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UNIT 1 MARKETING MANAGEMENT

1.00 INTRODUCTION

You are studying the program on Hospitality Stud's are going to learn some concepts of
Management in this course and see how they mapjte=d to the area of hospitality, catering
and tourism.

In this unit we will study of Marketing Managemeiihe first question which should come to
your mind is what is meant by market. We will tHere start with a definition of market. In your
daily life you come across a number of transactishere you exchange something or the other.
You give something and receive something. Whendathat with a conscious effort, you are
most likely doing a trading of some kind. You magsd money to get something. While doing
that you may be negotiating so that you get morgpesading less. All this is covered under the
concept of “Market”. Market may be a procedureystam, a social relationship, an institution, or
a place. The commaodity which we buy may be a gdlikistelephone instrument) or a service
(like a professional advice from a CA)

Market and Shops are synonymous. But Marketingisimilar to Shopping. Marketing covers
that activities which result in sale of a productervice. We need to do many things to market
our product and ideas. It is extremely useful ifi ymderstand these concepts and apply them in
solving your day-to-day problems. The concepts mxydere are very general. They hold key to
solving your professional problems as a hospitalitgcialist as well as your personal problems
like how to sell your ideas to your relatives aridrfds. So do take this unit seriously and enjoy.

1.01 UNIT OBJECTIVES

After going through this unit you will be able to

Explain the concept of Market
Explain the importance of marketing in hospitalitgfering or tourism industry

Elaborate the concepts like 4P, 7P, 4C,7C, marketianagmet and marketing mix etc as applied to
marketing studies

1.02 IMPORTANCE OF MARKETING IN HOSPITALITY

In any business, a solid marketing strategy iscatito building a brand, attracting new custonserd
maintaining loyalty. The hospitality industry is different. Because customer loyalty is key,
marketing managers and executives devote a limefand resources to building brand awareness
and creating ongoing, interconnected campaignss& hwrketing efforts usually include both print
and digital collateral that target former guestsdlevllso attracting new clientele. However, this
particular industry has a unique set of challerigasmust be overcome. Understanding the
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importance of marketing in the hospitality industgn help you get ahead and stand out in the
competitive job market.

The Basics

Hospitality sales are different from consumer gosales because marketers must sell tangible as well
as intangible products. In many cases this meaighby are marketing services rather than goods,
and success hinges on creating the rigéling in the consumer. For example, a resort will want to
cultivate a relaxing, fun atmosphere that is reczagie to customers and inspires those same feeling
in the consumer.

Because the hospitality industry is mostly madefuourism and other experiential services, a
consistent brand identity is also very importanarkéters want to ensure that brand recognitiortexis
so that customers will use their services againagyain. Repeat customers bring in a sizeable portio
of revenue, so marketing strategy must be sphtéenh maintaining relationships with past customers
while seeking out new ones.

Strategies for Success

Companies in the hospitality industry use varioethods to develop and maintain an effective
marketing plan. The following are some of the gahstrategies that marketers use for brand success.

Research

Customers choose hotels and other hospitality aes\ior a variety of reasons. From location to
facilities and perks, companies have to be surtethies’'re providing what buyers are looking for.€Th
role of marketers is to identify what factors makistomers choose a particular hospitality service,
and this requires extensive research. By speakiegrrent and former guests, monitoring customer
reviews on websites, reviewing industry data andesnmarketing professionals learn what makes a
hospitality service stand out, as well as how it ba improved.

Awareness

If potential customers don’t know about a servibey can't purchase it. That's where brand
awareness comes in. Marketers make sure informatidrotels, resorts and restaurants is easy to find
and up-to-date. They can do this by buying ad spaaelevant travel sites, creating an engaging
website and collaborating with other, noncompeliogpitality services in the same market.

Promotion

Another smart strategy for attracting customets isin promotions during certain times of the year,
usually when business is slower. Introducing ineestand offering incentives are just some of the
ways that marketing professionals achieve this.eHaw purchased a Groupon for a spa weekend?
That’'s promotion at work.

Relationships

To ensure high levels of repeat business, gooadwstrelationships are vital. Not only do repeat
customers usually promote a service through worth@fith and social media, but they also create a
stable revenue base. One way to build relationshkiffgough customer loyalty programs, which
reward customers who regularly use a particulapital#y service.
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CHECK YOUR PROGRESS
What is the importance of marketing in hospitality?
What is the difference between *hospitality saled &goods sale’?

Explain at least five strategies for making brandcess for hotels.

1.03 WHAT IS THE CONCEPT OF ‘MARKET’ 7

A market is one of the many varieties of systems, instingj procedures, social relations and
infrastructures whereby parties engage in exchahpde parties may exchange goods and services
by barter, most markets rely on sellers offerirgrtigoods or services (including labor) in exchange
for money from buyers. It can be said that a maisk#te process by which the prices of goods and
services are established.

Let me make things easier for you. A good definiti® supposed to be general but accurate and
should lead to building theoretical framework. Tehier therefore a need to carefully examine each and
every word, phrase, clause in the definition arsdi@iize what meaning they carry and interprete it t
the application in our hand and verify that ourengnce matches with what has been given in the
theory or definition. This is sometimes called $iag’ a definition.

The definition envisages market to be any ongysfems, institutions, procedures, social relations
and infrastructures whereby parties engage in exchge.According to this definition market may
be a system (for example ‘railways reservationfaoaking system’ in which railways offers ‘facility

to travel’ in exchange to ‘money’ from the passargea fixed procedure fed to computer program)
or institution (for example ‘marriage’ is an instibn in which husband and wife exchange vows
whereby husband ensures the safety, financial kgauexchange to loyalty and other considerations
from wife) or social relations or infrastructurehé@se should facilitate exchange of things which we
will call ‘commodity’ which may be a tangible (meag that which can be felt by our senses, like
touch, smell, sight, hearing and taste; examptargible commodity is a car or television set) good
or intangible services (for example, traveling,amodation, tourism experience, telephone service,
etc)

Markets facilitate trade and enable the distribuod resource allocation in a society. Marketsaall
any trade-able item to be evaluated and pricedafkat emerges more or less spontaneously or may
be constructed deliberately by human interactioorder to enable the exchange of rights (compeare
it with concept of ownership) of services and goddarkets generally supplant gift economies and
are often held in place through rules and custeons) as a booth fee, competitive pricing, source of
goods for sale (local produce or stock registratiand the threat of military or police force iete

rules are broken.

Markets can differ by products (goods, servicespotors (labour and capital) sold, product
differentiation, place in which exchanges are ealrbuyers targeted, duration, selling process,
government regulation, taxes, subsidies, minimumesaprice ceilings, legality of exchange,
liquidity, intensity of speculation, size, concetibn, exchange asymmetry, relative prices, vathatil
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and geographic extension. The geographic boundafri@snarket may vary considerably, for
example the food market in a single building, th&l estate market in a local city, the consumer
market in an entire country, or the economy ofrdarnational trade bloc where the same rules apply
throughout. Markets can also be worldwide, for epl@nthe global diamond trade. National
economies can be classified, for example as deedlomrkets or developing markets.

In mainstream economics, the concept ofaaket is any structure that allows buyers and sellers to
exchange any type of goods, services and informalibe exchange of goods or services, with or
without money, is a transaction. Market particigasunsist of all the buyers and sellers of a good
who influence its price, which is a major topicstlidy of economics and has given rise to several
theories and models concerning the basic markee$oof supply and demand. A major topic of
debate is how much a given market can be considereel a "free market", that is free from
government intervention. Microeconomics tradititp&bcuses on the study of market structure and
the efficiency of market equilibrium; when the &at{if it exists) is not efficient, then economistsy
that a market failure has occurred. However itosatways clear how the allocation of resources can
be improved since there is always the possibilityavernment failure.

CHECK YOUR PROGRESS
Explain the concept of Market.
Explain various ways in which markets can be cfeski
How can we apply concept of market in leaning ‘hiadity’ science?

How can we say that a hotel is a market? Explain.

Types of markets

Markets of varying types can spontaneously arisenglier a party has interest in a good or service
that some other party can provide. Hence therdoeammarket for cigarettes in correctional fa@tti
another for chewing gum in a playground, and yetlaer for contracts for the future delivery of a
commodity. There can be black markets, where a goegchanged illegally, for example markets
for goods under a command economy despite pressvepress them, and virtual markets, such as
eBay, in which buyers and sellers do not physidaligract during negotiation. A market can be
organized as an auction, as a private electronikeheas a commodity wholesale market, as a
shopping center, as a complex institution suchsteek market, and as an informal discussion
between two individuals.

Markets vary in form, scale (volume and geograpbach), location, and types of participants, as
well as the types of goods and services tradedrtieeless, violence and extortion are common to
many markets. The following is a non exhaustive lis

Physical consumer markets
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- food retail markets: farmers' markets, fish markett markets and grocery stores

- retail marketplaces: public markets, market squariesn Streets, High Streets, bazaars,
sougs, night markets, shopping strip malls and gimgpmalls

» big-box stores: supermarkets, hypermarkets andulidcstores

- ad hoc auction markets: process of buying andhgefjoods or services by offering them up
for bid, taking bids, and then selling the itemte highest bidder

« used goods markets such as flea markets

- temporary markets such as fairs

Physical business markets

« physical wholesale markets: sale of goods or mexdika to retailers; to industrial,
commercial, institutional, or other professionasipess users or to other wholesalers and
related subordinated services

« markets for intermediate goods used in productiastteer goods and services

- labor markets: where people sell their labour tsitesses in exchange for a wage

- ad hoc auction markets: process of buying andhgefjoods or services by offering them up
for bid, taking bids, and then selling the itemhe highest bidder

« temporary markets such as trade fairs

Non-physical markets

media markets (broadcast market): is a region wiher@opulation can receive the same (or
similar) television and radio station offeringsdanay also include other types of media
including newspapers and Internet content

Internet markets (electronic commerce): tradingrioducts or services using computer networks,
such as the Internet

artificial markets created by regulation to exchanghts for derivatives that have been designed
to ameliorate externalities, such as pollution perigsee carbon trading)

CHECK YOUR PROGRESS
If we classify markets according to types of comityontaded, what would be the major categories?
If we classify markets by the locations what wolbddthe various categories?
What are five major categories into which a madeet be classified?

