay-at-home dads




The Company’s Macroenvironment

Demographic Environment

e Growthin U.S. West and  =e oo

ccccc

South and decline in

Get more done faster. Meet online. |

Midwest and Northeast

 Move from rural to
metropolitan areas

* Change in where people
work

nnnnnnnnnnnnnnnnnn

uuuuuuuuuu

— Telecommuting
— Home office



The Company’s Macroenvironment

Demographic Environment

* Changes in the Workforce
— More educated
— More white collar



The Company’s Macroenvironment

Economic Environment
Economic environment consists of factors that

affect consumer purchasing power and spending
patterns

 |ndustrial economies are richer markets

e Subsistence economies consume most of their
own agriculture and industrial output




The Company’s Macroenvironment

Economic Environment

Value marketing

offering financially cautious
buyers greater value—

the right combination of
qguality and service at a
fair price




The Company’s Macroenvironment

Natural Environment

Natural environment: natural resources that
are needed as inputs by marketers or that
are affected by marketing activities

* Trends
— Increased shortages of raw materials
— Increased pollution
— Increased government intervention

— Increased environmentally sustainable
strategies



http://www.greenbiz.com/

The Company’s Macroenvironment

Technological Environment

Most dramatic force
in changing the
marketplace

New products,
opportunities

Concern for the
safety of new
products




The Company’s Macroenvironment

Political and Social Environment

Political environment

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



The Company’s Macroenvironment

Political and Social Environment

* Legislation regulating
business

— Increased legislation

— Changing government
agency enforcement

* Increased emphasis on ethics

— Socially responsible
behavior

— Cause-related marketing




The Company’s Macroenvironment

Cultural Environment

Cultural environment
consists of institutions
and other forces that
affect a society’s basic
values, perceptions,
and behaviors




The Company’s Macroenvironment

Cultural Environment
Persistence of Cultural Values

Core beliefs and values are persistent and are
passed on from parents to children and are
reinforced by schools, churches, businesses,
and government

Secondary beliefs and values are more open to
change and include people’s views of
themselves, others, organization, society,
nature, and the universe



The Company’s Macroenvironment

Cultural Environment
Shifts in Secondary Cultural Values

* People’s view of themselves

— People vary in their emphasis on

serving themselves versus serving
others.

* People’s view of others

— More “cocooning” — staying home,
home cooked meals



The Company’s Macroenvironment

Cultural Environment
Shifts in Secondary Cultural Values

* People’s view of organizations
— Decline of loyalty toward companies

e People’s view of society
— Patriots defend it
— Reformers want to change it
— Malcontents want to leave it



The Company’s Macroenvironment

Cultural Environment
Shifts in Secondary Cultural Values

 People’s view of nature
— Some feel ruled by it
— Some feel in harmony with it
— Some seek to master it

 People’s view of the universe i i
— Renewed interest in spirituality
— Developed more permanent values

— family, community, earth, faith,
ethics



Responding to the Marketing

Environment
Views on Responding

Uncontrollable

e React and e Aggressive e \Watching and
adapt to actions to reacting to
forces in the affect forces forces in the
environment in the environment

environment



Create value for customers and
build customer relationships

. Capture value from
. customers in return

Understand the Design a ﬁﬁt";ﬁ“;;" Build proftable Capture value
marketplace and customer-driven markeling program relationships and from customers to
customer needs marketing that dalias create customer create profits and
and wants strateqy superior value delight customer equity
Research Select customers Product and Customer A Create satisfied,
customers and to serve: market service design: relationship loyal customers
the marketplace segmentation and build strong management: build :
targeting brands strong relationships :
with shosan 3 Capture customer
information and Decide on a value Pricing:
customer data ition: create real value I '
Distribution: strong relationships of customer
manage demand with marketing
and supply chains pariners
Promotion:
communicate the
value proposition
-
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Step 1. Market Segmentation
Levels of Market Segmentation

Mass Marketing
Same product to all consumers
(no segmentation)

