BA241 Principles of Marketing – Winter 08

Week 8 Agenda/notes 

Review & Catch up: Environmental Analysis | SWOT Matrix | Product Lifecycle | Pricing strategies

Student presentations

Discussion/Lecture:  Branding strategies,  Marketing and Distribution Channels

Homework: read chapter 17 & 19, work on group project

Review stuff:

Environmental Analysis & SWOT Matrix

An environmental analysis is another evaluation tool that expands upon and helps to develop the SWOT. It can include the following:

· Demographics analysis

· Economic analysis

· Natural environment analysis

· Technology environment

· Political environment

· Cultural environment

A SWOT Matrix is a method of evaluating internal and external environments and combining them to develop strategies. See SWOT Matrix http://www.quickmba.com/strategy/swot/
Product Dev.

Innovation is risky – lack of innovation is riskier

Know why marketing should be involved in product  development

Product development includes idea generation, investigational research, concept testing, product dev. Product testing and product launch (can be simultaneious or sequential) Simlutanious means faster time to implementation

Test marketing (standard, controlled, simulated, dry testing)

Know some reasons why a product  might fail

Product lifecycle: development, introduction, growth, maturity, decline


Know how pricing strategies might change in relation to PLC


Know what changes you might want to take to revive a declining product.

Pricing strategies 

cost based vs value based vs psychological pricing

bundling

skimming vs market penetration

· Communication Strategies 

· Marcom mix

· Advertising

· Sales promotions

· PR

· Selling

· Direct marketing
· steps in developing a communications strategy
· target audience

· determine objectives (what is the response you want from buyer)

· design message

· choosing media

· Collect Feedback

· IMC Integrated Marketing Communications (all aspects of marketing communication such as advertising, sales promotion, public relations, and direct marketing work together as a unified force, rather than in isolation.)
· Things to keep in mind

· Use integrated marketing message – not to confuse customers with various messages to various segments

· remember, a message must usually reach a person several times before they are compelled to take action

· Push vs Pull promotion strategy

· Has to do with the target of the promotion

· Push targets the distributors of the product (all money and resources is spent toward them)

· Pull targets the end consumers (direct communication and advertising with end user

Ethics question: both push and pull techniques are used in the marketing of pharmaceuticals. Do you think this is a good thing or not?

Products can be purely products – they involve no services at all.

· Coke

· Light bulbs

· Etc.

Services can be purely service 

· Automotive repair (minus any parts)

· Hiring a plumber

· Dating service.

Or, a product can be partially product, partially service. This is often how a product can distinguish itself and create an experience

· Automobile sales often add the services of someone to help you find a loan, warranty services, 

· Appliance sales, often add delivery/ and installation services. 

· Some software adds tech support for a period of time.

(Or, a product may sell ongoing services as an added source of revenue)

· Online Games – initial sale of game includes an ongoing monthly purchase

Continuum: Purely Product ------------------- Purely Service

The Product :

The value of every product is based on the product attributes: quality, brand, packaging, labeling, and service.

· Product attributes

· Quality 

· quality is measured in performance and freedom from defects (measured on continuums of levels and consistency – from high end to low end)

· (TQM – the theory and the reality) quality model can be successful as customer driven-defined and considered as an investment

· Features (added features help to differentiate)

Style and design (style refers to the aesthetics, design includes a products usefulness)​​​​

· The brand

· Branding helps buyers – it evolved over time in the 19th century with the industrialization and the first packaging of goods for sale.

·  Branding helped the consumer know what the quality of the product was – especially with non local products

· branding helped the seller develop trust with the consumer

· Associating a product with a brand tells a consumer what the product is about

· A brand can add value to a product – or diminish its value – or simply send a message about its price or quality

· Associating a product with a brand can harm the overall image of the brand – especially if the brand is not well developed with sufficient history

· Today branding and trademarks still helps the consumers and the sellers. It also gives a seller some legal protection

· The packaging

· Package design and functionality can give a product a huge advantage in the marketplace. 

· Innovative packaging especially when it considers the consumer – can drive sales – can help to differentiate a product

· Dutch boy paint

· Toothpaste – catsup containers, mayonnaise jars

· Will someone please design a pizza takeout box that I can fit in my trash can?

· The labeling

· Brand stamp (naval oranges)

· Legal implications as with FDA

· The service

· Sets a product apart from others – if the service is good

· (Car dealership garage – even if not part of the “product” may motivate a person to buy a vehicle from that dealership. I.e. jeep vs Chrysler)

Product line: group of products sold to the same customer (shampoo, conditioner, etc.)