Consider a five star hotel in New York, what is ttagure of (a) commodity traded (b)location (c)
type of participants (d)scale of trade (e) geogiagloutreach to its participants/customers

Financial markets
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Financial markets facilitate the exchange of ligasgets. Most investors prefer investing in two
markets (a) the stock markets, for the exchanghafes in corporations (NYSE, AMEX, and the
NASDAQ are the most common stock markets in the, d8J (b) the bond markets

There are also:

currency markets are used to trade one curren@niather, and are often used for speculation on
currency exchange rates

the money market is the name for the global mdikdiending and borrowing

futures markets, where contracts are exchangeddiagahe future delivery of goods are often
an outgrowth of general commodity markets

prediction markets are a type of speculative markathich the goods exchanged are futures on
the occurrence of certain events. They apply the&ketalynamics to facilitate information

aggregation.

Unauthorized and illegal markets
« grey markets (parallel markets): is the trade cbmmodity through distribution channels

which, while legal, are unofficial, unauthorized,umintended by the original manufacturer
- markets in illegal goods such as the market fmitidirugs, illegal arms, etc

Mechanisms of markets

Fig 1.02: A market in Ramnicu Valcea by AmedeoiBsez
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In economics, a market that runs under ‘laissezf@neaning ‘the policy of leaving things to take
their own course, without interfering.”) policisscalled a free market, it is "free" from the
government, in the sense that the government mrakastempt to intervene through taxes, subsidies,
minimum wages, price ceilings, etc. However, magpketes may be distorted by a seller or sellers
with monopoly power, or a buyer with monopsony @/hmeans a market situation in which there is
only one buyer) power. Such price distortions cavehan adverse effect on market participant's
welfare and reduce the efficiency of market outceanddso, the relative level of organization and
negotiating power of buyers and sellers markedigcss the functioning of the market.

Fig 1.03: Cabbage market by Vaclav Maly.

Markets are a system, and systems have structiiesstfucture of a well-functioning market is
defined by the theory of perfect competition. Whalhctioning markets of the real world are never
perfect, but basic structural characteristics aagproximated for real world markets, for example:

« many small buyers and sellers
« buyers and sellers have equal access to information
» products are comparable

In a market there is a tug of war between theisetid buyer oveprice andvalue. Remember the
simple formula to distinguish between value andewhich are two of very important concepts.
“Value is what a customer gets for the Price whietpays”. Thus a smart phone which has 128 GB
internal memory is more valuable than similar srpadne with 64GB internal memory. A customer
will be willing to pay more price for 128GB smatigne. The seller wants to give minimum value
and try to obtain maximum price. On the other hidnedouyer would like minimum price and
maximum value. This leads to negotiations (alsteddbargaining). At the end of a successful
negotialtion a price is fixed and the commoditgxshanged. We say that equilibrium is met. The
term ‘equilibrium’ comes from Latin with ‘equi’ foequal’ and ‘libra’ which means ‘balance’. When
you weigh an object on a balance scale, the balasaiate till it slows down and reaches a balance
state (equilibrium) with weights on both sides dqua

Markets where price negotiations meet equilibribuot, the equilibrium is not efficient are said to
experience market failure. Market failures are fissociated with time-inconsistent preferences,
information asymmetries, non-perfectly competitwarkets, principal—agent problems, externalities,
or public goods. Among the major negative extetiealiwhich can occur as a side effect of
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production and market exchange, are air pollutieeteffect of manufacturing and logistics) and
environmental degradation (side-effect of farming arbanization).

There exists a popular thought, especially amoong@muists, that free markets would have a structure
of a perfect competition. The logic behind thisubbt is that market failures are thought to be edus
by other exogenic systems, and after removing tegegenic systems ("freeing" the markets) the
free markets could run without market failures. &onarket to be competitive, there must be more
than a single buyer or seller. It has been sugdéektd two people may trade, but it takes at Itrase
persons to have a market, so that there is congpetit at least one of its two sides. However,
competitivemarkets, as understood in formal economic thaety,on much larger numbers of both
buyers and sellers. A market with a single selhet multiple buyers is a monopoly. A market with a
single buyer and multiple sellers is a monopsoresE are "the polar opposites of perfect
competition". As an argument against such a Idggcd is a second view that suggests that the source
of market failures is inside the market systenifitteerefore the removal of other interfering st
would not result in markets with a structure offper competition. As an analogy, such an argument
may suggest that capitalists don't want to enh#restructure of markets, just like a coach of a
football team would influence the referees or wduigak the rules if he could while he is pursuing

his target of winning the game. Thus accordindnie ¥iew, capitalists are not enhancing the balance
of their team versus the team of consumer-worlgerghe market system needs a "referee" from
outside that balances the game. In this second:framk, the role of a "referee" of the market system
is usually to be given to a democratic government.

Check Your Progress

Explain the concept of "free market" and how markéces are distorted by sellers o
buyer by monopoly or monopsony.

=

What is meant by market failure? How market failca@ occur if customers do not
have "equal" and "fair" access to information.

Explain how "Market failure' can occur in Hotel irglry under various circumstanceg.

Supply and demand
(From Wikipedia, the free encyclopedia)

In microeconomicssupply and demandis an economic model of price determination inaakmat. It
postulates that in a competitive market, the undepfor a particular good, or other traded iterabsu
as labor or liquid financial assets, will vary Uittsettles at a point where the quantity deman@ed
the current price) will equal the quantity suppl{atithe current price), resulting in an economic
equilibrium for price and quantity transacted.

Graphical representation

Although it is normal to regard the quantity demeehdnd the quantity supplied as functions of the
price of the goods, the standard graphical reptaten, usually attributed to Alfred Marshall, has
price on the vertical axis and quantity on the rmmtal axis.
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3
Fig 1.04 The price P of a product is determined by a ba&hetween production at each pr
(supply S) and the desires of those \purchasing poweat each price (demand D). The diagr:

shows a positive shift in demand fror, to D,, resulting in an increase in price (P) and quansbld
(Q) of the product.

Since determinants of supply and demand otherttie@price of the goods in question are
explicitly represented in the sup-demand diagram, changes in the values of thesablesi are
represented by moving the supply and demand cioften described as "shifts" in the curves).
contrast, responses to changes in the price @jdbd are represented as movements along unch
supply and demand curves.

Supply schedule

A supply schedule is a table that shows the reaialigp between the pri of a good and the quanti
supplied. Under the assumptionperfect competition, supply is determinedrbgrginal cos. That
is, firms will produce additional output while thest of producing an extra unit of output is ldss
the price they would receive.

A hike in the cost of raw goods would decrease ygpifting costs up, while siscount would
increase supply, shifting costs down and hurtirafpcers as producer surplus decre

By its very nature, conceptualizing a supply cueguires the firm to be a perfect competitor (ioe
have no influence over the market price). Tis true because each point on the supply curveei
answer to the question "If this firmfaced withthis potential price, how much output will it bel@
to and willing to sell?" If a firm has market pow#s decision of how much output to provio the
market influences the market price, therefore ttme is not "faced with" any price, and the quest
becomes less relevant.

Economists distinguish between the supply cunanahdividual firm and between the market sug
curve. The market suppburve is obtained by summing the quantities sugieall suppliers ¢
each potential price. Thus, in the graph of thepgupurve, individual firms' supply curves are ad:
horizontally to obtain the market supply cu
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Economists also distinguish the short-run markppblucurve from the long-run market supply curve.
In this context, two things are assumed constamtdbyition of the short run: the availability ohe

or more fixed inputs (typically physical capitad)yd the number of firms in the industry. In thegon
run, firms have a chance to adjust their holdinfgshysical capital, enabling them to better adjust
their quantity supplied at any given price. Furnthere, in the long run potential competitors careent
or exit the industry in response to market condgid~or both of these reasons, long-run market
supply curves are generally flatter than their sham counterparts.

The determinants of supply are:

1. Production costs: how much a goods costs to beupeatl Production costs are the cost of the
inputs; primarily labor, capital, energy and madkxi They depend on the technology used in
production, and/or technological advances. Sealuetwity

2. Firms' expectations about future prices

3. Number of suppliers

Demand schedule

A demand schedule, depicted graphically as the ddroarve, represents the amount of some goods
that buyers are willing and able to purchase abuarprices, assuming all determinants of demand
other than the price of the good in question, axmcome, tastes and preferences, the price of
substitute goods, and the price of complementaoglgoremain the same. Following the law of
demand, the demand curve is almost always repezsastdownward-sloping, meaning that as price
decreases, consumers will buy more of the good.

Just like the supply curves reflect marginal cestves, demand curves are determined by marginal
utility curves. Consumers will be willing to buygaven quantity of a good, at a given price, if the
marginal utility of additional consumption is equalthe opportunity cost determined by the price,
that is, the marginal utility of alternative conquiion choices. The demand schedule is definedeas th
willingnessandability of a consumer to purchase a given product in @ngikame of time.