Segment Marketing
Different produ_1ore segments
(some segmentation)

Niche Marketing
Different product: within segments
( more segmentation)

Micromarketing
roducts fo suit the _iduals or location
(complete segmentation)

7-70




Steps in Segmentation,
Targeting, and Positioning

6. Develop Marketing
Mix for Each Target Segment Market

5. Develop Positioning Positioning
for Each Target Segment

4. Select Target

Segment(s) Market

3. Develop Measures )
of Segment Attractiveness Targeting

2. Develop Profiles
of Resulting Segments )
1. Identify Bases Market Segmentation

for Segmenting the Market




Step 1. Market Segmentation &

Bases for Segmenting Consumer Markets

Geographic

Nations, states,
regions or cities

Demographic

Age, gender,
family size and
or

Psychographic
. . <2
Social class, lifestyle,
or personality

Behavioral

Occasions, benefits,
uses, or responses
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Using Multiple Segmentation
Bases: Geodemographics @};




Step 1. Market Segmentation

Bases for Segmenting Business Markels

Personal Demographics
Characteristics %

Bases

for ing
Situational

Purchasing
Approaches

7-75




Step 1. Market Segmentation &L

Bases for Segmenting International Markets

: Political/




Step 1. Market Segmentation

Requirements for Effective Segmentation

Measurable * Size, purchasing power, profile
- of segments can be measured.

Accessible « Segments must be effectively
reached and served.

« Segments must be large or
profitable enough to serve.

Differential  Segments must respond
differently to different marketing

mix elements & actions.

Actionable » Must be able to attract and
serve the segments.




Step 2. Market Targeting L
Evaluating Market Segments

 Segment Size and Growth
— Analyze sales, growth rates and expected profitability.

* Segment Structural Attractiveness

— Consider effects of: Competitors, Availability of Substitute
Products and, the Power of Buyers & Suppliers.

 Company Objectives and Resources

— Company skills & resources relative to the segment(s).
— Look for Competitive Advantages.



Step 2. Market Targeting L

Market Coverage Strategies

Company
Marketing
Mix

Company
Marketing Mix 1 ml
Marketing Mix 2

Company
Marketing Mix 3

Company
Marketing
Mix



Step 2. Market Targeting e
Choosing a Market-Coverage Strategy

A
]
Resources
AR
e
Variabilit

Product’s Stage

in the Product Life Cycle

Market
Variabilit

Co’
Marketing Strategies




Step 3. Positioning for Competlitive
Advantage

* Product’s Position - the place the product
occupies in consumers’ minds relative to
competing products; i.e. Volvo positions
on “safety”.

 Marketers must:

— Plan positions to give products the greatest
advantage

—Develop marketing mixes to create planned positions



7-82
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Steps to Choosing and Implementing
a Positioning Strategy

- Step 1. Identifying a set of possible
competitive advantages: Competitive
Differentiation.

« Step 2. Selecting the right competitive
advantage.

« Step 3. Effectively communicating adn
delivering the chosen position to the
market.



Developing Compelitive =
Differentiation

— s

Areas for Competitive
Differentiation

™ -




Important

Profitable

(

Affordable

/

Criteria
for
Determining
Which
Differences
to

Preemptive

/

Distinctive

7-85
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Communicable




Differentiation and Positioning

Selecting an Overall Positioning Strategy

Price
More The same Less
Value proposition More More More
] . More for for the for
is the full mix of more same less

benefits upon
which a brand is
positioned

The same
for
less

The same

Benefits

Less for
much
less

Less

7- 86
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PRINCIPLES OF MARKETING
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Philip Kotler and Gary Armstrong

Chapter 8

Product and Services
Strategy



What is a Product? _E02

* Anything that can be offered to a market
for attention, acquisition, use or
consumption.

 Satisfies a want or a need.

* Includes:
—Physical Products
—Services
—Persons
—Places
—Organizations
—ldeas
—Combinations of the above



What Is a Product?

