A. Marketing

Marketing Management CH.1

Role of management

i. Def: Individuals and groups obtain what they need and want by creating and exchangingvalue

ii. Customer-oriented: Not just concern price and quality, also the real needs and wants

iii. Target market: Group of customers with similar needs and wants that the firms decides to serve

I. Steps of marketing

H w N e

Consumption of goods and services

Receive value in return

I. Importance of marketing

Identify customer’s (target market) needs and wants

Customer satisfaction (meet expectations better than competitors)

i. Find out and satisfy customer’s needs: preference and requirements (=step1 and 3 in marketing)

ii. Strategiesto compete with competitors: be alert to competitors’ moves (to retain customers)

iii. Long-term relationship with shareholder: work closely (to retainthem)

iv. Monitor and respond to market changes

B. Marketing Process Stage 1: Planning (objectives and ways to achieve them)

Steps of Planning

1. Review performance (current competitors)

i.  Marketing performance e.g. sales revenue $S, market share

i.  Financial performance e.g. return on investment, cash flow, profit margin

SWOT Analysis for McDonald’s Restaurant

2. SWOT analysis (grab opportunities)

i. Internal: strengths (capabilities)

and weaknesses (limitations)

ii. External:

opportunities (increase competitiveness)

and threats (reduce performance)

STRENGTHS

o Consistentquality and hygiene standards
o Internationally known brand name.

® Restaurants in mostcountries

WEAKNESSES

o Limited menu range.

oNo variety of décororfood choices in different
countries.

oStf:ff turnover high, especially among parttime
staff.

OPPORTUNITIES

o Potential growth in developing countries such
as China.

® Develop brand name into new ranges or
products such as children’s clothing or hotels.

Opportunities
(external, positive)

Threats
(external, negative)

THREATS
eEnvironmental concerns regardingwaste, e.g.,

take away food containers.

eStrength of competitors such as BurgerKing.

eChanging consumertaste; e.g. declining
popularity of meat products.

Strengths
(internal, positive)

Strength-Opportunity strategies

Which of the company's strengths
can be used to maximize the
opportunities you identified?

Strength-Threats strategies

How can you use the company's
strengths to minimize the threats
you identified?

Weaknesses
(internal, negative)

Weakness-Opportunity strategies

What action(s) can you take to
minimize the company's weaknesses
using the opportunities you identified?

Weakness-Threats strategies

How can you minimize the
company's weaknesses to avoid the
threats you identified?




3.

4.

5.

Setting marketing Objectives

Examples of SMART Marketing Objectives

i Performance standards

SMART OBJECTIVES, a system developed and championed by Pet
Drucker in his 1954 work “The Practice of Management”

* Toincrease overall sales by 15% by 2017

* Toincrease market share of product X by 10% by end of 2017

Specific A precise outcome

Resmmeiie objective has been achieved

Relevant Directly linked to the goal

Expectations of when the objectives will be

Time Specifi
Sl achieved

AQUS.INFO  ANDYEKLUND.COM

Research & Target markets

isa
Achievable Realistic, given the resources B —

* Toincrease customer retention by 25% by 2017
* Toincrease the number of new products per year from 2 to 5 by 2017

A defined figure to demonstra * To increase market share from the 10% to 15% by 2017

i. Suitable market segment (sub-group with similar consuming behavior)

Strategies (maintain & enhance competitiveness)

5.i. Market Leader (highest market share)

Expand whole market:
Increase the number of customer:

(market penetration: greater marketing effort)

Find new users:

enter new market, like geographical expansion

Invent new usage of its products:

discover or promote new use, increase amount

/frequency of consumption

Introduce new items: (line stretching)

Increase market share
(within the existing market):

Steal customers from competitors

Offer better services, more discounts, more

products’ versions (line fillings), special gifts

Protect current market share:
Better package deals, better pricing,
offer discounts

Continuous innovation

Keep existing customers

Market Leaders

Leader

Market + ITC's Bingo (16%) posing a threat to Lays
C h a” en g er through its direct frontal attack

Market - Balaji and local players such as Yellow
=) 1o\ Gl Cfferings. aimed at the price-sensitive, less

* Parle M 's Smart Chips which h:
Market e Monaco's Smal ips which has

N IC h er them a baked variant of chips.

(W% D (\soEINE
TOYOTA
SIEMENS
ICBC
mETERSG () NOVARTIS DELTA
MARKET STRUCTURE
Mar ket . + Fritolay (45 percent cumulative share |

consisting of Lays, Kurkure, Uncle Chij
Cheetosngand Lea i

diamonds. Also included are unorganized
loyal audience.

identified itself a niche of the more health
conscious section of the audience by offering




®  attack competitors’ weaknesses

B create a strong brand name

B adopt a new look and image

B better service, more trendy and comfortable layout of shops

B more choices of products offered

B have movie stars as spokeperson

®  Enhance the quality of its existing products

B Use social media (facebook, 1G) to build
relationship with customers

B Use ‘cross-media’ effort including trades and a
series of FB ads

B Better control center to ensure consistence of
product/service quality

B Maintain close quality control

B Lower the prices of its products

5.ii. Market Challenger

Competitive Marketing Strategies — For Market

Followers

Cloner strategy imitates/copies the leader’s product,
brand name, and packaging, with slight variations.

How should market challengers attack market leaders

Market Follower

A company that follows the strategies of the
market leader. It never tries to challenge the
leader. It just wants to maintain its market share.

Can capitalize on leader mistakes

and instantly grab market

Always being compared
share
Not primary choice

with leader
Lower R&D costs MARKH of market

FOL LOW%F&%‘QZ’%W to

secure new business
Not perceived

as innovator

Perceived as a more
flexible enterprise

. Seen as more
nimble than leader

Can use price
skimming strategies

5.ili. Market Follower

uUuB

FACTORY -

5.iv. Market Nicher

specialize in small market segments

serve ONE or a FEW SMALL market segments
segment is too small to attract large competitors
risky if customers’ preferences changes

If profitable: attract the entry of large firm

Market Nicher Strategies

= Afim can be a leader in a small or niche market instead of being a follower in a large market.

Nichers can play the following specialist roles:

Example:

Ray-Ban is a brand of sunglasses and eyeglasses that
focuses on a single product line.

Old Monk manufactures only Old Monk rum
IKEA is involved only in the furniture business. 1 B

Crossword stores deal only in books.

Smirmnoff only sells vodka.

0 MARKET'NG 9' Marketing Strategies

® satisfied with existing market shares
® insufficient resources for aggressive expansion
® imitate/ copy leaders’ products

® save development & promotional cost reduced

Niche Market

® Very short growth period but lasting maturity stage

* Dominate a small section of the market with very little
competition
* Cater to very specific consumers

® customize 4Ps: can better serve customers’

needs



6. Market Plan

(market information+ ways to implement strategies & reach objectives)

10 Step Marketing Plan
*— —o
WRITE YOUR FINALIZE

MISSION STATEMENT <@ > MARKETING STRATEGIES
o Lo
ar ESTABLISH STRATEGIES

DERGRRE < @ FOR DETERMINING
YOUR COMPETITION PRICING, POSITIONING

- i< AND BRANDING
— —

DESCRIBE 1 o
YOUR PRODUCT [

\ PLAN
;/> ABUDGET

o
*—

IDENTIFY
TARGET MARKET <@ QUANTIFIABLE GOALS
o—J
e
CONDUCT <@ r > MONITOR
MARKET RESEARCH L RESULTS
o

i. Consideration: expenditures & allocation of budget among 4P tools
ii. Marketing mix (set of tools to delivery satisfaction to target market)

- Product: combination of goods & services offered

Price: amount of money customers is willing to pay for products

Place: activities to ensure availability of products

Promotion: activities to communicate merits of product & purchase

C. Market Process Stage 2: Managing

1. Organizing
Organizational Structure=divide groups & coordinate activities
i. Functional (for small firm)
ii. Geographical
iii. Product (used by firms with different sorts of product lines)
iv. Market management

(used by large international firms with sorts of Customers = can build closer relationship)

S nEhnseaDVisiohtl Copgrphicaliai B Divisional: Product-Based

N. America EMEA Asia-Pacific Electronics Home Goods Yummy Snacks
Division Division Division ng Sales Services Division Division Division
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2. Implementing
Factors affecting implementation

i. Correctness & feasibility of plan
ii. Availability of resources
iii. Leadership skills of managers

(= direction & motivation)

3. Controlling
Steps of controlling

Estabitah Investigate Ev:’l::late
i L Performance
i. Performance standard Objectives ororman: Results Epasit
ii. Measure actual performance
.. What is the What is What
i, Analyze deviation between company What Shoold happening corrections be

happen?

goal? and why? made?

standards & results

iv. Corrections

Marketing Plan Performance

Functional Structure
Market

|| ) .