It is aforementioned, that the demand curve is gdiyedownward-sloping, there may be rare
examples of goods that have upward-sloping demanas. Two different hypothetical types of
goods with upward-sloping demand curves are Gifigods (an inferior but staple good) and Veblen
goods (goods made more fashionable by a highez)pric

By its very nature, conceptualizing a demand cuegglires that the purchaser be a perfect
competitor—that is, that the purchaser has noénfbe over the market price. This is true because
each point on the demand curve is the answer tquéstion "If this buyer ifaced withthis potential
price, how much of the product will it purchasef?4 buyer has market power, so its decision of how
much to buy influences the market price, then thgebis not "faced with" any price, and the questio
is meaningless.

Like with supply curves, economists distinguishvien the demand curve of an individual and the
market demand curve. The market demand curve @&rdat by summing the quantities demanded by
all consumers at each potential price. Thus, irgthgh of the demand curve, individuals' demand
curves are added horizontally to obtain the madketand curve.
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The determinants of demand are;:

Income.
Tastes and preferences.
Prices of related goods and services.

arwnNpE

Number of potential consumers.

Consumers' expectations about future prices arairias that can be checked.

Microeconomics

Figure & — “Supply aml Demand™

£ 3 Demand
-

Curves

Supply

'
Al

Equilibrium

T—e O guantiy

Fig 1.05: Supply and Demand Curve

Generally speaking, an equilibrium is defined tahmeprice-quantity pair where the quantity
demanded is equal to the quantity supplied. kpesented by the intersection of the demand and
supply curves. The analysis of various equilibsia fundamental aspect of microeconomics:

Market Equilibrium : A situation in a market when the price is sudt the quantity demanded by
consumers is correctly balanced by the quantityfthras wish to supply. In this situation, the merk

clears.

Changes in market equilibrium: Practical uses of supply and demand analysis aiater on the
different variables that change equilibrium pricg guantity, represented as shifts in the respectiv
curves. Comparative statics of such a shift triéoeffects from the initial equilibrium to the new

equilibrium.

Demand curve shifts

When consumers increase the quantity demaatiadjiven priceit is referred to as ancrease in
demand Increased demand can be represented on the @gaphk curve being shifted to the right. At
each price point, a greater quantity is demandgétpan the initial curvél to the new curv®?2. In

the diagram, this raises the equilibrium price fi@into the higheP2. This raises the equilibrium
qguantity fromQL to the highef®. A movement along the curve is described as antphan the
quantity demanded" to distinguish it from a "chamgdemand,” that is, a shift of the curve. thesie h
been arincreasein demand which has caused an increase in (equiti) quantity. The increase in
demand could also come from changing tastes ahibfas incomes, price changes in
complementary and substitute goods, market expeatatand number of buyers. This would cause
the entire demand curve to shift changing the dxitilm price and quantity. Note in the diagram that

BHM303/HTS604: Marketing Services

Page 14



the shift of the demand curve, by causing a nevilibgum price to emerge, resulted inovement
alongthe supply curve from the point {Q@,) to the point (Q P,).

If the demand decreasgthen the opposite happens: a shift of the cuntbe left. If the demand
starts aD2, anddecreases$o D1, the equilibrium price will decrease, and the Bim quantity
will also decrease. The quantity supplied at eaidefis the same as before the demand shift,
reflecting the fact that the supply curve has hifted; but the equilibrium quantity and price are
different as a result of the change (shift) in dedha

Supply curve shifts

When technological progress occurs, the supplyecshvfts. For example, assume that someone
invents a better way of growing wheat so that the& of growing a given quantity of wheat decreases.
Otherwise stated, producers will be willing to slypmore wheat at every price and this shifts the
supply curveS1 outward, taS2—anincrease in supplyThis increase in supply causes the
equilibrium price to decrease froRi to P2. The equilibrium quantity increases fradph to (2 as
consumers move along the demand curve to the nger lprice. As a result of a supply curve shift,
the price and the quantity move in opposite diogdi If the quantity suppliedecreasesthe opposite
happens. If the supply curve start$at and shifts leftward t&1, the equilibrium price will increase
and the equilibrium quantity will decrease as comsts move along the demand curve to the new
higher price and associated lower quantity demantieel quantity demanded at each price is the
same as before the supply shift, reflecting thetfaat the demand curve has not shifted. But due to
the change (shift) in supply, the equilibrium quiyrdnd price have changed.

The movement of the supply curve in response tuaage in a non-price determinant of supply is
caused by a change in the y-intercept, the constemtof the supply equation. The supply curve
shifts up and down the y axis as non-price deteaniof demand change.

Economics

Microeconomics (from Greek prefix mikro- meaningna!" and economics) is a branch of
economics that studies the behavior of individaald small impacting organizations in making
decisions on the allocation of limited resources (scarcity). Macroeconomics (from the Greek
prefix makro- meaning "large" and economics), andther hand, is a branch of economics dealing
with the performance, structure, behavior, andgieaimaking of an economy as a whole, rather than
individual markets.

The modern field of microeconomics arose as antaffmeoclassical economics school of thought to
put economic ideas into mathematical mode. It bégadime 19th century debates surrounding the
works of Antoine Augustine Cournot, William Stanlégvons, Carl Menger, Léon Walras, this period
is usually denominated as the Marginal Revolutiéirecurring theme of these debates was the
contrast between the Labor theory of value andiligective theory of value, the former being
associated with classical economists such as AdaithSDavid Ricardo and Karl Marx (Marx was a
contemporary of the marginalists).

Alfred Marshall in his Principles of Economics (I89presented a possible solution to this problem,
using the supply and demand model. Marshall's édaalving the controversy was that the demand
curve could be derived by aggregating individualstoner demand curves, which were themselves
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based on the consumer problem of maximizing utilitye supply curve could be derived by
superimposing a representative firm supply cureesife factors of production and then market
equilibrium would be given by the intersection efhehnd and supply curves. He also introduced the
notion of different market periods: mainly Long rand short run. This set of ideas gave way to what
economists call perfect competition, now foundhie standard microeconomics texts, even though
Marshall himself was highly skeptical it could bs&ed as general model of all markets.

Opposed to the model of perfect competition, soradats of imperfect competition were proposed:

The monopoly model, already considered by marghattonomists, describes a profit
maximizing capitalist facing a market demand cumith no competitors, who may practice
price discrimination.

Oligopoly is a market form in which a market orustty is dominated by a small number of
sellers. The oldest model was the duopoly of Cauf®38). It was criticized by Harold
Hotelling for its instability, by Joseph Bertrarat facking equilibrium for prices as
independent variables. Hotelling built a model @rket located over a line with two sellers
in each extreme of the line, in this case maxingzprofit for both sellers leads to a stable
equilibrium. From this model also follows that iBaller is to choose the location of his store
so as to maximize his profit, he will place hisretthe closest to his competitor: "the sharper
competition with his rival is offset by the greatermber of buyers he has an advantage". He
also argues that clustering of stores is wasteduhfthe point of view of transportation costs
and that public interest would dictate more spaligersion.

Monopolistic competition is a type of imperfect quetition such that many producers sell
products that are differentiated from one anotbey. (by branding or quality) and hence are
not perfect substitutes. In monopolistic competitia firm takes the prices charged by its
rivals as given and ignores the impact of its owogs on the prices of other firms. The
"founding father" of the theory of monopolistic cpetition is Edward Hastings Chamberlin,
who wrote a pioneering book on the subj@tteory of Monopolistic Competitiqda933).

Joan Robinson published a bobike Economics of Imperfect Competitisith a comparable
theme of distinguishing perfect from imperfect catifion. Chamberlin defined monopolistic
competition as, "...challenge to traditional viewpaf economics that competition and
monopoly are alternatives and that individual Biaee to be explained in terms of one or the
other." He continues, "By contrast it is held thmtst economic situations are composite of
both competition and monopoly, and that, wherekisris the case, a false view is given by
neglecting either one of the two forces and regarthe situation as made up entirely of the
other."

William Baumol provided in his 1977 paper the catriormal definition of a natural monopoly
where “an industry in which multiform productionn®ore costly than production by a monopoly”.
Baumol defined a contestable market in his 1982pap a market where "entry is absolutely free
and exit absolutely costless”, freedom of entr@tigler sense: the incumbent has no cost
discrimination against entrants. He states thatngestable market will never have an economic profi
greater than zero when in equilibrium and the dgpilm will also be efficient. According to Baumol
this equilibrium emerges endogenously due to thereaf contestable markets, that is the only
industry structure that survives in the long ruthis one which minimizes total costs. This is in
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contrast to the older theory of industry structsirece not only industry structure is not exogenpusl
given, but equilibrium is reached without add hgpdthesis on the behavior of firms, say using
reaction functions in a duopoly. He concludes tiyegp commenting that regulators that seek to
impede entry and/or exit of firms would do betnbt interfere if the market in question resembles
contestable market.

Fig 1.06: Used cars market: due to presence of dinmehtal asymmetrical information between seller
and buyer the market equilibrium is not efficientthe language of economists it is a market failur

Around the 1970s the study of market failures cantefocus with the study of information
asymmetry. In particular three authors emerged ftumperiod: Akerlof, Spence, and Stiglitz.
Akerlof considered the problem of bad quality adniging good quality cars out of the market in his
classic “The Market for Lemons” (1970) becausehefpresence of asymmetrical information
between buyers and sellers. Michael Spence explaima signaling was fundamental in the labour
market, because since employers can't know befodelvlich candidate is the most productive, a
college degree becomes a signaling device thataufses to select new personnel.