Product and Service Classifications

Copyright © 2012 Pearson Education, Inc. 8-103
Publishing as Prentice Hall



Product Classifications

Consumer Products

Convenience Products

> Buy frequently & immediately
> Low priced
> Many purchase locations
> Includes:
 Staple goods
* Impulse goods
- Emergency goods

Shopping Products

> Buy less frequently
> Gather product information
> Fewer purchase locations
> Compare for:

- Suitability & Quality

* Price & Style

Specialty Products

> Special purchase efforts
> Unique characteristics
> Brand identification

> Few purchase locations

Unsought Products

> New innovations

> Products consumers don’t
want to think about

> Require much advertising &
personal selling

© Copyright 1999 Prentice Hall
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Levels of Product
Product

Installation

Packaging

Features

Core
Delivery Benefit After-

Sale

& Credit or _
Service

Quality Service
Level

v

Warranty

Actual Core
Product Product




Product Classifications
Industrial Products

Materlals
and
Paﬂs

Capital
Items

Supplies
and
Services




Individual Product Decisions

Product Attributes |
[ Bunam |

Packaging |

Product Support Services |



Product Attribufte
Decisions




Brands

I Quality & Value I
R N
y

Advantages
of
Brand Names
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Major Brand Decisions

Brand Name Selection .

Selection
Protection

Brand Sponsor I

Manufacturer’s Brand
Private Brand

Licensed Brand

Line Extensions
Brand Extensions
Multibrands




Branding Strategy: Building Strong
Brands

Brand Positioning

Brand strategy decisions
include:

e Product attributes
e Product benefits

e Product beliefs and values

8-113



Branding Strategy: Building Strong Brands

Brand Name Selection

Desirable qualities
1. Suggest benefits and qualities

2. Easy to pronounce, recognize, and
remember

Distinctive
Extendable
Translatable for the global economy

o U kW

Capable of registration and legal
protection

8-114



Brand Strategy

Product Category
Existing New

Existing Line Brand
Extension Extension

_ New
Multibrands Brands

)
£
®
Z
o
=
®©
S
o




Brand Strategy

 Line Extension

—EXxisting brand names extended to new forms,
sizes, and flavors of an existing product
category.

* Brand Extension

—EXxisting brand names extended to nhew
product categories.

e Multibrands

—New brand names introduced in the same
product category.

* New Brands
—New brand names in new product categories.




Packaging

Competitive
Advantages

Product
Packaging Safety

Labeling Promotes




Product - Support Services

Companies should design its support services to
profitably meet the needs of target customers.

How?
- Step 1. Survey customers to determine

satisfaction with current services and any desired
new services.

- Step 2. Assess costs of providing desired
services.

- Step 3. Develop a package of services to delight
customers and yield profits.



Product Line Decisions

Product Line Length
Number of Items in the Product Line

Stretching Filling

Lengthen beyond Lengthen within
current range current range

Downward
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Product Mix Decisions

Width - number
of different
product lines

Length - total
umber of items
within the lines

Depth - number
of versions of
each product

Product Mix -
all the product
lines offered




Product Line -1

Consistency

Product Mix Width

Product
Mix

Depth

PERSONAL CARE

Cream

Ponds
Dove

Fair
& Lovely

Toothpaste

Close up

Pepsodent

Product Line Length

>

Product Line - 2

FOOD & DRINKS

I:Es:r@ &P
e T Lo 5

Cornetto  Lipton

Magnum  Supreme

£

Product Line Length




Characteristics of Services

~intangibility |
inseparability |
~ Variability |
~Perishability &

Can’t be seen, tasted, felt, heard,
or smelled before purchase.

Can’t be separated from service
providers.

Quality depends on who provides
them and when, where and how.

Can’t be stored for later sale or use.