Product line stretching: (adding products to gain new customers) 

· stretching downward – adding lower end products

· stretching upward – adding upper end products

Product line filling: (filling gaps i.e. shampoo for thin hair, shampoo for dry damaged hair etc.)

· to expand profits

· use up excess materials/utilize plant capacity to peak performance

· satisfy customers

Product Mix: a company with several product lines

· Kraft foods (line of jello, line of salad dressings, line of mac and cheese, etc)

All of the product lines within a product mix may be aimed at different target markets, yet all of them speak to the brand that they carry.
Student presentations:

Lecture Discussion: Branding Strategies | Marketing and Distribution Channels
· The brand

· Branding helps buyers – it evolved over time in the 19th century with the industrialization and the first packaging of goods for sale.

·  Branding helped the consumer know what the quality of the product was – especially with non local products

· branding helped the seller develop trust with the consumer

· Associating a product with a brand tells a consumer what the product is about

· A brand can add value to a product – or diminish its value – or simply send a message about its price or quality

· Associating a product with a brand can harm the overall image of the brand – especially if the brand is not well developed with sufficient history

Define Brand Equity?

We saw that Gerber was unsuccessful in marketing a line of adult baby food. Why? Do you think a line of “pureed adult food” might be marketable under another brand name? What if it were under the name of “Ensure?” What about as “SlimFast?” What about “Campbells?” Do you think it would taste different based on which brand it were made by. 

A power of a brand exists in the mind of the consumer. Name a brand that has power in your mind. What does it make you think. If a new product came out under that brand, what would you immediately think about. 

The real power of a brand is in preventing competitors from entering the market. (if a new line of vehicles were to hit the market – what would you pay for a vehicle under this new name) Consumers are willing to pay more for a “brand” because they trust it and have an idea in their mind what the product will be like before making the purchase. 

Brand equity: the value of the brand in the marketplace. (Brand equity can be measured by the extent to which customers will pay more for that brand.)

Brand valuation: the estimation of the total brand value to a company (i.e. Microsoft brand is estimated to be worth $61 billion)

Customer equity – the value of the customer relationship that the brand creates. (brands can be thought of as having a portfolio of customers.)

Building a brand – consider

· Brand positioning | can be based on the following:

· Product attributes – customers don’t really care – can be easily duplicated by competitor

· Benefits – what the product will do for customers

· Beliefs and values – engaging customers on a deeper emotional level

· Name selection

· Suggest something about the products qualities

· Easy to pronounce and recognize

· Distinctive

· Extendable

· Translatable to foreign language

· Manufacture Brands vs. Private brands
· Trends toward private brands  – “store brands” Why do you think this is happening? If you have a choice to buy green beans that are made by DelMonte, BirdsEye or Western Family which would you buy and why?

· Also growing in popularity. Co-branding 

· 2 or more brand names join together to create a new product with both brand attributes, such as Haggen Daz Baileys flavored ice cream. M & M’s + Pillsbury for a new cookie dough. Co-branding can also sometimes be referred to advertising strategies that are coordinated efforts of two or more brands such as coke and Bacardi.

· Licensing a brand for the sale to other manufacturers – ie Disney does not manufacture children’s clothing, but they sell their brand name to other manufacturers.

When a company launches a new product they have 4 possible choices in the development of their Brand 

· Line extensions – adding new forms of color size flavor etc of an exisiting product category (i.e. lime flavored coke)

· Brand extensions:  new product or category to an already existing brand  (ie. Coca cola extends its brand into a line of coffee drinks)

· Multibrands: one company that offers multiple brands to meet different consumer needs i.e. Chrysler – Dodge,  Jeep and Chrysler each meeting different consumer needs

· New brands: if the brand name is weak or if the product is too far from the brands original promise, a company may simply launch a new brand. (this could however, weaken any other brands already out there so it should be done with caution.

Where does the brand impression come from?

· Advertising (companies spend billions on brand advertising – 

· not necessarily aimed at selling, but at brand image building, 

· can be more difficult to measure (needs research to quantify)

· some advertising has dual goals selling + branding

· The brand experience (most of the brand impression comes from this area)

· Personal experience

· Word of mouth

· Interactions with company

· Web site interaction

Because this brand experience is so important – and because it is so much more than just advertising it should be managed at all levels of the company and should begin with internal brand building to help the employees understand the brand. (as in the case with Ford)

Do’s and Don’ts of brand management:

· Don’t settle for short term gains (common mistake of a manager seeking recognition or raise)

· Do conduct regular brand audits

· Do remember that loyalty is built over time and through customer’s positive experiences

· A customer must believe the product is of superior value, and that the company understands, listens and values them as a customer before they will sing your brand praises

· Do consider a brand overhaul if needed (can be expensive but worthwhile if the brand has been degraded)

***Not going to go into much detail about services or the marketing strategies of services. Just know that services are a large part of the market, and growing rapidly. They are unique from products in several ways and a very good way to differentiate your service is through quality.