C. B. Macpherson identifies an underlying modethaf market underlying Anglo-American liberal-
democratic political economy and philosophy in skgenteenth and eighteenth centuries: persons are
cast as self-interested individuals, who enter amotractual relations with other such individuals,
concerning the exchange of goods or personal digmcast as commodities, with the motive of
maximizing pecuniary interest. The state and iteegeance systems are cast as outside of this
framework. This model came to dominant economickinig in the later nineteenth century, as
economists such as Ricardo, Mill, Jevons, Walraslater neo-classical economics shifted from
reference to geographically located marketplacestabstract "market”. This tradition is continued
in contemporary neoliberalism, where the markéilsl up as optimal for wealth creation and human
freedom, and the states' role imagined as miniredyced to that of upholding and keeping stable
property rights, contract, and money supply. Acoaydo David Harvey, this allowed for boilerplate
economic and institutional restructuring underdtital adjustment and post-Communist
reconstruction. Similar formalism occurs in a widgiety of social democratic and Marxist
discourses that situate political action as antegiorto the market. In particular, commodification
theorists such as Gyorgy Lukacs insist that mardations necessarily lead to undue exploitation of
labour and so need to be opposed in toto.

A central theme of empirical analyses is the vamaand proliferation of types of markets since the
rise of capitalism and global scale economies. Rbgulation school stresses the ways in which
developed capitalist countries have implementegingrdegrees and types of environmental,
economic, and social regulation, taxation and pupiending, fiscal policy and government
provisioning of goods, all of which have transfodmearkets in uneven and geographical varied ways
and created a variety of mixed economies.
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Fig 1.07:A coal power plant iiDatteln Emissions trading or cap and trade is arket-based
approach used to control pollution by providing Bomic incentives for achieving reductions in
emissions of pollutants.

CHECK YOUR PROGRESS

What is meant by “microeconomics” and “macroecorahand what is the difference in the
concepts?

Explain the contribution of Alfred Marshall in tfield of economic:

How asymmetry in information availability may leadmarket failure where “bad quality” hote
may outsell the “good” quality one

How does a college degree in hospitality can s a ‘signalling” device in selection of person:
hotels?

Drawing on concepts of institutional variance ipath dependencearieties of capitalism theoris
(such as Peter Hall arizavid Soskic) identify two dominant modes of economic orderimghe
developed capitalist countries, "coordinatedket economies" such as Germany and Japan, a
Anglo-American "liberal market economies”. However, sapproaches imply that the An-
American liberal market economies, in fact, openat@ matter close to the abstract notion of '
market". While AngloAmerican countries have seen increasing introdaafmec-liberal forms of
economic ordering, this has not led to simple cogerece, but rather a variety of hybrid institutib
orderings. Rather, a variety of new markets haverged, such as ficarbon tradin or rights to
pollute. In some cases, such as emerging marketgatter, different forms cprivatizatior of
different aspects of previously state run infrastiiee have created hybrid priv-public formations
and graded degrees of commodification, commereitdin, and privatizatio

Marketing
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Fig 1.08: Perceptual mapping Is a dlagra?’n*?ﬁ%ﬁ%mque used by marketers that attempts to
visually display the perceptions of customers deptal customers. Typically the position of a
product, product line, brand, or company is disgdyelative to their competition.

The marketing management school, evolved in tleel@60s and early 1960s, is fundamentally
linked with the marketing mix framework, a busingss used in marketing and by marketers. In his
paper "The Concept of the Marketing Mix", Neil HoriBlen reconstructed the history of the term
"marketing mix". He started teaching the term afteiassociate, James Culliton, described the fole o
the marketing manager in 1948 as a "mixer of ingrgd"; one who sometimes follows recipes
prepared by others, sometimes prepares his owperasi he goes along, sometimes adapts a recipe
from immediately available ingredients, and at otitaes invents new ingredients no one else has
tried. The marketer E. Jerome McCarthy proposemias classification (Product, Price, Promotion,
Place) in 1960, which has since been used by nask#troughout the world. Robert F. Lauterborn
proposed a four Cs classification (Consumer, PRcemotion, Place) in 1990 which is a more
consumer-oriented version of the four Ps that giterto better fit the movement from mass
marketing to niche marketing. Koichi Shimizu propds 7Cs Compass Model (corporation,
commodity, cost, communication, channel, consugiszymstances) to provide a more complete
picture of the nature of marketing in 1981.

Businesses market their products/services to afgpsegments of consumers. The defining factors
of the markets are determined by demographicsgsite and age/gender. A form of expansion is to
enter a new market and sell/advertise to a diftesenof users.

CHECK YOUR PROGRESS

What is meant by “Marketing Mix”?
What are the four P’s according to McCarthy?

What are the four Cs in classification accordingaaterborn?
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What are the seven Cs in Shimizu’s compass model?
What would be the four Ps as applied to Hotel itrg@s
Describe how we may apply the 4Cs classificatiothéhospitality sector.

Apply 7Cs compass model to the hotel industry aqudiaén its implications.

Mathematical modeling

Although arithmetic has been used since the beginoi civilization to set prices, it was not uritie
19th century that more advanced mathematical tzegsn to be used to study markets in the form of
social statistics. More recent techniques includlgriess intelligence, data mining and marketing
engineering.

Size parameters

Market sizecan be given in terms of the number of buyerssatiérs in a particular market or in
terms of the total exchange of money in the magde&tgerally annually (per year). When given in
terms of money, market size is often termeatket valuebut in a sense distinct from market value of
individual products. For one and the same goodsetay be different (and generally increasing)
market values at the production level, the whokegalel and the retail level. For example, the
production price of onion may be Rs3 per kg while/aolesale level it may reach Rs10 per kg and
the retail market may sell at Rs 40 per kg. Thelpction of onion in 2014 in India was 19.4 million
tonnes. You may calculate the market size at promiyovholesale and retail level.

1.04 MARKETING AS A SCIENCE

Marketing is the study and management of exchange relaijmmshhe American Marketing
Association has defined marketing as "the actiggt,of institutions, and processes for creating,
communicating, delivering, and exchanging offeritiggt have value for customers, clients, partners,
and society at large."

Marketing is used to create, keep and satisfy tiséomer. With the customer as the focus of its
activities, it can be concluded that Marketing i @f the premier components of Business
Management - the other being Innovation. Otherises and management activities such as
Operations (or Production), Human Resources, Adoogin_aw and Legal aspects can be "bought
in" or "contracted out".

Definition

Marketing is defined by the American Marketing Asstion as'the activity, set of institutions, and
processes for creating, communicating, deliveramg] exchanging offerings that have value for
customers, clients, partners, and society at largehe term developed from the original meaning
which referred literally to going to a market toylar sell goods or services. Sales process
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engineering views marketing & set of processes that are interconnected aretdieppendent with
other functions,whose methods can be improved using a varietglafively new approaches.”

The Chartered Institute of Marketing defines marigeas'the management process responsible for
identifying, anticipating and satisfying customeguirements profitably."A similar concept is the
value-based marketing which states the role of etarg to contribute to increasing shareholder
value. In this context, marketing can be defingtttee management process that seeks to maximise
returns to shareholders by developing relationshifit valued customers and creating a competitive
advantage.”

Marketing practice tended to be seen as a creatiestry in the past, which included advertising,
distribution and selling. However, because the agad study of marketing makes extensive use of
social sciences, psychology, sociology, mathematimsnomics, anthropology and neuroscience, the
profession is now widely recognized as a scieratlwing numerous universities to offer Master-of-
Science (MSc) programme$he overall process starts with marketing reseanchgoes through
market segmentation, business planning and execuwiaing with pre and post-sales promotional
activities. It is also related to many of the creatirts. The marketing literature is also adepeat
inventing itself and its vocabulary according te ttmes and the culture.

The marketing concept

The term 'marketing concept' pertains to the furetatal premise of modern marketing. This concept
proposes that in order to satisfy the organizatiobgctives, an organization should anticipate the
needs and wants of consumers and satisfy theseefieotively than competitors. Marketing and
marketing concepts are directly related.

Marketing orientations

An orientation, in the marketing context, relatesitperception or attitude a firm holds towards its
product or service, essentially concerning consaraad end-users. There exist several common
orientations:

CHECK YOUR PROGRESS

What is the definition of Marketing as per Ameriddarketing Association? Elaborate
Explain what is meant by ‘marketing concept’.

What is meant by ‘Marketing orientation’ of a firm?

Product orientation

A firm employing a product orientation is mainlynmerned with the quality of its own product. A
firm would also assume that as long as its produast of a high standard, people would buy and
consume the product.
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This works most effectively when the firm has gansights about customers and their needs and
desires, as for example in the case of Sony Walkenapple iPod, whether these derive from
intuitions or research.

Sales orientation

A firm using a sales orientation focuses primaoifythe selling/promotion of a particular productda
not determining new consumer desires as such. Goaesdy, this entails simply selling an already
existing product, and using promotion techniqueattain the highest sales possible.

Such an orientation may suit scenarios in whidma iolds dead stock, or otherwise sells a product
that is in high demand, with little likelihood ofi@nges in consumer tastes diminishing demand.

Production orientation

A firm focusing on a production orientation speies in producing as much as possible of a given
product or service. Thus, this signifies a firm lexjng economies of scale, until the minimum
efficient scale is reached.

A production orientation may be deployed when & ligmand for a product or service exists,
coupled with a good certainty that consumer tagtesot rapidly alter (similar to the sales
orientation).

Marketing orientation

The marketing orientation is perhaps the most comar@ntation used in contemporary marketing.
It involves a firm essentially basing its marketjplgns around the marketing concept, and thus
supplying products to suit new consumer tastes.

As an example, a firm would employ market resetoauge consumer desires, use R&D to develop
a product attuned to the revealed information, thed utilize promotion techniques to ensure persons
know the product exists. The marketing orientatfien has three prime facets, which are:

Customer orientation

A firm in the market economy can survive by prodigcgoods that persons are willing and able to
buy. Consequently, ascertaining consumer demavithidor a firm's future viability and even
existence as a going concern.