The Service-Quality Chain

arnal Service Quali

Health Service atis _|e and _
ofits and Growt oductive Service
Employees
atisfied and Loyal reater Service
Customers Value




Marketing Strategies for Service
Firms

» Managing Service Differentiation
— Develop offer, delivery and image with competitive
advantages.
- Managing Service Quality
— Empower employees
— Become “Customer obsessed”
—Develop high service quality standards
—Watch service performance closely

 Managing Service Productivity
—Train current or new employees
—Increase quantity by decreasing quality
— Utilize technology
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/t’sgood and
good for you

Chapter Eight

Product, Services, and Brands:
Building Customer Value

8-127



Product, Services, and
Branding Strategy

Topic Outline

e \What Is a Product?

e Product and Services
Decisions

e Services Marketing

e Branding Strategy: Building
Strong Brands

8-128



What Is a Product?

Products, Services, and Experiences

Product is anything that can be offered in a
market for attention, acquisition, use, or
consumption that might satisfy a need or
want

Service is a product that consists of
activities, benefits or satisfaction that is
essentially intangible and does not result

in the ownership of anything

8-129
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What Is a Product?

Products, Services, and Experiences

Experiences represent what buying the product or
service will do for the customer
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What Is a Product?

Levels of Product and Services

Augmented product

After-
sale
service

Delivery
and
credit

Actual product

Features
Core

customer
value

Packaging

Product
support

Warranty 4

8-131



What Is a Product?

Product and Service Classifications

e Consumer products are products and
services for personal consumption

e Classified by how consumers buy them

— Convenience products

— Shopping products

— Specialty products

— Unsought products
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What Is a Product?

Product and Service Classifications

Convenience products

consumer products and services that
the customer usually buys frequently,
immediately, and with a minimum
comparison and buying effort

— Newspapers

— Candy

— Fast food
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What Is a Product?

Product and Service Classifications

Shopping products

consumer products and services that
the customer compares carefully on
suitability, quality, price, and style

— Furniture

— Cars

— Appliances

8-134



What Is a Product?

Product and Service Classifications
Specialty products

consumer products and services with unique
characteristics or brand identification for which a

significant group of buyers is willing to make a
special purchase effort

e Medical services
e Designer clothes
. ® High-end electronics
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What Is a Product?

Product and Service Classifications

Unsought products

consumer products that the consumer does not
know about or knows about but does not
normally think of buying
e Life insurance
e Funeral services

e Blood donations

8-136



What Is a Product?

Product and Service Classifications

Industrial products

products purchased for further processing or for
use in conducting a business

e Classified by the purpose for which the product is
purchased

— Materials and parts

— Capital

" — Raw materials

8-137



What Is a Product?

Product and Service Classifications

Capital items are industrial products that aid
in the buyer’'s production or operations

Materials and parts include raw materials and
manufactured materials and parts usually
sold directly to industrial users

Supplies and services include operating
supplies, repair and maintenance items,
and business services

8-138
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What Is a Product?

Organizations, Persons, Places, and Ideas

Organization marketing consists of activities
undertaken to create, maintain, or change
attitudes and behavior of target consumers
toward an organization

8-139



What Is a Product?

Organizations, Persons, Places, and Ideas

Person marketing
consists of
activities
undertaken to
create, maintain,
or change
attitudes and
behavior of target
consumers toward
particular people
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What Is a Product

Organizations, Persons, Places, and
Ideas

Place marketing consists of activities undertaken
to create, maintain, or change attitudes and
behavior of target consumers toward
particular places

Social marketing is the use of commercial
marketing concepts and tools in programs
designed to influence individuals’ behavior to
improve their well-being and that of society

8-141



Product and Service Decisions

Individual Product and Service Decisions

- Product
ttrr(')b utc * Branding * Packaging * Labeling é support
attributes services
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Product and Service Decisions

Individual Product and Service Decisions

Product or service attributes
communicate and deliver the benefits
e Quality

e Features

e Style and design
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Product and Service Decisions

Individual Product and Service
Decisions

Product Quality Level is the level of quality that
supports the product’s positioning

Product Conformance Quality is the product’s
freedom from defects and consistency in
delivering a targeted level of performance
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Product and Service Decisions

Individual Product and Service
Decisions

Product features

e are a competitive tool for differentiating a
product from competitors’ products

e are assessed based on the value to the customer
versus the cost to the company
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Product and Service Decisions

Individual Product and Service
Decisions

We've remodeled the most
important parts of your kitchen.