1. Review current performance

Analysis T
Product / divisional Structure

E
Sales [
{ ) Anaveis =
m s

2. Conduct SWOT analysis

EXTERNRAL

1.Functional

3. Set marketing objectives 2. Geographical

2. Organizing 3. Product
1. Planning
4. Research & set Target Market 4. Market Management
Marketing
Market leader
5. Develop marketing strategies
) 1. Soundness
4. Controlling
Market g
halisneir 3. Implementing

N 2. Resources
Market follower measures
3. Leadershi
Qﬁ"} ;-L(,?: |5ee Standard.sl skills of marketli)ng
7 MARKETING manager
Market niches MT # H / \

e ':ke ijxw Controling, | —yrs
PRIiCE F (t} ction l e i '

é = ereMoTion '




S Marketing Management CH. 2
o Sm S proact
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fhveefsr anCh A. Marketing research

Chamnels

e o INVOSE
analysis

o O Product
A Marketing 1 Strategy
I. Steps of marketing research o \ e
. - . . 0= Marke T\ %
1. Define objectives (what information needed) Trend—\L&€@Arch ),
2. Design data collection method (How to collect data) s
3. Implement data collection (Conduct)
4. Analyze data
5. Communicate findings (results + recommendation)
Define the
_ problem and
' ol N ‘Need and Importance of Marketing Research ‘

objectives |

== . Systematic and objective process of obtaining information for marketing Decisions

—‘ 1. Marketing Research (MR) provides valuable data. ‘

—{ 2. It studies consumer behavior.

Market Research
Process

—{ 3.1t helps to select suitable sales promotional techniques. ‘

\-{j & —‘ 4. It supplies market-related information.

—4 5.1t helps a company to evaluate its marketing performance.‘

Collect the

information ‘ —‘ 6.1t also has miscellaneous importance.

Il. Objectives of marketing research

1. Proper marketi ng pIa nni ng: Figure 1.5 The Role of Marketing Research in Marketing Decision Making

to find out customer characteristics, Customer Groups
* Consumers

* Employees

Uncontrollable

Environmental
Factors

* Economy

* Technology

* Competition

* Laws and
Regulation

* Social and
Cultural Factors

* Political Factors

prospect of existing markets, potential of

new markets « Suppliers

2. Fine-tune existing strategies:

Marketing
Research

to adjust its 4ps to better understand
consumers’ responses to 4Ps

3. Proper marketing controlling: s
r 1

Decision
Making

to better understand customer satisfaction,

products’ performance, reputation

arketing Managers

lll. Importance of marketing research

Analyze opportunities & threats: operating environment...corresponding actions

1
2. Analyze market segments: characteristics...select target market
3. Formulate marketing strategies: satisfy consumer needs

4

Evaluate marketing performance: how well is your company doing

* Channel Members

* Market Segmentation ~ « Marketing Programs
* Target Market Selection « Performance and

Providing
Information




B. Data collection methods

Collection Primary Secondary

Purpose Specifically for current problem Exist (previous researches)
Process More effort Disadv. Rapid & easy Adv.
Cost Higher Disadv. Lower Adv.
Time Longer Disadv. Shorter Adv.
Data Relevance Higher Adv. Lower Disadv.

Data sources

Data-collection methods

People/informants
e Investigative journalists
Drug users and young people

Professionals:
Drug workers
Youth workers
Health workers
Criminal justice workers
Qualitative researchers

Media sources

e Newspapers

e Youth, music and gay/lesbian press
e Internet

Research sources
e Rapid-assessment studies
e Market-research studies

.
e Cultural companions (club staff, DJs, fashion workers, etc.)
L]

* 0 & 0 0 0

Cultural mapping
Panel study
Interviews
Questionnaire
Focus groups
Media monitoring

Internet and database searches

Media monitoring
Cultural mapping

Research networks
Media monitoring

MARKET RESEARCH METHODS

Research Research
Approach Source
Society
i Groups
ey Individuals
| l— Pl
Web
Secondary Database
Archive
o )
J

Researd
Methog

Survey
Focus Group
Depth Interview
Projective Tech.
Observation

r

Literature
review

-

C. Research methods for primary data

Advantage

Disadvantage

Survey

feelings)

- statistical analysis (quantified data)
- large no. of respondents

- examine unobservable factors (e.g.

- high cost (many respondents)

- time-consuming

- may not be true views (pre-set answers)

- hard to design reliable & accurate questionnaire

Experimental

Scientific &reliable evidence

Hard to design suitable experiment

Observational

- actual behavior

- specifically designed environment

- no statistic

- can’t generalize findings
- can’t observe feelings & preferences

- bias of researchers

Qualitative

-clarify answers

- deep understanding of issue

- small no. of respondents

- hard to conduct statistical analysis
- hard to generalize findings
- highly skilled researchers needed

Television

Information

Sources of

Friends and Family
1




Identify and
evaluating
market

Analysing
market
segments and

selecting target

markets

opportunities
and threats

% ONLINE ¥ X
SURVEY

To control
marketing activities
properly

Formulating ;
i Evaluating
<ol I rt marketing
trategies t m ance .
) :o:igs:; ° e performance MO,IOI‘ Talde ’
consumer needs ob jectives marketing plnnnlmg

Observational
research

Experimental method To Fine tone [ Sati fﬁr,crtigerucv’ey'
r;::::cdh existing

J A ;Exceilenr
X | OGood T
marketing [ Olacceptabic R\
L___DOjFair v 3

a systematic and
objective process
of obtaining
information which
can help in
making marketing
decisions

Character 2:
Marketing Research

Data collection
method

Survey
research

Qualitative
research
method

Definition

secondary data

Factors to be

Sampling

considered

1. Defining the research objective
2. Designing the data collection

h ol o
Strongly Agree, Agree, Disagree, or Strongly Disagree
sytane s 2 sl surveyed?

method

1

My college classesare.... | Strongly | Agree | Disagree | Strongly
Agree | Disagree

3. Implementing the actual data
collection

Sampling
techniques

How should

4. Analysing data
5. Communicating the findings

respondents
be chosen?

more demanding than
my high school classes.

people should
be surveyed?