Organizational orientation

In this sense, a firm's marketing department isroffieen as of prime importance within the functiona
level of an organization.

Information from an organization's marketing depeit would be used to guide the actions of other
department's within the firm. As an example, a raing department could ascertain (via marketing
research) that consumers desired a new type otiptoor a new usage for an existing product. With
this in mind, the marketing department would infdlra R&D department to create a prototype of a
product/service based on consumers' new desires.

The production department would then start to martufe the product, while the marketing
department would focus on the promotion, distritmitipricing, etc. of the product. Additionally, a
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firm's finance department would be consulted, witspect to securing appropriate funding for the
development, production and promotion of the préduc

Inter-departmental conflicts may occur, shouldra fadhere to the marketing orientation. Production
may oppose the installation, support and serviofngew capital stock, which may be needed to
manufacture a new product. Finance may opposesthered capital expenditure, since it could
undermine a healthy cash flow for the organization.

Mutually beneficial exchange

In a transaction in the market economy, a firm gagvenue, which thus leads to more profits/market
share/sales. A consumer on the other hand gairsatisfaction of a need/want, utility, reliabiliyd
value for money from the purchase of a produceovise. As no one has to buy goods from any one
supplier in the market economy, firms must enticestimers to buy goods with contemporary
marketing ideals.

The Four Ps

In the early 1960s, Professor Neil Borden at HahBusiness School identified a number of

company performance actions that can influencednsumer decision to purchase goods or services.
Borden suggested that all those actions of the aompepresented a “Marketing Mix”. Professor E.
Jerome McCarthy, at the Michigan State Universitthie early 1960s, suggested that the Marketing
Mix contained 4 elements: product, price, place puaenotion.

Product

The product aspects of marketing deal with theifipations of the actual goods or services, and how
it relates to the end-user's needs and wants. ddpeof a product generally includes supporting
elements such as warranties, guarantees, and suppor

Pricing
This refers to the process of setting a price fpraauct, including discounts. The price need mot b

monetary; it can simply be what is exchanged fergroduct or services, e.g. time, energy, or
attention. Methods of setting prices optimally er¢éhe domain of pricing science.

CHECK YOUR PROGRESS

What happens when a hotel has Product orientasiats aperational philosophy?
What happens when a hotel has Sales orientatiis egerational philosophy?
What happens when a hotel has Production orientasdts operational philosophy?
What happens when a hotel has Marketing orientaisoits operational philosophy?
What happens when a hotel has Customer orientasiats operational philosophy?

What happens when a hotel has Organisational atientas its operational philosophy?
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Placement (or distribution)

This refers to how the product gets to the custpfoeexample, point-of-sale placement or retailing
This third P has also sometimes been cédMede referring to the channel by which a product or
service is sold (e.g. online vs. retail), which gphic region or industry, to which segment (young
adults, families, business people), etc. also n@fgto how the environment in which the product is
sold in can affect sales.

Promotion

This includes advertising, sales promotion, inahgdoromotional education, publicity, and personal
selling. Branding refers to the various methodpromoting the product, brand, or company.

These four elements are often referred to as thikatiag mix, which a marketer can use to craft a
marketing plan.

Criticism of the Four P-Model

Morgan, inRiding the Waves of Chan{#ossey-Bass, 1988), suggests that one of theegtea
limitations of the 4 Ps approach "is that it unaossly emphasizes the inside—out view (looking
from the company outwards), whereas the essenoaiideting should be the outside—in approach".

Some authors suggest extensions of the 4P modeh{dely shared by academic researchers and in
need of further verification):

Industrial or B2B marketing would need to accountthe long term contractual agreements that
are typical in supply chain transactions. Relatigmsnarketing attempts to do this by looking
at marketing from a long term relationship perspeatather than individual transactions.

Services marketing would need to account for thquennature of services. In order to recognize
the different aspects of sellisgrvices as opposed tBroducts, some authors advocate
Seven Ps for service industri€spcess- the way in which orders are handled, customess a
satisfied and the service is deliverBthysical Evidence- is tangible evidence of the service
customers will receive (for example a holiday brare). People- the people meeting and
dealing with the customers.

Some authors cite a further P - Packaging - thiisasght by many to be part of Product, but in
certain markets (Japan, China for example) and edttain products (perfume, cosmetics)
the packaging of a product has a greater importantgybe even than the product itself.

CHECK YOUR PROGRESS

Explain the concept d?rocess Physical EvidenceandPeople(as envisaged in extended 7P
Model) as may be used for Tourism industry.

Explain the concept d?rocess Physical EvidenceandPeople(as envisaged in extended 7P
Model) as may be used for Hotel industry.
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Elaborate how the conceptBackagingmay be used in context of marketing in Hotel indus

Elaborate how the conceptB&ckagingmay be used in context of marketing in Tourism
industry.

The marketing environment

The term "marketing environment" relates to althad factors (whether internal, external, direct or
indirect) that affect a firm's marketing decisiomkimg/planning. A firm's marketing environment
consists of three main areas, which are:

The macro-environment, over which a firm holdgdittontrol
The micro-environment, over which a firm holds eajer amount (though not necessarily total)
control

The macro-environment

A firm's marketing macro-environment consists obaety of external factors that manifest on a
large (or macro) scale. These are typically econpsdacial, political or technological phenomena. A
common method of assessing a firm's macro-envirohiseria a PESTLE (Political, Economic,
Social, Technological, Legal, Ecological) analy¥isthin a PESTLE analysis, a firm would analyze
national political issues, culture and climate, kegcroeconomic conditions, health and indicators
(such as economic growth, inflation, unemploymett,), social trends/attitudes, and the nature of
technology's impact on its society and the busipessesses within the society.

The micro-environment

A firm's micro-environment comprises factors pegtinto the firm itself, or stakeholders closely
connected with the firm or company.

A firm's micro-environment typically spans:

Customers/consumers
Employees

Suppliers

The Media

By contrast to the macro-environment, an orgaropatiolds a greater degree of control over these
factors.

Marketing research

Marketing research is a systematic process of aimgj\data which involves conducting research to
support marketing activities, and the statistin&lipretation of data into information. This
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information is then used by managers to plan manfetctivities, gauge the nature of a firm's
marketing environment and to attain informatiomirsuppliers.

A distinction should be made betweamarketingresearch ancharketresearch. Market research
pertains to research in a given market. As an el@ragdirm may conduct research in a target market,
after selecting a suitable market segment. In eshitmarketing research relates to all research
conducted within marketing. Market research istasstiof marketing research.

Marketing researchers use statistical methods (@scfuantitative research, qualitative research,
hypothesis tests, Chi-square tests, linear regnessorrelation coefficients, frequency distribuso
Poisson and binomial distributions, etc.) to intetpheir findings and convert data into informatio

The Marketing Research Process

Marketing research spans a number of stages, dimgju

Define the problem

Develop a research plan

Collect the data

Interpret data into information

Disseminate information formally in the form ofeport

Market segmentation

Market segmentation consists of taking the tot&togeneous market for a product and dividing it
into several sub-markets or segments, each of wibius to be homogeneous in all significant
aspects.

The purposes of market segmentation

Market segmentation is conducted for two main psegpincluding:

A better allocation of a firm's finite resources
To better serve the more diversified tastes ofampbrary Western consumers

A firm only possesses a certain amount of resouesordingly, it must make choices (and
appreciate the related costs) in servicing spegificips of consumers.

Moreover, with more diversity in the tastes of mwmdeonsumers, firms are taking noting the benefit
of servicing a multiplicity of new markets.

Overview of segmentation process

Segmentation can be defined in terms of the STéhgor, meaning Segment, Target, Position.
Segment

Segmentation involves the initial splitting up aihsumers into persons of like needs/wants/tastes.

Four commonly used criteria are used for segmemtatvhich include:
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« Geographical (a country, region, city, town, etc.)

« Psychographic(e.g. personality traits or character traits whidluence consumer
behaviour)

- Demographic(e.g. age, gender, socio-economic class, education

- Behavioural (e.g. brand loyalty, usage rate, etc.)

Target

Once a segment has been identified, a firm mustrasc whether the segment is beneficial for them
to service.

TheDAMP acronym (meaning Discernable, Accessible, Measeiiid Profitable) are used as
criteria to gauge the viability of a target markeAMP is explained in further detail below:

- - Discernable- how a segment can be differentiated from otbgnents.

- Accessible- how a segment can be accessed via Marketing @aomsations produced by a
firm

« -Measurable- can the segment be quantified and its size ohined?

- Profitable - can a sufficient return on investment be athiinem a segment's servicing?

The next step in the targeting process is the lefvdifferentiation involved in a segment serving.
Three modes of differentiation exist, which are cownly applied by firms. These are:

Undifferentiated - where a company produces a like product foofadl market segment
Differentiated - in which a firm produced slight modificationsaproduct within a segment
Niche - in which an organisation forges a product tisgat specialised target market

Position
Positioningconcerns how to position a product in the mindsasfsumers.

A firm often performs this by producing a perceptmap, which denotes products produced in its
industry according to how consumers perceive fhréte and quality. From a product's placing on the
map, a firm would tailor its marketing communicatdao suit meld with the product's perception
among consumers.

Marketing communications

Marketing communications is defined by actionsrafiakes to communicate with end-users,
consumers and external parties. Marketing commtinitmencompasses four distinct subsets, which
are:

PERSONAL SALES

Oral presentation given by a salesperson who apbesandividuals or a group of potential
customers:

Live, interactive relationship
Personal interest
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Attention and response
Interesting presentation
Clear and thorough.