Style describes the
appearance of the
product

Design contributes to a
product’s usefulness as
well as to its looks
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Product and Service Decisions

Individual Product and Service
Decisions

Brand is the name, term, sign, or design—or a
combination of these—that identifies the maker
or seller of a product or service
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Product and Service Decisions

Individual Product and Service
Decisions

Packaging involves designing and producing the
container or wrapper for a product

Labels identify the product or brand, describe
attributes, and provide promotion




Product and Service Decisions

Individual Product and Service
Decisions

Product support services augment actual products

FEATURED PRODUCTS
HP TOTAL CARE
VIEW THE ADS
EXCLUSIVES

SPECIAL OFFERS

VIEW ALL SERVICES: » FOR HOME » FOR BUSINESS
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Product and Service Decisions

Product Line Decisions

Product line is a group of products that are closely
related because they function in a similar
manner, are sold to the same customer groups,
are marketed through the same types of outlets,
or fall within given price ranges
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Product and Service Decisions

Product Line Decisions

Product line length is the number of items in the
product line

e Line stretching
e Line filling
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Product and Service Decisions

Product Mix Decisions

Product mix consists of all the products and items
that a particular seller offers for sale

»  Width
» Length

> Depth L
» Consistency
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Services Marketing

Types of Service Industries

e Government
e Private not-for-profit organizations

e Business services
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Services Marketing

Nature and Characteristics of a Service

Intangibility

Services cannot be seen,
tasted, felt, heard, or
smelled before purchase

Inseparability

Services cannot be
separated from their
providers

Variability

Quality of services depends
on who provides them and
when, where, and how

Perishability

Services cannot be stored
for later sale or use
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Services Marketing

Marketing Strategies for Service Firms

In addition to traditional
marketing strategies, service
firms often require
additional strategies

e Service-profit chain
e Internal marketing
e |Interactive marketing
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Services Marketing

Marketing Strategies for Service Firms

Service-profit chain links service firm profits
with employee and customer satisfaction

e Internal service quality

e Satisfied and productive service
employees

e @Greater service value

e Satisfied and loyal customers

e Healthy service profits and growth

8-156



Services Marketing

Marketing Strategies for Service Firms

Internal marketing means that the service firm must
orient and motivate its customer contact
employees and supporting service people to
work as a team to provide customer satisfaction

sInternal marketing must precede external marketing
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Services Marketing

Marketing Strategies for Service Firms

Interactive marketing means that service quality
depends heavily on the quality of the buyer-
seller interaction during the service
encounter

e Service differentiation
Service quality
. Service productivity
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Services Marketing

Marketing Strategies for Service Firms

Managing service differentiation
creates a competitive advantage
from the offer, delivery, and image
of the service

e Offer can include distinctive
features

Delivery can include more able and g B
reliable customer contact people,
environment, or process

Image can include symbols and
branding
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Services Marketing

Marketing Strategies for Service Firms

Managing service quality provides
a competitive advantage by
delivering consistently higher
qguality than its competitors

Service quality always varies
depending on interactions
between employees and
customers
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Services Marketing
Marketing Strategies for Service Firms

Managing service productivity refers to the cost side
of marketing strategies for service firms

e Employee recruiting, hiring, and training
strategies

__Service quantity and quality strategies
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Branding Strategy: Building Strong Brands

Brand equity
The differential effect that knowing the
brand name has on customer response to
the product or its marketing.