Stratified

more interesting than Convenience

Random
sampling

random :
my high school classes. g o A a i sampling
| sampling
moreinteractive than
my high school classes. o o o o
larger than my high - o o -

school classes.

systematically collect information through questionnaires (attitudes& awareness)
e (uestionnaire: set of specially designed questions
TEST e survey contact methods
CONTROL EXPERIMENTAL . .
(choices: nature/ urgency/ accuracy/ costs & benefits)
personal interviews (face-to-face)/ telephone interviews/
electronic means (internet/ email) / mall

Non-participant Observation Participant Observation
Watching people in their natural environment

e (uantitative explain cause-and-effect relationship between variables

setting

e understanding of issue from relatively small no. of people

e [n-depth interview: personal interview with an interview who knows issue well
(asking for open-ended-questions so that to obtain free expression of views)

e [Focus-group discussion: carefully selected respondents discussing particular topic

(paid & lengthy) led by professional researcher (moderator/ facilitator) for asking questions
+ encouragement



D. Sampling
Target Population: is the population which a researcher is interested in studying
Sample: subset of target population (representatives)

Sampling frame: is a list that identifies all elements of the target population
Sample Elements: respondents included in the sample for studying

1. Factor to consider in sampling
i. target population:  Who is to be surveyed
. size of sample: How many people should be surveyed?
(reliability vs cost)
i sampling techniques: How should respondents be chosen?

2. Sampling Techniques ﬁ @
I. Random sampling: each element has known & equal probability of ﬁ‘:? i®
being selected from sampling frames (list identifying all elements of %%ﬁgﬁ

Target
Population

target population)

Simple Random Sampling

. Stratified Random sampling: population divided into several mutually exclusive groups
(strata) which randomly selected from each group (diversity of population)

NieterClients i h
Sample

elemen's Caucasians Afﬁcanq,nﬂiNaric-Nm‘ican
| : : lm lm lm

Randemisubsamiples iy

iii. Convince sampling:
most conveniently available sample elements ~ Convenience Sample

(no sampling frame and may not represent select any members of the population
target population) who are conveniently and readily
ava“able nnnnnnnnnn ~ &

ity Dt
MU e

Ravoorchar



Data Collection Methods: Secondary Data

Secondary data (second-hand data) are data that already exist and were collected for purposes

other than the research problem at hand.

Secondary Research Sources

* Books

* Periodicals / Magazines
* Indexes

* Databases

¢ Internet

* Market Consultants

* Marketing Professionals

v Professional Research Services--Nielsen
Company
' tions--print and online

10

BHE

c N5 S ——
Field research Desk research

= —
B = E?il EII

@
- 4

“ Questionnaires and surveys
E Observations
B Consumer trials

n Hall tests
E Focus groups

y

FAV)



Marketing Management CH. 3
Consumer Behaviour

» Consumer behaviour

Behavior of individual or business buyers in searching for buying, using and evaluating
products.

Business Market Consumer Market
No. of buyers Fewer More
Size of purchase Larger (huge amount) Smaller
location of buyers More concentrated Less concentrated
Nature of demand Mostly derived Not derived
Affected by other products’ DD Personal needs
Price sensitive of buyers Lower Higher
No. of participants decision More Consumer alone
Complexity of purchase decision | Higher (lengthy decision) Lower
(professional/experienced buyers) | (buy well-packaged
products on impulse)

A. Consumer market: individual consumers: own uses (final consumers)
Process of consumer market when purchasing

1.

a b~ wbp

Need recognition: unmet needs (satisfied by purchase)

Information search: personal/ commercial/ public (experience/ price/importance/ urgency)
Evaluation of attributes: (styles, brand name, prices, functions, designs)

Purchase decision: situational factors (changes)/ interpersonal influences (opinions)
Past-purchase behaviour: loyal (repurchase, recommend) vs switch (criticise/ complain/legal)

Business market: business buyers: operating organisation (/ organisational consumers))
I. Types of business market
Producers market: support production
Reseller market: resell for profit

-Wholesalers #t2%: purchase from producers then resell to retailers
- Retailers Z: purchase form wholesalers then resell to consumers

3. Government market: department’s operations (tenders: formal offer to supply at stated price)
4. Institutional market: operations of non-profit making public/ private institutions

ii. Process of business market

1. Problem recognition

2. General need description & products specification
Supplier search & proposals
Supplier section & order-routine specification
Performance review (continue/ discontinue/ modify)

o b~ w

11




<
Searching For 4
Evaluating

K

N

Buying

Using

M

"‘How do consumers decide to spend theur..]

Consumer
Behaviour

e

[ Consumer decision making process ]

V

ﬁ

1. Internal stimuli
2. External stimuli

1. Consumer’s experience with the product
2. Price of the product

3. Perceived importance of the product

4. Urgency of the purchase

1
“

1. Personal: friends, colleagues, family
members, relatives

2. Commercial: salespersons,
advertisements, product packing or display

3. Public: consumer council

3 Evaluation of altematlves

1

1. Situational factors
2. Interpersonal influences

Gy

g— 1. Problem recognition

1. Producers market

2. Reseller market: wholesalers, retailers
3. Government market

4. Institutional market

Products;
1. Characteristics and quantity needed
2. Technical specification

——

%_t—f Sources of information t

3. Supplier search & proposals

4-

& | 4. Purchases Decision

[4. Supplier section & order-routine speciﬁcatiorﬂ

5. Post-purchase
Satisfied

1. Become loyal customer
2. Recommend
3. Purchase other products of the same brands

5. Performance review

I-

Dissatisfied

1. Switch to other brands

2. Criticize the co in social media
3. Lodge complaints

4. Take legal actions

(AR =8

12



Factors affecting consumer decision

1.
I.
il.

Socio-cultural (interpersonal influences)

Social class: upper-middle, middle, lower-middle, working class
Reference group: direct (e.g. friends & families), indirect (e.g. spokesperson ({5 A)

Culture: race, religion, location, age

Psychological (mental characteristics)
Personality & Self-concept
Perception: stimuli (5 senses)
Learning: knowledge & experience
Belief & Attitude: evaluations & feelings
Motivation: Maslow’s Hierarchy of Needs Theory

1. Problem recognition

2. Product specification

3. Supplier search

4. Order-routine specification
5. Performance review

1. Need recognition

2. Information search

3. Evaluation of alternatives
4. Purchase decision

5. Post-purchase behavior

Individual Business
consumers buyers

v\ Decision making process
'J\\&

Personality and self concept: Motivation:
Self-image Maslow’s - g

Perception: Psychological
Stimulus factors
5 senses
Socio-cultural
Learning: Belief and attitude factors
Experience Own thinking and
Knowledge feelings

Reference group: Social class:
’ Direct Upper
= Indirect Middle

Lower

1. Number of buyers

2. Size of purchase

3. Location of buyers

4. Nature of demand

5. Price sensitivity of buyers

6. Number of participants in the purchase decision
7. Complexity of the purchase decision

Differences between

business and

consumer markets Producer market

Reseller market

Institutional market

Government market

A
Culture: -

Race C v ’
Religion CVITES)
Geographical RR

Age ‘ IWOMER))




Marketing Management Chapter 4—Segmentation, Targeting and Positioning

* Market segmentation: dividing market into distinct groups

STP

which will require separate marketing mixes

* Target marketing: choosing which group(s) to appeal to
* Market positioning: creating a clear, distinctive position in

the consumer’s mind relative to competition

mentation —

A Se

Target marke
3. Develop me:

) segment af
4. Select ta
segments

Segmentation

JILL LIS lL)
JIAL LI IIa I lL]
7 b bR
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=He =He
=He =5e
=He =He
=He =He
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e |

rouping consumers by distinct needs. characteristics and consumption patterns

(@ Geographic: world region [Asia] / country [China] / region
or city within country [HK]

(b) Demographic:

age/gender/income/occupation/region/nationality/family size

(c) Psychographic:

Social Class/lifestyle [e.g organic food.

Health conscious]/personality: outgoing

MARKET SEGMENTATION CONT....

» GEOGRAPHIC
SEGMENTATION.

* INTERNATIONALLY: Coke
segments its products country
wise and region wise.

* The most important things is the
taste and quality.

= It varies according to the taste
and income level of the people in
that country. L.e.: third world
countries are given low quality
and taste.