SALES PROMOTION

Short-term incentives to encourage buying of prégluc

Instant appeal
Anxiety to sell

An example is coupons or a sale. People are givemcantive to buy, but this does not build
customer loyalty or encourage future repeat buysiafor drawback of sales promotion is that it is
easily copied by competition. It cannot be used agstainable source of differentiation.

PUBLIC RELATIONS

Public Relations (or PR, as an acronym) is theofiseedia tools by a firm in order to promote
goodwill from an organization to a target markegraent, or other consumers of a firm's
good/service. PR stems from the fact that a firrmoaseek to antagonize or inflame its market base,
due to incurring a lessened demand for its goodtserOrganizations undertake PR in order to
assure consumers, and to forestall negative péoosgbwards it.

PR can span:
e Interviews

» Speeches/Presentations
« Corporate literature, such as financial statemdmtshures, etc.

PUBLICITY

Publicity involves attaining space in media, withbaving to pay directly for such coverage. As an
example, an organization may have the launch @waproduct covered by a newspaper or TV hews
segment. This benefits the firm in question sinég inaking consumers aware of its product, without
necessarily paying a newspaper or television stati@over the event.

Advertising

Advertising occurs when a firm directly pays a naeclhannel to publicize its product. Common
examples of this include TV and radio advertspbiflrds, branding, sponsorship, etc.

Marketing communications "mix"

Marketing communications is a "sub-mix" within tReomotion aspect of the marketing mix, as the
exact nature of how to apply marketing communicegtidepends on the nature of the product in
guestion.
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Accordingly, a given product would require a unig@enmunications mix, in order to convey
successfully information to consumers. Some praduonzty require a stronger emphasis on personal
sales, while others may need more focus on adweytis

Marketing Planning

The area of marketing planning involves forgindangdor a firm's marketing activities. A marketing
plan can also pertain to a specific product, a$ agto an organisation's overall marketing stiyateg

Generally speaking, an organisation's marketingnptay process is derived from its overall business
strategy. Thus, when top management are devisenfirth's strategic direction/mission, the intended
marketing activities are incorporated into thispla

Marketing Planning Process

Within the overall strategic marketing plan, thegets of the process are listed as thus:

Mission Statement

Corporate Objectives

Marketing Audit

SWOT (Strengths, Weaknesses, Opportunities, ThHraatdysis
Assumptions arising from the Audit and SWOT analysi
Marketing objectives derived from the assumptions

An estimation of the expected results of the objest
Identification of alternative plans/mixes

Budgeting for the marketing plan

A first-year implementation program

Levels of marketing objectives within an organizatn

As stated previously, the senior management ofaiould formulate a general business strategy for
a firm. However, this general business strategyldvbe interpreted and implemented in different
contexts throughout the firm.

Corporate

Corporate marketing objectives are typically brbaded in nature, and pertain to the general vision
of the firm in the short, medium or long-term.

As an example, if one pictures a group of compafuea conglomerate), top management may state
that sales for the group should increase by 25% @wen-year period.

Strategic business unit

Strategic business unit (SBU), in this case, msetmasegic business unit. An SBU is a subsidiary
within a firm, which participates within a given rkat/industry. The SBU would embrace the
corporate strategy, and attune it to its own paldicindustry. For instance, an SBU may partake in
the sports goods industry. It thus would ascettaiv it would attain additional sales of sports gnod
in order to satisfy the overall business strategy.

Functional
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The functional level relates to departments withim SBUs, such as marketing, finance, HR,
production, etc. The functional level would addp SBU's strategy and determine how to
accomplish the SBU's own objectives in its market.

To use the example of the sports goods industrinatiee marketing department would draw up
marketing plans, strategies and communication&lip the SBU achieve its marketing aims.

Product Life Cycle

TheProduct Life Cycle(or PLC, for short) is a tool used by marketing manageigauge the
progress of a product, especially relating to ¢edgenue accrued over time. The PLC is based on a
few key assumptions, including:

- A given product would possess an Introductiorgv@h, Maturity and Decline stage. - No product
lasts perpetually on the market. - A firm must eoyadiffering strategies, according to where a
product is on the PLC.

Introduction

In this stage, a product is launched onto the ntaflestimulate growth of sales/revenue, use of
advertising may be high, in order to heighten awess of the product in question.

Growth

The product's sales/revenue is increasing, whichstimulate more marketing communications to
sustain sales. More entrants enter into the matdikegap the apparent high profits that the ingustr
producing.

Maturity

A product's sales start to level off, and an insmggnumber of entrants to a market produce price
falls for the product. Firms may utilise sales podions to raise sales.

Decline

Demand for a good begins to taper off, and the firay opt to discontinue manufacture of the
product. This is so, if revenue for the product esrfrom efficiency savings in production, over
actual sales of a good/service. However, if a pcbdarvices a niche market, or is complementary to
another product, it may continue manufacture ofpiteeluct, despite a low level of sales/revenue
being accrued.

Customer focus

Many companies today have a customer focus (oreharkentation). This implies that the company
focuses its activities and products on consumeragelsr Generally there are three ways of doing this:
the customer-driven approach, the sense of idemgjfjnarket changes and the product innovation
approach.

In the consumer-driven approach, consumer wantthardrivers of all strategic marketing decisions.
No strategy is pursued until it passes the tesbnSumer research. Every aspect of a market offerin
including the nature of the product itself, is @rnvoy the needs of potential consumers. The sgartin

point is always the consumer. The rationale fa #pproach is that there is no point spending R&D
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funds developing products that people will not bdistory attests to many products that were
commercial failures in spite of being technologissdakthroughs.

A formal approach to this customer-focused markgisrknown as SIVA (Solution, Information,
Value, Access). This system is basically the faurdhamed and reworded to provide a customer
focus.

The SIVA Model provides a demand/customer ceneison alternative to the well-known 4Ps
supply side model (product, price, place, promgtafmmarketing management.

Product — Solution

Promotion— Information

Price — Value

Placement— Access

Product focus

In a product innovation approach, the company mgguoduct innovation, then tries to develop a
market for the product. Product innovation drives process and marketing research is conducted
primarily to ensure that profitable market segm&nekist for the innovation. The rationale is that
customers may not know what options will be avadab them in the future so we should not expect
them to tell us what they will buy in the futureowever, marketers can aggressively over-pursue
product innovation and try to overcapitalize oricgha. When pursuing a product innovation
approach, marketers must ensure that they haveea\and multi-tiered approach to product
innovation. It is claimed that if Thomas Edison €eged on marketing research he would have
produced larger candles rather than inventing lighlbs. Many firms, such as research and
development focused companies, successfully foosygaduct innovation. Many purists doubt
whether this is really a form of marketing oriergatat all, because of the ex post status of coesum
research. Some even question whether it is martketin

An emerging area of study and practice concermesriat marketing, or how employees are
trained and managed to deliver the brand in a Walydositively impacts the acquisition and
retention of customers (employer branding).

Diffusion of innovations research explores how amy people adopt new products, services and
ideas.

A relatively new form of marketing uses the Intdraed is called Internet marketing or more
generally e-marketing, affiliate marketing, desksmvertising or online marketing. It tries to
perfect the segmentation strategy used in traditiorarketing. It targets its audience more
precisely, and is sometimes called personalizedetiag or one-to-one marketing.
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With consumers' eroding attention span and willeggmto give time to advertising messages,
marketers are turning to forms of permission mankesuch as branded content, custom
media and reality marketing.

The use of herd behavior in marketing.

The Economisteported a recent conference in Rome on the dubfjélee simulation of
adaptive human behavior. It shared mechanismitease impulse buying and get people
"to buy more by playing on the herd instinct." Thesic idea is that people will buy more of
products that are seen to be popular, and sewedback mechanisms to get product
popularity information to consumers are mentiomeduding smart-cart technology and the
use of Radio Frequency Identification Tag techngldg"swarm-moves" model was
introduced by a Florida Institute of Technologyeasher, which is appealing to
supermarkets because it can "increase sales witheuieed to give people discounts.”

Marketing is also used to promote business' predamtl is a great way to promote the business.

Other recent studies on the "power of social infae?' include an "artificial music market in
which some 14,000 people downloaded previously amknsongs" (Columbia University,
New York); a Japanese chain of convenience stohéshwverders its products based on "sales
data from department stores and research compaaibfassachusetts company exploiting
knowledge of social networking to improve saleg] anline retailers who are increasingly
informing consumers about "which products are papwith like-minded consumers” (e.g.,
Amazon, eBay).

CHECK YOUR PROGRESS

What is meant by marketing environment? What agdlthee areas which comprise marketing
environment?

What is meant by marketing research?

Explain the concept of market segmentation.

What is meant by DAMP in context of gauging vidilbf target market?

What is the importance of ‘positioning’ in conteftmarketing.

What is the meaning of marketing communication? aivlaire the distinct subsets in it?
What is the concept of Advertisement?

Explain the concept of Marketing Planning.

What is meant by product life cycle?

Explain customer focus in respect of market origorna

BHM303/HTS604: Marketing Services Page 32



What is the SIVA model in respect of the 4P sumide model?

1.05 MARKETING MANAGEMENT

Marketing managementis the organizational discipline which focusedioam practical application of
marketing orientation, techniques and methods énsiterprises and organizations and on the
management of a firm's marketing resources anditesi.

Structure

Marketing management employs tools from economdscampetitive strategy to analyze the
industry context in which the firm operates. Thiggdude Porter's five forces, analysis of strategic
groups of competitors, value chain analysis andrathDepending on the industry, the regulatory
context may also be important to examine in detail.

In competitor analysis, marketers build detaileafifes of each competitor in the market, focusimg o
their relative competitive strengths and weakneasiegy SWOT analysis. Marketing managers will
examine each competitor's cost structure, sourfogebts, resources and competencies, competitive
positioning and product differentiation, degreevefftical integration, historical responses to irdus
developments, and other factors.