8-162



Brand positioning

Attributes
Benefits
Beliefs and values

Brand name selection

Selection
Protection

Brand sponsorship

Branding Strategy: Building Strong Brands

Manufacturer’s brand
Private brand
Licensing
Co-branding

Brand development

Line extensions
Brand extensions
Multibrands
New brands

8-163




Branding Strategy: Building Strong
Brands

Brand Sponsorship

Manufacturer’s brand
Private brand
Licensed brand
Co-brand
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Branding Strategy: Building Strong Brands

Brand Development Strategies

Product category

Existing New
2 Existing Line Brand
g extension extension
g
=
0 New | Multibrands New brands
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PRINCIPLES OF MARKETING
Eighth Edition
Philip Kotler and Gary Armstrong

Chapter 10

Pricing Products:
Pricing Considerations
and Approaches



Factors to Consider When Setting

Prices
Internal Factors
Positioning P"Clng Target
Objectives Decisions Market

External Factors |




Internal Factors Affecting Pricing  ==t3

Decisions
Marketing
Objectives

Organizationa
Considerations




Marketing Objectives that Affect
Pricing Decisions

Marketing

Objectives

Survival

Low Prices to Cover Variable Costs and Some
Fixed Costs to Stay in Business.

Current Profit Maximization

Choose the Price that Produces the Maximum
Current Profit, Cash Flow or ROI.

Market Share Leadership

Low as Possible Prices to Become
the Market Share Leader.

Product Quality Leadership

High Prices to Cover Higher
Performance Quality




Value-Based Pricing

Cost-Based Pricing Value-Based Pricing

Customer |
Value |

Value |
Customers |



Price - Quality Strategies

Price
Higher Lower
Higher Premium Good-Value
E‘ Strategy Strategy
.
C

Overcharging Economy
Lower Strategy Strategy




New Product Pricing Strategies

>Setting a High
Price for a New
Product to
Maximize
Revenues from the
Target Market.

>Results in Fewer,
More Profitable
Sales.

Market Penetration

> Setting a Low Price
for a New Product
in Order to Attract
a Large Number of
Buyers.

>Results in a Larger
Market Share.




Product
Mix
Pricing
Strategies

o 2LEUIE

Product Line Pricing

Setting Price Steps Between Product Line ltems

i.e. $299, $399

11174

Optional-Product Pricing

Pricing Optional or Accessory Products
Sold With The Main Product

i.e. Car Options

Captive-Product Pricing
Pricing Products That Must Be Used
With The Main Product

By-Product Pricing

Pricing Low-Value By-Products To Get Rid
of Them
i.e. Lumber Mills, Zoos

Product-Bundile Pricing
Pricing Bundles Of Products Sold Together
i.e. Season Tickets, Computer Makers




Price-Adjustment Strategies

Price Adjustment Strategies

Discount & Allowance
Reducing Prices to Reward

Customer Responses such as for Diff in C
Paying Early or Promoting or Differences in Customers,

the Product. Products, or Locations.

" N N " AN

"~ Cash Discount_| ~ customer |
“Guantty Discount | Product Form |
Functonsl Discourt| " Cocation |
SeasonalDiscount | T me |

Trade-In Allowance |

Segmented
Adjusting Prices to Allow




Price-Adjustment Strategies

o oo |
pomsowrrers |
Gropeonca g
s oipecre |

 Adjusting Prices for Psychological
Effect.
*Price Used as a Quality Indicator.

* Temporarily Reducing Prices to
Increase Short-Run Sales.
* i.e. Loss Leaders, Special-Events

» Adjusting Prices to Account for the
Geographic Location of Customers
* i.e. FOB-Origin, Uniform-Delivered,
Zone Pricing, Basing-Point, &
Freight-Absorption.

» Adjusting Prices for International
Markets.
* Price Depends on Costs, Consume




Initiating and Responding to Price
Changes

Initiating
Price Cuts

Price

Changes

Buyer
Reactions Initiating
Price
Increases




Price-Adjustment Strategies

Has Competitor Cut

Hold Current Price;
Price?

Continue to Monitor

Competitor’s Price.

Will Lower Price
Negatively Affect Our

Market Share & Profits?