Main Bases of Segmentation

Geographic Demographic Behavioural Psychographic

E.g. “Customers

E.g. “Customers E.g. “AlLevel & . E.g. “Customers
within 10 miles of University wa?(:ing:n\glue who prefer to buy
the M25° Students' impulse buy” organic food
Customer
location Age Rate ofisage Personality
Regi Gender Benefits sought 5
egion ¢ Lovaits stat Lifestyles
Urban / Rural O'c Cupation " oyal ty Sigus Attitudes
ACORN Socuo-f:uonomlc Re.zdrlcr'\_lt-;ssse to Class
classification group p
tutor2u

(d) Behavioural:
medium, heavy], occasion: special festivals,
benefit sought [e.g. toothpaste: different
protections]

customer loyalty [commitment to repurchase
continuously]

usual rate [users: light,

i ¥ =4 .»7 —
‘ Geographic Demographic Psychographic

* Worldwide
» Density - Urban

 Social Class -

* Income -
Wealthy Upper middles
£182,100 + and Upper

* Occupation - uppers
Top Executives * Personality -
and professional Ambitious

Racers

14

® Occasions -
Special
occasions and
Holidays

* Loyalty status
Strong or
absolute

* Low or No price
sensitivity




B. Target Marketing-evaluating attractiveness of each segment and enter one or a few of them

I._Evaluation of Segments
(@ Operating characteristics: competitors, substitutes, suppliers and buyers [bargaining power]

(b) size and growth rates: current sales, expected profitability
(c) objectives and resources: financial strengths, required capital investment [e.g. payback period]
1l. _Selection strategies

(a) undifferentiated marketing — ignore segment differences and target whole market with one product

[mass marketing: Global, ubiquitous brands ] * efficient: focus resources  * can’t satisfy employee

‘Ch # 7-Segmentation, Targeting & Positioning|

Segmentation strategies Undifferentiated Marketing
(Mass Marketing)

* Undifferentiated: Ignore
segments » Appeals to a broad spectrum of people

« Efficient due to economies of scale
« Effective when most consumers have similar needs

* Concentrated or focused:
Concentrate on a single
segment (Small firms)

* Differentiated: Different
marketing mix for each
segment (Large firms)

Walmart

Save money. Live better.

(b) differentiated marketing — select several segments and tailor products for each segment

* better serve customers * sales revenue increases * operating costs increase: separated efforts

Differentiated (Segmented)

Marketing Differentiated(segmented) Marketing
= Targets several Segments - " & LN -4 { Five major Segments:
and designs separate offers : ! X -
for eachg " iiaﬂ - ﬂué‘.‘ * 1. Jeanswear [,@@ &umem, WOERs Aura
: - ;V‘ o L : .
— firms that produce _ b 3 3, Imagewear{workwear) I A, o
numerous products w/ dif u ) i /\
marketing mixes designed 3 Lj i L . — T
to satisfy smaller segments é : ! « w 3. Outdoor Vans [ = uey |
— Coca-Cola (Coke, Sprite, Diet Coke, 4. Sportwear J KiplvQyme
etc‘) NAUTICA
— Procter & Gamble (Tide, Cheer,
Gain, Dreft, etc.) 5. Contempolary Brands ~~ /" dlamoss Speecdit f
— Toyota (Camry, Corolla, Prius, Scion, \‘j
etc.) We Fit Your Life.”

Each Colgate Total® Formula Fights Plaque Germs for 12 hours and Helps Prevent

v Plague v Gingivitis v Tartar Build-up +" Cavities + Bad Breath

Advanced Whitening Advanced Clean Advanced Fresh
Removes 80% of surface staing™™ Helps maintain a dentist-clean feeling Helps reduce over 80% more

bad breath germs*
Colgate S

T ——

Gum Defense Enamel Strength
Reduces plaque germs that Strengthens tooth enamel
cause gum problems



(c) concentrated marketin
* better understand consumer requirements

— focus resources on one or a few small seaments [niche marketin
*more efficient; focus resources

* if poor market conditions or change of consumers’ preferences: sales and profits drop, more risky

* rapid growth or earn profits: attract large firms —increase competitions

- — - - - s -
Concentrated Marketing ! Example of Concentrated (Niche)
ey , ,g Whole Foods Market & the Organic Niche
| mConcentrated h
! Marketing g i
= When an
organization H
concentrates its !
f marketing
z efforts on a 4
i smaller segment i
i of a larger i
I market h
' i tutor2u’
® ®
Strategies for Selecting Target Markets
Concentrated Targeting LO’
A strategy used to select one
segment of a market for targeting -—
marketlng efforts. ;ﬂ: Advantggfxiéntration of resources
— reeger;se:?rrowly defined
Companies select a marketing niche ‘ Small finis calCompste
to target and they focus on the needs, \rong postiioning
motives, & satisfactions of that group ST ]
= V;,e’game_e:t's too small, or
Examples: Cog::'(;?;;a;ed Eg?;(eg::ngmpetitors may
Starbucks — Gourmet coffee RS
Rolex — High priced watch
OshKosh B’Gosh - Kids clothes
. €

ndifferentiat Differentiated | |Concentrated Micro-marketing
(mass) (segmented) (niche) (individual)
marketing marketing marketing Marketing

Targeting broadly Targeting narrowly
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TARGETING APPROACHES
HOW MANY SEGMENTS?

Concentrated marketing Differentiated marketing
-The company selects two or
more segments in the same
market with different offers of

- The organization concentrate on
a single segment in order to serve
it comprehensively / niche

marketing value
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C. Positioning — creating image for products and projecting it to consumers’ minds

* differentiation
#Steps:
1) Identify Competitive Advantages [differentiation
*product[physical] *service[quality] *people[Training]

*help formulate strategies

Services Differentiation

Segmentation Types

* easier for consumers to remember product

*channel[delivery] *image[promotion]

People Differentiation

* When the physical product cannot easily be differentiated,

1. Product Differentiation: ; : : : :
services and improving their quality.

Adopting and launching different versions of the
offering so they may attract various segments of the
mass market. (Pantene, Mobile packages)

Research focused on product devek t

Sa

2

Market Segmentation

1. Identification of customers’
needs and market segments
2. Develop profiles of
resulting market segments

v

Identification of Target Markets

3. Evaluation of attractivity of
each segment

4. Selection of target
segments

2) Select Right advantages
*distinctive[unique: others don’t have]

* superior[hard to get same benefits

the key to competitive success may lie in adding valued

Bases of Service Differentiation

A N
&
. Ease f A

*important[valuable to customers]
*preemptive [hard to copy] *affordable

* Companies can hire and train better people
than their competitors do. People
differentiation requires company select its
customer-contact people carefully and train
them well.

* Singapore Airlines has an excellent
reputation, largely because of the grace of its

flight attendants. I

]

Positioning

5. Identification of differential
advantages in each segment
6. Development and
selection of positioning

concepts

Marketing Planning

7. Development of a
marketing mix for each
segment according to the
chosen position

*communicable[let ¢ know]
*profitable

3) Design Positioning Statement & Communicate to Consumers

* target consumers *brand/product * unique benefits

17



Marking Management Chapter 5&6 — Marketing Strategies

A. Product [combination of goods & services offered]

. Individual product L evel (items)
(a) Product Attributes [benefits to deliver]: superior quality, unique features, style, design: well/trendy
(b) Branding: name, symbol, image: Prestige, well-known
(c) Packaging: design, product container/wrapper — protect/contain + recognize brand name
(d) Labelling: material attached — describe products’ features/functions, promotion, legal requirements
(e) Product support services: software installation, repair, refund, training

Line Stretching

- ll. Product line strategies Attributes
Line Filling N / :
S y | Packaging
Widths " Product | I. strategies | Support services
Length lil. Product Mix Level > | Branding
Depth Labelling

Il. Product Line Level (groups of items)
l, same line: similar production requirements & satisfy similar needs of same target market
(a) Line stretching [new consumers]:add new items: downward (lower-end) & upward (higher-end)
cover more market segment!