(if you are conducting a marketing plan on a service organization you will want to do further research on the marketing strategies specific to service organizations)

Marketing may not only include marketing of a product, but creating a corporate image. Corporate image is important in seeking shareholders, or donators in the case of non-profits

Lecture/discussion: All about Channels (supply channels, demand channels, channel distribution)

What is a channel?

Supply chains can include the upstream which refers to suppliers of raw materials etc or downstream which refers to dealers and retailers of the enc product

Most companies manage multiple chains.

Terms: supply chain vs. demand chain (demand more customer oriented)

The channel is the route it takes to get to the consumer

1. Why do marketers use distribution channels? 

Distribution channel and how well it performs adds value to the product. Good examples of this include Dell, which was founded on fast delivery of custom-built machines. WalMart is another example, they cut costs to customers by having a large supply of the right kind of merchandise available in the right place. (just-in-time distribution techniques out perform other businesses)

Technology plays a big role in this process. Someone pointed out in their audit that your company did not employ the latest technology for inventory and that hurt the company. 

Knowing your inventory, the demand and store space is what allows bigger businesses such as WalMart to offer best prices. Storage space is costly, not having product available quickly is even more costly. (example, paper suppliers have warehouses in strategic locations that can deliver within a few hours – kinkos is another example of being able to deliver the product quickly)

Supply/demand chain management. 

Producer – consumer

Producer – retailer – consumer

Producer – wholesaler – retailer – consumer

Producer – agent – wholesaler – retailer – consumer

Sometimes there are other intermediaries in the distribution channel such as merchandisers, agents, brokers

How can the members of a distribution channel add value?

Ignoring the supply chain can have a negative effect on the product and its distribution. On the flip side, a positive relationship with the supply chain can have a positive effect on the branding, etc of the product – 

your textbook gave an example of caterpillar. 

They support the retailers and nurture that relationship as they are the connection to the customer, the reputation and brand of caterpillar depend on the retailers.

Some  (probably most) companies use multiple distribution channels. (this can create some special management challenges

2. give an example of a company that uses multiple channels

How can the members of a distribution channel add value?

What types of functions do channel members do:

1. distribution

2. promotion

3. communication link

4. information gathering

5. negotiations

6. financing

7. share in risk taking

I.e. Time Warner … sells in Record stores, tv shopping networks, Internet sales

(ie Tupperware, Avon, BodyWorks – all have tried retail outlets + in-home sale distribution)

channel conflicts can occur (conflicting interest between members or competition occurs)

· Avon – considered moving into mall kiosks – would take business away from the in home sales distributor.

· channel conflict might occur when a company sells something online at a lower price than a retailer can offer (usually agreements are made re pricing) 

· Another example might be a record store selling used CD’s which conflicts with the customer wanting to buy a new one. 

A horizontal conflict  is when two or more members at the same level of distribution have a conflict. A vertical conflict is between different levels of the same channel. 

Which of the above would be horizontal and which would be vertical?

Using multiple channels of distribution can lead to more conflicts due t competition for sales.

Supply chain management is about relationship management. The more complex the more difficult it is to manage. Important to keep intermediaries motivated.

What are the primary challenges an organization faces in motivating channel members?

Motivation to intermediaries

· Exclusivity

· Referrals

· Bonuses

· Assistance with marketing costs (beauty suppliers often split costs of beauty shop advertising if its product is shown in the ad)

· Clear expectations and goals

· Understanding the channel members needs and goals

· Provide resources

· Training and business support

· more

Distribution can be exclusive, intenstive or selective

Exclusive distribution  - minimizes intermediaries  

Intensive distribution  - utilizes all possible supply chain models

Selective distribution - may use more than one supply chain models but does so selectively

3 models of distribution

1. conventional – one producer –each member acts separately for own interests not controlled by any other

2. horizontal – 2 or more producers who join forces and share marketing resources and channels to produce one product under both names. (Nabisco and nestle)

3. vertical -  producer, retailers, wholesalers and other intermediaries owned by or under contract such that they are controlled by producer and/or each other to ensure all are working in the interest of one objective or goal.

Channel decisions:

1. analyze consumer needs

2. objective or goals

3. choose (intensive, exclusive or selective – conventional, horizontal, or vertical)

Trends are toward direct to consumer sales such as with internet sales

If there are retailers involved also – then this can create conflict

Some companies forward internet sales to local retailers. Others use price points that ensure local retailers can compete.