Marketing management often conduct market researdimarketing research to perform marketing
analysis. Marketers employ a variety of technigoesonduct market research, but some of the more
common include:

Qualitative marketing research, such as focus gramga various types of interviews
Quantitative marketing research, such as statisicaeys

Experimental techniques such as test markets

Observational techniques such as ethnographici{@nebservation

Marketing managers may also design and overseeugenvironmental scanning and competitive
intelligence processes to help identify trends iafmrm the company's marketing analysis.

Brand audit

A brand audit is a thorough examination of a brsudrrent position in an industry compared to its
competitors and the examination of its effectiven&ghen it comes to brand auditing, five questions
should be carefully examined and assessed:

how well the business’ current brand strategy isking,

what the company's established resource strengtheeaknesses are,

what its external opportunities and threats are,

how competitive the business’ prices and costs are,

how strong the business’ competitive position imparison to its competitors is, and
what strategic issues are facing the business.

ourwNE
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When a business is conducting a brand audit, takig®o uncover business’ resource strengths,
deficiencies, best market opportunities, outsidedts, future profitability, and its competitive
standing in comparison to existing competitors.ranol audit establishes the strategic elements
needed to improve brand position and competitiy@bdities within the industry. Once a brand is
audited, any business that ends up with a stravagdial performance and market position is more
likely than not to have a properly conceived arfdatively executed brand strategy.

A brand audit examines whether a business’ shatteeaharket is increasing, decreasing, or stable. |
determines if the company’s margin of profit is noying, decreasing, and how much it is in
comparison to the profit margin of established cetitprs. Additionally, a brand audit investigates
trends in a business’ net profits, the return detieg investments, and its established economic
value. It determines whether or not the businesstesfinancial strength and credit rating is

improving or getting worse. This kind of audit akssesses a business’ image and reputation with its
customers. Furthermore, a brand audit seeks tondige whether or not a business is perceived as an
industry leader in technology, offering producservice innovations, along with exceptional
customer service, among other relevant issuestisidmers use to decide on a brand of preference.

A brand audit usually focuses on a business’ sthengnd resource capabilities because these are the
elements that enhance its competitiveness. A bssitgempetitive strengths can exist in several
forms. Some of these forms include skilled or perti expertise, valuable physical assets, valuable
human assets, valuable organizational assets,blalidangible assets, competitive capabilities,
achievements and attributes that position the legsimto a competitive advantage, and alliances or
cooperative ventures.

The basic concept of a brand audit is to determwimether a business’ resource strengths are
competitive assets or competitive liabilities. Ttyigse of audit seeks to ensure that a business
maintains a distinctive competence that allows huild and reinforce its competitive advantage.
What's more, a successful brand audit seeks tbledtavhat a business capitalizes on best, itd leve
of expertise, resource strengths, and strongespetitine capabilities, while aiming to identify a
business’ position and future performance.

Marketing strategy

Two customer segments are often selected as tdrgedsise they score highly on two dimensions:

1. The segment is attractive to serve because itde Jgrowing, makes frequent purchases, is
not price sensitive (i.e. is willing to pay highiqas), or other factors; and

2. The company has the resources and capabilitiesnipete for the segment's business, can
meet their needs better than the competition, anddo so profitably.

A commonly cited definition of marketing is simpiyneeting needs profitably".

The implication of selecting target segments i$ the business will subsequently allocate more
resources to acquire and retain customers in thhettaegment(s) than it will for other, non-targete
customers. In some cases, the firm may go so far tsn away customers who are not in its target
segment.The doorman at a swanky nightclub, for @@nmay deny entry to unfashionably dressed
individuals because the business has made a s$traexgjsion to target the "high fashion" segment of
nightclub patrons.
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In conjunction with targetim decisions, marketing managers will identify tlesidedpositioning they
want the company, product, or brand to occupy éntéinget customer's mind. 's positioning is often
an encapsulation of a key benefit the company'dymioor service offers that differentiatec and
superior to the benefits offered competitive products. For example, Volvas traditionally
positioned its products in treutomobilc market in North America in order to be perceivedhe
leader in "safety”, where&MW has traditionally positiorekits brand to be perceived as the lead:
"performance”.

Ideally, a firm's positioning can be maintainedoadong period of time because the comp
possesses, or can develop, some forsustainable competitive advantagéne positioning shoul
also be sufficiently relevant to the target segnseich that it will drive the purchasing behaviol
target customerg.o sum up,the marketing branch of a company istd @ith the selling an
popularity of its products amongople and its customers,as the central and evegoahlof a
company is customer satisfaction and the retuna\anue

Implementation planning

Leadi LIKELIHOOD OF OUTCOME
SAUng Adoption Rates

=
- Rate of Growth : Market

@ BUSINESS OUTCOME

Market Share
Lifetime Value

»s EFFICIENCY
f Campaign ROl
Program : People Ratio
Program : Total Spend
12345 Awareness : Demand Ratio
L. COUNTING
Activity- Preset Hits
based Click-through Rates

Fig 1.09: The Marketing Metrics Continuum provides a framewfor how to categorize metrics frc
the tactical to strategic.

If the company has obtained an adequate underaantlthe customer base and its own compet
position in the industry, marketing managers ate tdomake their own key strategic decisions
develop a marketing stratedgsigned to maximize tlirevenues and profitsf the firm. The selecte
strategy may aim for any of a variety of specifigeztives, including optimizing shterm unit
margins, revenue growtmarket shar, long-term profitability, or other goals.

After the firm's strategic objectives have beemidied, the target market selected, and the de:
positioning for the company, product or brand hesrbdetermined, marketing managers foct
how to best implement the chosen strategy. Tratwitlp, this has involved implementation plann
across the "4 Ps" ofproduct manageme, pricing (at what price et does a producer positior
product, e.g. low, medium or high price), places(titace or area where the products are going
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sold, which could be local, regional, countrywiddrdernational) (i.e. sales and distribution
channels), and Promotion.

Taken together, the company's implementation ceaceoss the 4 Ps are often described as the
marketing mix, meaning the mix of elements the fress will employ to "go to market" and execute
the marketing strategy. The overall goal for thekaang mix is to consistently deliver a compelling
value proposition that reinforces the firm's chopesitioning, builds customer loyalty and brand
equity among target customers, and achieves tmésfinarketing and financial objectives.

In many cases, marketing management will develmaiketing plan to specify how the company
will execute the chosen strategy and achieve tsgbss' objectives. The content of marketing plans
varies from firm to firm, but commonly includes:

« An executive summary

« Situation analysis to summarize facts and insightsed from market research and marketing
analysis

« The company's mission statement or long-term gfi@tgsion

- A statement of the company's key objectives, oftdrdivided into marketing objectives and
financial objectives

« The marketing strategy the business has chosetif\spg the target segments to be pursued
and the competitive positioning to be achieved

- Implementation choices for each element of the starg mix (the 4 Ps)

PROJECT PROCESS, AND VENDOR MANAGEMENT

More broadly, marketing managers work to designiammove the effectiveness of core marketing
processes, such as new product development, brandgeament, marketing communications, and
pricing. Marketers may employ the tools of busin@sxess reengineering to ensure these processes
are properly designed, and use a variety of provesmgement techniques to keep them operating
smoothly.

Effective execution may require management of barnal resources and a variety of external
vendors and service providers, such as the firdveréising agency. Marketers may therefore
coordinate with the company's Purchasing departoetthe procurement of these services. Under the
area of marketing agency management (i.e. workiitly @ternal marketing agencies and suppliers)
are techniques such as agency performance evalustiope of work, incentive compensation, RFx's
and storage of agency information in a supplicalase.

Reporting, measurement, feedback and control sgstem

Marketing management employs a variety of metoasi¢éasure progress against objectives. It is the
responsibility of marketing managers to ensurettheexecution of marketing programs achieves the
desired objectives and does so in a cost-efficieaniner.

Marketing management therefore often makes usarafus organizational control systems, such as
sales forecasts, and sales force and resellertimegmmograms, sales force management systems, and
customer relationship management tools (CRM). Seoftevare vendors have begun using the term
marketing operations managememnimarketing resource managemeatdescribe systems that
facilitate an integrated approach for controllingrieeting resources. In some cases, these effogts ma
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be linked to various supply chain management systeacth as enterprise resource planning (ERP),
material requirements planning (MRP), efficient samer response (ECR), and inventory
management systems.

International marketing management

Globalization has led some firms to market beydredidorders of their home countries, making
international marketing a part of those firms' nedirkg strategy. Marketing managers are often
responsible for influencing the level, timing, at@mposition of customer demand. In part, this is
because the role of a marketing manager (or sorastaalled managing marketer in small- and
medium-sized enterprises) can vary significantlggabon a business's size, corporate culture, and
industry context. For example, in a small- and medsized enterprises, the managing marketer may
contribute in both managerial and marketing openatiroles for the company brands. In a large
consumer products company, the marketing managgmawstaas the overall general manager of his or
her assigned product. To create an effective;affisient marketing management strategy, firms
must possess a detailed, objective understandititeofown business and the market in which they
operate. In analyzing these issues, the disciplimearketing management often overlaps with the
related discipline of strategic planning.

CHECK YOUR PROGRESS

What is meant by marketing management?

Explain the concept of brand audit.

Elaborate on Marketing Strategy.

Explain how planning done in Marketing Strateggxecuted.

Discuss Project, process and vendor management.