(b) Line filling [existing consumers]: expand current product line: more choices & keep competitors away

I1l. Product Mix Level:
widths (total product lines),  length (total product items),  depth (variations of items)

18



B. Price [setting amount to pay for product] (profitable vs reasonable)
. Internal Factors
(a) Marketing Objectives
(set low price to retain customers and maintain cash flow— promote customers’ trials)
Survival: lack resources — low price — keep customers & cash flow
Market share leadership: long-run profits — low price to maximize market share
(Set high price to maximize current profits in the short run, e.g high tech, highly differentiated product
or to cover research and development cost)
Product quality leadership: project HQ image — high price
Current profit maximization: high price
(b) Costs: covered all costs (breakeven pricing TR = TC) — then generate profits
Cost-plus pricing: add a mark-up to the costs
(c) Marketing mix strateqy : focus on NON-price Factors: 4ps

| Perfectly competitive market |

Monopolistically competitive market |-\
(Mesopotonly Ti—t/{ a. nature of the market |
ure /= \

\/ Oligopoly |

m} » A\{H kil I‘iit“:‘ll“'?l P
—— [ b. consumer demand } \ ~ /
price sensitivity [ 4 /

Priciné strategies

. 4ps
YAl b. marketing mix strategy g
== I/ _— Sl non-pricing factors
p :

J— . //

Be competitive -

2 N
. L. Internal factors :1 : Breakeven: just cover costs
D Nl c. Cost strategies Ji§
T - e Wl cost plus: add mark-up

Il.  External factors
(a) Market nature

Perfectly competitive: many sellers & buyers — undifferentiated — all follow each other’s pricing
Monopolistically competitive: many seller & buyers — highly differentiated — freedom
Pure monopoly: only 1 seller — lack competition — freedom [v/'substitutes & government
monitoring]
Oligopoly: a few sellers — aware of each other

(b) Consumer demand:

willingness to pay for benefits: highly differentiated products—  less price sensitivity

(c) Competitors strateqies: interdependence

Market penetration

I11.  Price range (competition): Price ceiling
[max. demand] <> Price floor [min. costs] — " \_ Market skimming
IV. New products
(a) Market skimming pricing: high initial price (max profit first) — v attract those who are willing to pay
willingness (consumers) — gradually reduce the price|
(b) Market penetration pricing: low initial price — v attract a larger no. size — (consumers)
— build large market share

New product pricing strategieé 2
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C. Place [activities to ensure availability of products] (distribution, intermediaries)
L Marketing channel — set of interdependent organisations for making product available to use or consume

I.  Eunctions performed by channel members

(a) transport the product (b) stock holding and storage (c) provide market information
(d) promote the product (e) display products for sale

DIRECT & INDIRECT DISTRIBUTION
Il.  Common channel members

(a) Retailer: outlets — purchase
from wholesalers e
(b) Wholesalers: stock — purchase
from manufacturers — resell to ridivedt

retailers ,m— s

(c) Distributors/dealers: limited Indirect

range of stock [risk: poor sales] | marutacuer Sl whotesster Sl tater Sl Consumr

—similar with wholesalers

(d) Agents: don’t purchase products —

Example

TigerDirect.com, Avon

Ford, Coca-Cola

Cadbury, Frito-Lay

sell on behalf of manufacturer — commission

I11. Steps to design a marketing /distribution channel:

1.  Consumer need analysis: (find out what customers want)
* transaction/ delivery time (the faster the better)
* product variety (the more the better)
* |ocations (conveniently located outlets: shopping mall) |

* purchase mode (by phone, in person via the internet)
* add-on services (credit, delivery, installation, repairs)

Distribution
Strategy

2. Channel objectives: desired service levels provided by the firm
* nature of the company: financial resources available — own salesforces, retail outlets
* product characteristics: fresh fruit, dairy product (direct channel), appliances (indirect channel)
* competitor’s strategies: do the same as your competitors

3. Types of intermediaries
(a) Direct distribution: own sales force

Lunique expertise, lack of channel members to handle your products, consumers are

geographically concentrated, don’t want to use those intermediaries who also handles
‘competitors’ products’

(b) Indirect distribution: needs others to help
Lhigh costs, lack expertise and resources, consumers are geographically dispersed [cost-effective| ]
4. No. of channel levels: no need approach one by one — efficient — can’t too many
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wév\Nv Determining the number of channel members at each level

Intensive distribution: FMCG
E/\/V\Nv [consumers need to restock frequently]

Exclusive distribution:
O~~~ [focus on a relatively small number of well-defined target consumers, can have
better control over channel members and enhance product image]

Determining the number of channe...

Zeroto 1to 2to 3 level

** company efficiency, control of delivery Determining Selective distribution
process, ensure product quality ** = [more than one and less than all: select only large, reputable retailers: build
Determining the the number of better working relationships with each of them]
number of channel
channel levels members at ** number of intermediaries & consumers, control, product availability, ima...
each level

Analysing consumer needs
Determining
the types of .
intermediaries Analysing consumer needs

Time required (24 hours delivery)
Product variety
Setting channel objectives Locations of outlets (convenience)
Purchasing mode (in person, by phone, email, via
interet, online)

Determlmng the types of intermediaries Other add-on services ( use of credit card, delivery,

Direct distribution (own sales force/retail shops/outlet)

Indirect distribution (via other channel members: retailers,

wholesalers, distributors, agents))

**expertise, cost, geographical dispersed/concentrated,
competitors’ products...**

Setting channel objectives

Nature of the company (financial strengths and
resources available)

Product characteristics (perishable products)
Competitors'strategies

Distribution Strategy

Intensive Distribution

* A product is made available in as many

outlets as possible

+ Used for frequently purchased items

installation, repairs, training)

Selective Distribution

* Only a small number of all available

outlets are used to expose products

* Used most often when consumers buy

only after shopping and comparing price,

quality and style
Exclusive Distribution Physical Distribution
@
» The awarding by a manufacturerto an + All the activities necessary to move |
intermediary of the sole right to sell a products from producers to customers— kadd
productin a defined geographic territory inventory control, transportation,
« Includes high-quality merchandise warehousing and materials handling
+» Both goods and services require physical

distribution i

Warehousing
* The design and operation of facilities to receive, store and ship products

* The physical handling and movement of products in warehousing and
transportation




Intensive
Distribution

Selective
Distribution

Exclusive Distribution

Objective

Achieve mass market selling

Work with selected
intermediaries.

Work with single
intermediary.