Can/ Should Effective Quality I

Action be Taken?
| &increase Price |
N N\
“Fighting Brand” l
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PRINCIPLES OF MARKETING
Eighth Edition
Philip Kotler and Gary Armstong

Chapter 12

Distribution Channels
and
Logistics Management



What is a Distribution Channel?

A set of interdependent organizations
(intermediaries) involved in the process
of making a product or service available
for use or consumption by the consumer
or business user.

* Channel decisions are among the most
important decisions that management
faces and will directly affect every other
marketing decision.



Why are Marketing Intermediaries =3
Used?

» Greater efficiency in making goods
available to target markets.

» Offer the firm more than it can achieve
on it’s own through the intermediaries:
—Contacts
—Experience
—Specialization
—Scale of operation

* Match supply and demand.



Distribution Channel Functions

Physical
Disthion




Consumer Marketing Channels & Levels 53

Channel 1 Direct
M

Channel 2 Indirect
M

Channel 3
M

Channel 4




Channel Behavior & Conflict

* The channel will be most effective when:
—each member is assigned tasks it can do best.

—all members cooperate to attain overall channel
goals and satisfy the target market.

 When this doesn’t happen, conflict occurs:

—Horizontal Conflict occurs among firms at the
same level of the channel.

—Vertical Conflict occurs between different levels
of the same channel.

* For the channel to perform well, conflict
must be managed.



Types of Vertical Marketing Systems

Corporate
Common Ownership at Different
Levels of the Channel

Contractual

ContractMt Among
Ch rs

Administered
eadership is Assumed by One o
a Few Dominant Members




Vertical Marketing Systems

Vertical

Marketing

y == 4 -
Corporate Administered
VMS VM VMS

Manufacturer- Manufacturer-
Sponsored Sponsored
Retailer Wholesaler
Franchise System Franchise System

Service-Firm-
Sponsored
Franchise System



orizontal Marketin
System

Two or More
Companies at One
Channel Level Join
Together to Follow a
New Marketing
Opportunity.

Example:

Banks in Grocery
Stores

Innovations in Marketing Systems

System
A Single Firm Sets
Up Two or More
Marketing Channels
to Reach One or

More Customer
Segments.

Example:

Retailers, Catalogs,
and Sales Force




Channel Design Decisions

Analyzing Consumer Service Needs

Identifying Major Alternatives

Intensive Selective Exclusive
Distribution Distribution Distribution

Evaluating the Major Alternatives



Channel Management Decisions

Selecting

Motivating
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Evaluating




Nature and Importance of Marketing =2
Logisftics

 Involves getting the right product to the right
customers In the right place at the right time.

 Companies today place greater emphasis on
logistics because:

—effective logistics is becoming a key to winning and
keeping customers.

—logistics is a major cost element for most
companies.

—the explosion in product variety has created a need
for improved logistics management.

—information technology has created opportunities for
major gains in distribution efficiency.



Goals of the Logistics System

* Provide a Targeted Level of Customer Service at
the Least Cost.

 Maximize Profits, Not Sales.




Logistics Systems

Costs Order Processing
Minimize Costs of Submitted
Attaining Logistic Processed
Objectives Shipped

Warehousing
Storage
Distribution

Transp io
Water,
Rail,

ipeline & Air




Transportation Modes

Rail
Nation’s largest carrier, cost-effective
for shipping bulk products, piggyback

Truck

Flexible in routing & time schedules, efficien
for short-hauls of high value goods

Water

Low cost for shipping bulky, low-value
goods, slowest form

Pipeline
Ship petroleum, natural gas, and chemicals
from sources to markets

Air
High cost, ideal when speed is needed or to
ship high-value, low-bulk items




Choosing Transportation
Modes —




Integrated Logistics Management

Concept Recognizes that Providing Better Customer
Service and Trimming Distribution Costs Requires
Teamwork, Both Inside the Company and Among All
the Marketing Channel Organizations.

oss-Functional Teamwork insid
the Company

Building Channel Partnerships

Third-Party Logistics