Intermediaries

As many as possible
As Many outlets as possible

Some/ Several
Using more than one
but less than all
possible distributors

Limited number
Maybe one
Award the sole right to sell
a product in a defined
geographic territory

Control low medium high
No. of consumers large medium small
Types of products Convenience goods / fast Shopping and specialty Specialty goods and
moving consumer goods goods industrial equipment or
(FMCG) e.g iPads, TV, DVD high quality merchandise
e.g. Coke, Duracell batteries, players, shoes e.g luxury cars / branded
shampoos, conditioners, clothing
sweets, toothpaste e.t. BMWs, Fendi
handbags
Strategic Wide availability Working relationships Image [high-end]

consideration

ESTRLRRKT
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D. Promotion [activities to communicate merits of products & persuade for purchase]
1  Target audience
2. Communication objectives [desired responses]: awareness, purchase(interest/desire/actual)
3. Communication massage

@ [attention/feelings]: needs — practical/ functional/ social/ psychological

(b) [expression]: conclusion [definite vs own], perspectives [strengths vs weaknesses]
(© [media]

(d) [presentation unit]

Budget

5 Promotion mix tools [consider: business/ consumer markets]
(a) Advertising: non-personal [mass media e.g. consumer (TV/radio), newspaper, magazine]
(b) Sales Promotion: short-term incentives to encourage purchase/ trial [e.g. coupons, gifts, samples]
(c) Public relations: image/ unfavourable events [e.g. donations, sponsorship, press conference]
(d) Personal selling: salespeople’s personal presentation to clients [e.g. insurance]
(e) Direct marketing: direct connections [phone/ mail/ email/ Internet] (customer database)

Advantages Disadvantages

Advertising |+ Many geographically dispersed - One-way communication

consumer - Expensive

Repeat
Sales - Attention - Short-term effects
promotion - Strong purchase intention L X long-term preference/ customer relationships
Public - Long-term image - Unguaranteed immediate/ direct positive effects
relations on short-term revenues
Personal - Preference & motivation to purchase |- Expensive [maintain customer relationships]
selling - Long-term customer relationship

[interactions]
Direct - Immediate responses - Can’t observe non-verbal cues
marketing - One-to-one customer relationship

6. Communication result measurement: recognition, feelings, attitude, behavioural changes

23




E. Product Life Cycle (PLC) — five distinct stages in product’s life span

1. Product development: new idea — product [no sales, costs > profits, no 4Ps]

()]
3 E
© =2
0’
_._‘
Introduction Growth Maturity Decline
- Volume \ Slow growth Rapid growth in | ' Sales slow and E Market needs
| in sales salesvolume | level off largely met
’ Customers | Innovators ]Early adopters  Bulk of market [Laggards \
’ Competitors  Few/none Increasing Stable number | Declining
SN RS ——— numbers = S— numbers
Variety of | Customization | Increasingly | Emerging Possible move
product/ | or frequent standardized ~dominant types | to commodity
service  design - | standardization

design | changes

Examples of the Different Stages in the

Product Life Cycle: Consumer Electronics @ebpmem@f

Development  Launch Growth Maturity Decline

Product
Development

Apple’s launch of

iWatch expected tc Product Development

fuel growth of Research and
development

global wearable (R&D) develop

technology market new products

24



2. Introduction: newly introduced
Slow sales growth [takes time to accept] — limited profits [heavy expenses]

Only innovators (willing to try new) — high average cost
4Ps [brand awareness + consumer trial]

Producﬂ: basic version [low acceptance]
Pricef cover promotional costs

Place: selective distribution — lower Costs
Promotion): heavy [advertising & sales promotion]

Stages of sales and Different decisions at
growth for products different phases, due to
Used to help different market conditions
manage the product
;milav concept to a person ‘ MATURITY
Baby < Child < Adult  Old age A
/ e Introduction Stage of the PLC

Product
Development

ntroduction

(1A .4
X w)
R

[lnnovators]
// \\ Compemors

Summary of Characteristics, Objectives, & Strategies

Competltors

Sales Promotion Product p|n°e
me PL Exam
23 Price Promotion Product Place SO € C Stage a ples
1es . * Build *offera  * selective . : e -
“Low hicl';aerrgerice/ i badis distribution B C::lo; TVs: I:?\tunty. 8 gu'%l\tﬁlhphotography.
* low or cogst— p awareness _ product * Black and white TVs: - )
plus Decline = Fax machines: Maturity
gr)oﬁts pricing to - = HDTV: Growth = Internet access (U.S.)
cover huge Get = VCRs: Decline Dial-up: Mature
promotional consumers = DVD p[ayers: Growth DSL, Cable: Growth
costs and totry the = Jeans: Maturity © Travel agencies:
R&D costs  Pproduct = East¥ood: Decline
) [e— Growth/maturity = Autism edycation:
* skimming rely = “Traditioral Introduction
pricing hza"ﬂt)’ on photography: Maturity ~* ggrlraehrzrgdg:‘ce
advertising
§ hlgh cost and Sa'_es MKTG 370 PRODUCT Lare Pemer, Instructor 10
per customer Promotion
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Product is launched.

Usually no profit

Sales grow slowly as people
are not aware of the product.
Informative advertising is used

Product Lite Lycle

f&‘\)
Sales start to grow rapidly. ~
Persuasive advertising may be used.
Prices may be reduced as new
competitors enter the market.

Profits start coming.

The 4 Life Cycle Stages and their Marketing Implications

Introduction : Growth | Maturity | Decline
| |
: . |
| [ [
| | |
| Shake-out ' :
|
! : Saturation :
0N [
D | | 1
ﬁ 1 | |
(D 1 | |
Take-off | : :
: : :
| [ I
. [ I
: ' ' -
| | i
{ | | Time
¢ ow sales : ¢ Increasing sales :- Peak sales : ¢ Falling sales
* High cost per 1* Cost per customer falls : * Cost per customer : * Cost per customer low
customer 1 * Profits rise | lowest 1  Profits fall
* Financial losses I'» Increasing No. ¢ Profits high | » Customer base contracts
* [nnovative customers |  of customers 1* Mass market 1 Number of competitors
« Few (if any) competitors ' More competitors |» Stable number L fall
I | of competitors ]
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Competitors
Competitors * growing in number

7\ * become keener
Growth
Earl adopters s
/ y adop ] \ Examples of Product Life Cycle Stages
Sales Price Promotion Product Place 0
Introduction Stage Growth Stage Maturity Stage Decline Stage

Sales Price Promotion Product Place
* rising * lower price * maximise * upgrade * intensive
rapidly to penetrate market product quality istribution

the market share

* Profits * add new
rising * medium *rely features to the
rapidly cost per heavily on existing model ‘ Rapidly rising sales

: customer advertising . Average cost per customer
* begin to * provide a — —
earn * drop in *reduce  greater variety ' Rising profits
substantial average cost sales of products to f Maximize market share
profit promotion differentiate Offer product extensions

from service, warranty

* growing competitors Price to penetrate market
number of 7 Build intensive distribution
customers

Build awareness and interest in
the mass market

3. Growth: widely accepted
Awarenessv’ — consumerst(early adopters) — sales & profits{ rapidly —competitorst
Production volumef — meet demand — average cost|
4Ps [maximize market share before competitors?t]
m‘ quality/ features — satisfy [existing] + attract [new]
Price:l more aggressive [lower]

Place] channel members?
: v advertising, x sales promotion [budget]
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THE PRODUCT LIFE CYCLE

* Product life cycle Progression of a product through introduction, growth,
maturity, and decline stages.

Stages in the Product Lifecycle
Introduction Growth Maturity Decline

Sales and Profits

Cycle Examples

D may have been around for a few
after considerable investment are 3D TVs
home, providing a good example of a
he Introduction Stage

g technology delivering the
, Blue Ray equipment is
increase in sales that’s typical

Blue Ray Players: With advan
very best viewing experien
currently enjoying the stead
of the Growth Stage.

DVD Players: Introdufed a number of vyears ago,
manufacturers that ma e DVDs, and the equipment needed
to play them, haveestablished a strong market share.
However, they still fave to deal with the challenges from
other technologiesjthat are characteristic of the Maturity

Stage.

Video Recorde : While it is still possible to purchase VCRs
this is a prodyft that is definitely in the Decline Stage, as it’s
become eagier and cheaper for consumers to switch to the
othe&g=ore modern formats.
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4.  Maturity: sales growth| [potential consumers already purchased]
Competitors/ substitutest — prices| & promotion costst — profits|
High sales volume — low average cost

4Ps [protect market share + maximize short-term profits]

Product;| differentiation
Price] similar with/ lower the competitors — retain consumers
Place} intensive distribution

Promotion|; unique features

/ [Majority]

Sales

Sales
* decreasing

* Profits start
to decrease

* stable in number
* begin to decline

Maturity Stage of the PLC

Competitors

Maturity

Price Promotion Product

Price l Promotion Product Place
* set price similarto  * isi * * ;
Or ere attsractive u|Se advertl?_lng, d Acd i b

g G-I DR S features and  distribution

than those of personal selling to hadcle
competitors encourage brand
* low cost per switching
customer

* defend market

share

* maximise short-

term profits
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5.  Decline: sales & profits| [competitors|]

Obsolescence/ consumer tastes/ competition — out of market

Must keep low average cost

4Ps [ |unnecessary expenditure — maximize possible profits]

Product: popular models
Price] lower — purchasest

Place;: selective distribution
w: lbudget + loyal customers

Decline Stage

= Typewriters

. ——— Product Life Colgate
Decline — Cycle
* After maturity stage , new products will be available in | i s | .
market to satisfy additional needs. So the decline stage Shipspe—mml B | :
will be entered. The important skill in this stage is to Competitiors : | PN
k;\:(;«lrl thh“e:eto leave the market. Th firm reforms their * decrease in number ! Colgate t-v:{,:
P ' E [|Colgate "= ® m
New Arrival : et g = i »
Competitiors Time

Sales

—

Price

]
% Promotion

Product

—

Place

1057

Sales

7 * decreasing

Price
* cut price to stimulate sales
* Earn as much profit as possible

Promotion
* reduce / minimise promotional budget
* focus on retaining loyal customers
* reduce unnecessary expenditure

Product

* Phase out less popular or weak models or prod...

Place
* selective distribution
* phase out unprofitable channel members
(close down some stores or branches)




Marketing Chap. 6
Marketing Strategies for Goods and Services (II)

(1) Product Development

(2) Introduction

Product

Life Cycle | (3) Growth

(4) Maturity

(5) Decline

customisation

(a) Product

customerisation

digital purchase

transparent prices

prices readily reflected by demand

no physical stores

(c) Place

round-the-clock transactions

website

(d) Promotion

social media website

online advertising emails & e-newsletters

mobile advertising -

down
show evidence of service quality

(a) Intangibility
increasing work efficiency

(b) Inseparability

Services shifting demand
Marketing i increasing service providers

part-time employees

Demand
() Perishability focus on core tasks
consumer participation in delivery
expand facilities
reservation system
Supply

higher prices [peak] vs discounts [non-peak]
complementary services

monitor customer satisfaction
2 bl standardise delivery process

recruitment & training systems
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F. E-marketing — promote or sell products on Internet (no marketing research/ lower costs)

I. Product
— tailor products for consumers based on previous purchase preferences
—allow individual consumers to design own products

Digital purchase — choose items on Internet without physically going to retail outlets
Lshopping website: user-friendly, x technical problems, v payment security

Il. Price
Transparent: easily search for information — compare — can’t br too high
Readily reflected by demand: interactive — flexible

I11. Place
No physical stores: online — capital investment & operating costs |
Round-the-clock transactions: no fixed opening hours — anytime —convenient — sales?

IVV. Promotion
attract + awareness — corporate[goodwill & information] vs marketing [direct
promotion]
[Online advertising| — advertising messages that appear when consumers browse Internet
Banner ads & skyscrapers; top/ side of webpage [tall, skinny]
Interstitial: pop up when changing websites
|Search-re|ated ads] searching engines — text-based/ links
|Socia| media website]: frequent updates + special offers (e.g. Twitter, FB, IG, and Sina Weibo)
|Mobi|e advertising]: SMS/ MMS/ mobile webpages/ applications/ games/ location-specific (GPS)
|Web communities: groups of people exchanging news on common interest online [targeting]
[Emails & e-newsletters|: low costs

NEWSLETTERS E

SETUP
STORES

E- COMMERCE
MARKETING

COUPONS AND

SOCIAL MEDIA SPEED DISCOUNTS

SEO
EXPOSURE OPTIMIZATION STRATEGY
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JUNE 2017

2B

MONTHLY USERS

15B
I Youl D

1B

FACEBOOK
FACEBOOK  YOUTUBE TWITTER SNAPCHAT MESSENGER 'WECHAT

G. Services marketing [4 characteristics] Characteristics of Service Marketing

Services

6

Table 13.1
Service Characteristics Resulting Marketing Challenges
Intangibility Difficult for customer to evaluate

Customer does not take physical possession
Difficult to advertise and display

Difficult to set and justify prices

Service process is usually not protectable by patents

Inseparability of production Service provider cannot mass-produce services

and consumption Customer must participate in production
Other consumers affect service outcomes
Services are difficult to distribute

Perishability Services cannot be stored
Very difficult to balance supply and demand
Unused capacity is lost forever
Demand may be very time sensitive

Heterogeneity Service quality is difficult to control
Difficult to standardize service delivery
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l. Intangibility — services can't be seen, tasted. felt, heard or smelled before purchase
Solution: tangible evidence of quality (e.g. certificates, qualifications, display, layout)

Intangibility...

* Challenges: » Strategic Options :

- Cannot be communicated - Making the service process
easily tangible to the maximum

- Consumer suspects due to possible extent
absence of concrete

- Managing and promoting
word-of-mouth
communication

evidences

- Design of total service
package not possible

- Comparative presentation is
not possible

- Strengthening internal and
external marketing

- Use of Relationship
Marketing

Solutions to intangibility problems.

Use of tangible clues. — assist customer in making service evaluation.
(insurance advt. in media...)
( ICICI bank --- strong ATM network....)
* Use of personal source of information.

( due to lack of objective means of evaluation
customer looks to wards friends , family )

offering incentive to existing customers for
roping in new customers)

* Creation of strong organizational brand.
( results in loyalty i.e. Maruti, Sony)

In separatibility— 1.Service provider physical connection to service being
provided.

2.Customer’s involvement in the service process.
3.Involvement of other customer in the service process.
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Inseparability — production and consumption of service occur at the same time and are inseparable

Service provider unavailable at consumers’ most preferred time: can't obtain services
Solutions (a) twork efficiency: fine-tune/ simplify work procedures

(b) Tservice providers [long run]

(c) shifting demand: tprice when prefer particular provider — switch within outlet

Challenges :

Problems of market -

expansion

Maintenance of service -

quality

Compulsory presence of -

consumer

Limited production capacity
Operation at limited

capacity

Characteristic

inrangibilny

fnsepambilify

Variabiliry

Perishability

Inseparability...

» Strategic Options :

Minimization of customer

interactions

Innovating techniques of

INSEPARABILITY EXAMPLE
\ st

v/ Taxi operator drives taxi, and the passefger uses'it:

v The presence of taxi driver is essential to provide the
service.

QDI

indirect interaction

Standardization to the

maximum possible extent

Developing distribution
network with quality

control mechanisms

Major effect/issues

Difficult for consumers to evaluate
service oﬁerings, e.g. quality.
Positioning is difficult to achieve

or signal.
Direct contact with service provider.
Both provider and client af‘Eed quality

of relationship. Market may be
limited by fime constraints on
provider.

Difficult to ensure that service quality

levels are maintained. Customer may
have ‘bad’ experiences.

Periods of excess demand: periods
of excess supply.
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Marketing implications

‘Tangibalize’ the service offering by
managing the ‘physical evidence’ that
accompanies the service, e.g. staff
appearance, buildings/facilities,
promotional material,

Selection and training of service
provider's personnel is essential.
Franchise/frain other service providers.
Develop systems and procedures for
increasing customer throughput.

Ensure strict quality control. Staff

fraining essential. Develop customer
care programmes and systems.

Manage demand and supply,
e.g. differential pricing; develop
complementary services; effective
pre-booking systems; use parttime
personnel.



I11. Variability — service quality depends on provider, and when, where, how it is provided
Same provider: quality still varies
Solutions:

(a) Recruitment & training systems: appropriate & skilled — consistently high quality
(b) Monitor customer satisfaction: v suggest & complain — detect problems — adjust (correct)
(c) Standardise delivery process [strict]

Characteristics Features in Airlines

Variability *Invest in good hiring & training Indigo has a single fleet (Airbus 320) to
procedures reduce, standardize training cost of
*On-flight services crew.
*Standardize the service-
performance process through out  Air India offers on-flight meal : need
the organization not book that separately
*Monitor Customer satisfaction by
filling forms while on flight IndiGo, Spicelet have started red-eye
flights (late night flights) within the
domestic network
Perishability *Differential Pricing Indigo employees work in multiple
*Non peak Demand can be roles can easily serve efficiently during
generated peak demand.
*Part-time Employees can be hired Air India and Jet Airways pay 1%
to serve peak demand regular commission for domestic
ticketing to travel agents: differential
pricing.

Air India offering tickets with fares
starting Rs.1,557 for domestic flights
for the lean season: off-peak demand.

IV. Perishability — service can’t be stored for later sale or use [hard to match demand & supply]

Solution (demand)
(a) Reservation system: booking [phone/Internet] — control demand — waiting time
(b) Complementary services: |impatience (e.g. waiting zones: leisure)
(c) Shifting demand: higher prices [peak] vs discounts [non-peak]

Solutions (supply)
(a) Part-time employees: meet high demand [peak]
(b) Expand facilities: tequipment — meet high demand [peak]
(c) Focus on core tasks: efficient use of limited manpower [peak]
(d) Consumer participation in delivery: workload| — efficiency? — writing time
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Figure 3.4: Perishability-Marketing

Challenges and Possible Solutions

Marketing Problems | Possible Solutions

Possible Solutions

Demand Supply
Demand exceeds Creative pricing Part time employees
supply
Demand exceeds Reservation Share capacity with
optimal levels of system other providers
supply

Lower demand than | Shift to
optimal supply level |complementary
services

Prepare for expansion
in advance

Nonpeak demand

Utilize third parties

Customer participation

Perishability

e Services cannot be stored for future sale.

e Unused capacity cannot be shifted from
one time to another.

e The service operation must have the
capacity and capability to produce when
demand occurs.

e The cost of keeping a customeris far

\Iess than that of creating a new one. /
2

Characteristics Some implications Some means of
of service overcoming characteristics
Intangibility Sampling difficult. Focus on benefits.
Places strain on Increase tangibility of
promotional element of service (e.g. physical
marketing mix. representations of it).
No patents possible. Use brand names.
Difficult to judge price Use personalities to
and quality in advance. personalize service.
Develop reputation.
Inseparability Requires presence of Leamn to work in larger
producer. groups. '
Direct sale. Work faster.
Limited scale of Train more competent
operations. service providers.
Heterogeneity Standard depends upon Careful personnel
who and when provided. selection and training.
Difficult to assure quality.  Ensure standards are
monitored.
Pre-package service.
Mechanize and
industrialize for quality control.
Emphasize bespoke features.
Perishability Cannot be stored, Better match between
Problems with demand supply and demand (e.g.
fluctuation. price reductions off peak).
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Marketing Management Chapter 7 — Customer Relationship Management

- Customer Relationship Management — build and maintain profitable relationships with customers by
delivering superior value and satisfaction

L Characteristics: aim high customer lifetime value, customer- [(b w
oriented [preferences], IT SATISFACTION LOYALTY

[p ] 3 3
A Objectives swror 7= CUSTOMER "~ sewee

(a) Attract new customers: understand targets’ needs & wants — >\RELAT|0NSHIP /4

specific product /\(
(b) Retain existing customers: improve — less likely to switch i SRl

[less time & resources then (a)]

(c) Enhance customer loyalty: satisfaction + relationship being
valued by firm

Lcross-sell: additionally sells similar/ related products/ services to existing customer

Lloyal customerst— salest— customer equity? [combined lifetime values of all customers]

MARKETING IMPROVEMENT

B. Importance

(a) Effective market segmentation & targeting: buying habits [frequency, type amount] — division — focus
(b) Tailor-made products/ services: individual/ one-to-one marketing [needs & preferences]

(c) Assess cost of serving individual customers accurately: potential financial benefits vs resourced used

(d) Continuous communication & feedback: problem & comments/ complaints [computer system]

Campaign
Managemen
. :‘ Segmentation

Call Center S

Marketing > Indicators
department
Customer retention
E Customer knowledge g ~
- Workflow  Customs e
.j @mbuo ﬂ g,.
- 0 »c 8 2 Mobile
ustome ~ H
= client SFA
; o Analysis o o >
g Quality of service =S = Sales
==p document
Process optimization generation
Web visit : =% Planning
Actions & Alarms ]
Management T—p- S:Ies .
administration
Service request > ~ N
Management Prospects
P management
Satisfaction Customer Sales & sales
Inquiry Support department action

38



C. Factors Affecting Customer Loyalty
(products’ performance: above/=/below expectation — repurchase vs switch)
Lstrategies
(a) Match customers’ expectations
- Measure customer retention rate [% of customers purchasing continuously since 1% purchase]
- Analyse causes of customer defection [shift to other firms’ products] (market research)
- Add-on services: free/ reasonably priced: delivery, software maintenance, repairs, free programs, extended
warranty
(b) Strong customer bonds
- Financial [e.g. frequency programme: purchase discounts, gift redemption, service upgrade]
- Social [e.g. club membership programme: all/ limited by frequence/ fee

(c)Partnership relationship management —marketer works closely with internal and external parties to
jointly bring greater values to customers

L colleagues from other departments/ external stakeholders [e.g. channel members, agencies]

updated & accurate product information — purchase decisions)
Lstrategy: social media websites [e.g. Facebook: likes]

Handling Customer Complaints (restore confidence) [more dissatisfied=more compensation expected]
Lstrategies (a) Provide authority to employees — handle on the spot
(b) Treat customers fairly

P .
$
Direct
Mail

1 Find and Select Target 2 Design HTML Email
Customers/Clients and Direct Mail Campaign C R M

4 Assess the Response 3 Send to List,
and ROI Not including Opt-outs

MARKETING CRM" & /N
4 % ,! o 1 Cuslo;ner:Calls and 2 Creal% (;U;((‘)"l&'f Service

After Sales Assistance Case with Full Details

‘ & = @
1 Incoming Leads from 2 Confirm Lead and ¥
Phone, Web, Email and Fax Create Opportunity 5 .
v 9

i, 2 iiﬁli';(’ff st CUSTOMER SERVICE
SALES & SUPPORT

4 Solve Customer 3 Assign Case to the
Service Issues Relevant Person




Cross-sell
products

Retaining existing customers
Higher customer

equity
Attracting new customers Cqstom_e g
satisfaction
og s 5 Enhancing customer loyalty
Lifetime Creating value for
patronage companies
. Effective communication
et o Ob-eCtives - |
centers Widely used Information ) with customers
technology
Identify customer's Handling of customer
needs and wants Customer complaints
Relationship
Management

Allowing effective market
segmentation and targeting

Tailoring products and services for
each customer

Assessing the cost of serving individual
customers accurately

Communicating with customers and
collecting feedback continuously

Customer Relationship Management
Building and maintaining profitable ; :
customer relationships through the
delivery of superior value ...
Creating strong customer
bonds

Strategies to enhance
customer loyalty

Enhancing customer
satisfaction by matching
customers' expectations

Measure customer
retention rates
Analyse the causes of
customer defection

Partner relationship
management

Effective handling of
customer complaints

Offering add-on
services
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