1.06 MARKETING MIX

The marketing mix' (also known as thé P9 is a foundation model in marketing. The marketimgy
has been defined as thaet of marketing tools that the firm uses to puitsienarketing objectives in
the target markét Thus the marketing mix refers to four broadelsvof marketing decision, namely:
product, price, promotion, and place. Marketinggtice has been occurring for millennia, but
marketing theory emerged in the early twentiethtuogm The contemporary marketing mix, or the 4
Ps, which has become the dominant framework foketeng management decisions, was first
published in 1960. In services marketing, an ed¢éermarketing mix is used, typically comprising
Ps made up of the original 4 Ps extended by progessple, and physical evidence. Occasionally
service marketers will refer ® Ps comprising these 7 Ps plus performance.
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In the 1990s, the model 4fCswas introduced as a more customer-driven replaceai¢he 4 Ps.
There are two theories based on 4 Cs: Lauterbér@'s consumercost communication
conveniencg and Shimizu's 4 Cs (commodity, cost, communicgtand channel).

Given the valuation of customers towards potemptiatiuct attributes (in any category, e.g. product,
promotion, etc.) and the attributes of the prodaotd by other companies, the problem of selecting
the attributes of a product to maximize the nundfeustomers preferring it is a computationally
intractable problem.

Emergence and growth of the marketing mix

The origins of the 4 Ps can be traced to the 184804. The first known mention of a mix has been
attributed to a Professor of Marketing at Harvardversity, Prof. James Culliton. In 1948, Culliton
published an article entitled@he Management of Marketing Costswhich Culliton describes
marketers as 'mixers of ingredients’. Some ye#es, I&ulliton's colleague, Professor Neil Borden,
published a retrospective article detailing thdyelistory of the marketing mix in which he claims
that he was inspired by Culliton's idea of 'mixeasd credits himself with popularising the conoafpt
the 'marketing mix'. According to Borden's accolmetused the term, ‘'marketing mix' consistently
from the late 1940s. For instance, he is knowratselused the term 'marketing mix' in his
presidential address given to the American Markefiesociation in 1953.

Although the idea of marketers as 'mixers of ingrets' caught on, marketers could not reach any
real consensus about what elements should be extindthe mix until the 1960s. The 4 Ps, in its
modern form, was first proposed in 1960 by E. JerdmeCarthy; who presented them within a
managerial approach that covered analysis, consbetavior, market research, market
segmentation, and planning. Phillip Kotler, popisked this approach and helped spread the 4 Ps
model. McCarthy's 4 Ps have been widely adoptely marketing academics and practitioners.

The prospect of extending the marketing mix fiogtkt hold at the inaugural AMA Conference
dedicated to Services Marketing in the early 19864, built on earlier theoretical works pointing to
many important limitations of the 4 Ps model. Trakellectively, the papers presented at that
conference indicate that service marketers wenkitlig about a revision to the general marketing
mix based on an understanding that services wedafaentally different to products, and therefore
required different tools and strategies. In 198dos and Bitner proposed a model of 7 Ps,
comprising the original 4 Ps extended by processple and physical evidence, as being more
applicable for services marketing.

Since then there have been a number of differepqsals for a service marketing mix (with various
numbers of Ps), most notably the 8 Ps, comprisiad/tPs above extended by ‘performance’.

McCarthy's 4 Ps

The original marketing mix, or 4 Ps, as origingdhpposed by marketer and academic E. Jerome
McCarthy, provides a framework for marketing demismaking. McCarthy's marketing mix has
since become one of the most enduring and widalg@ed frameworks in marketing.

Table 1: Brief Outline of 4 Ps
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Category

Definition/ Explanation

Typical Marketing Decisions

Product

A product refers to an item that satisfies

the consumer's needs or wants.

Products may be tangible (goods)
intangible (services, ideas or
experiences).

or

Product design — features, quality
Product assortment — product range,
product mix, product lines

Branding

Packaging and labeling

Services (complementary service, aft
sales service, service level)
Guarantees and warranties

Returns

Managing products through the life-
cycle

p-

Price refers to the amount a customar

pays for a product.

Price may also refer to the sacrifig
consumers are prepared to make
acquire a product.

a)

-

Price strategy

Price tactics

Price-setting

Allowances — e.g. rebates for distribuf

hn,

Price :
(e.g. time or effort) Discounts — for customers
Payment terms — credit, payment
. . methods
Price is the only variable that has
implications for revenue.
Price also includes considerationg|of
customer perceived value.
Strategies such as intensive distributi
selective distribution, exclusive
distribution
Franchising;
Refers to providing customer access Market coverage _
Place Channel member selection and channel
Considers providing convenience Xembter re:at'O”Sh'pS
consumer. ssortment
Location decisions
Inventory
Transport, warehousing and logistics
. ; ket Promotional mix - appropriate balanct
Promotion refers to marketing of advertising, PR, direct marketing apd
Promotiopcommunications sales promotion

May comprise elements such as:

Message strategy - what is to be
communicated
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advertising, PR, direct marketing «  Channel/ media strategy - how to reagh

and sales promotion. the target audience

» Message Frequency - how often to
communicate

._\I

<
» LI »)

| |

S

Product
motion

Fig 1.10: The 4Ps have been the cornerstone ainreagerial approach to marketing since the
1960s

Product refers to what the business offers for sale anglimdude products or services.
Product decisions include the "quality, featurenddits, style, design, branding, packaging,
services, warranties, guarantees, life cycles,stmeents and returns”.

Price refers to decisions surrounding "list pricing,adisnt pricing, special offer pricing,
credit payment or credit terms". Price refers ®ftibtal cost to customer to acquire the
product, and may involve both monetary and psydioé costs such as the time and effort
expended in acquisition.

Placeis defined as the "direct or indirect channelmtrket, geographical distribution,
territorial coverage, retail outlet, market locaticatalogues, inventory, logistics and order
fulfilment”. Place refers either to the physicatdtion where a business carries out business
or the distribution channels used to reach markdtce may refer to a retail outlet, but
increasingly refers to virtual stores such as "d order catalogue, a telephone call centre or
a website".

Promotion refers to "the marketing communication used to erthle offer known to
potential customers and persuade them to investigatrther. Promotion elements include
"advertising, public relations, direct selling esales promotions.

MODIFIED AND EXPANDED MARKETING MIX: 7 PS
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The 7 Ps of Services Marketing

People

+ Customers
* Employees

= Socialinteractions  *

* Roles & Scripts
+ Relationships

Price

+ Cost-based
= Demand-based
+ Operations-based

Relationship-based

Physical evidence

: suti:t:on = Service desian
> . *  Standardization
* Dellvery services . Customization
+ Electronic delivery + Operational efficiency

+ Competition-based Produet . Other promotional

= Total service product

+ Core product

+ Supplementary services
+ Fadilitating services
"+ Supporting services

Facilities, equipment
Uniforms
Livery & artefacts
Signage
Symbols

Process

* Internal marketing
+ Direct marketing
*  Advertising

methods

Fig 1.11 The 7 Ps of Services Marketing

By the 1980s, a number of theorists were callimgafoexpanded and modified framework that would

be more useful to service marketers. The prosgestganding or modifying the marketing mix for

services was a core discussion topic at the inallgiMA Conference dedicated to Services

Marketing in the early 1980s, and built on earllexoretical works pointing to many important
limitations of the 4 Ps model. Taken collectivetye papers presented at that conference indicate t
service marketers were thinking about a revisiotihéogeneral marketing mix based on an
understanding that services were fundamentallgudifft to products, and therefore required different
tools and strategies. In 1981, Booms and Bitnep@sed a model of 7 Ps, comprising the original 4

Ps plugprocess, peoplandphysical evidenceas being more applicable for services marketing.

Table 2: Outline of the Modified and Expanded Mairkg Mix

Category

Definition/ Explanation

Typical Marketing Decisions

Physical evideng

The environment in which service
occurs.

J he space where customers and
service personnel interact.

Tangible commodities (e.g.
equipment, furniture) that facilita

« Facilities (e.g. furniture,
equipment, access)

« Spatial layout (e.g. functionality,
efficiency)

« Signage (e.g. directional sighags
symbols, other signage)

« Interior design (e.g. furniture,
color schemes)

« Ambient conditions (e.g. noise,
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service performance. air, temperature)
« Design of livery (e.g. stationery,
Artifacts that remind customers of brochures, menus, etc.)

a service performance. « Artifacts: (e.g. souvenirs,
mementos, etc.)

Human actors who participate in
service delivery. «  Staff recruitment and training
« Uniforms

Service personnel who represenff *  Scripting _
the company's values to customgrs. * Queuing systems, managing wajts

People « Handling complaints, service
Interactions between customers. failures - .
« Managing social interactions
Interactions between employees
and customers.
» Process design
« Blueprinting (i.e. flowcharting)
service processes
« Standardization vs customizatiofp
decisions
« Diagnosing fail-points, critical
. incidents and system failures
The procedures, mechanisms and flow o . ;
L : o « Monitoring and tracking service
Process of gctlvmes by which service is performance
delivered. « Analysis of resource requiremerjts

and allocation
« Creation and measurement of key
performance indicators (KPIs)
« Alignment with Best Practices
» Preparation of operations manugls

People are essential in the marketing of any priooluservice. Personnel stand for the servicehdn t
professional, financial or hospitality service isthy, people are not producers, but rather theywtsd
themselves. When people are the product, theydhpblic perception of an organization as much
as any tangible consumer goods. From a marketimgig&anent perspective, it is important to ensure
that employees represent the company in alignmghtbroader messaging strategies. This is easier
to ensure when people feel as though they havetbestied fairly and earn wages sufficient to
support their daily lives.

Process refers a "the set of activities that resaltelivery of the product benefits". A proceesid

be a sequential order of tasks that an employeertaias as a part of their job. It can represent
sequential steps taken by a number of various grep®while attempting to complete a task. Some
people are responsible for managing multiple preegsit once. For example, a restaurant manager
should monitor the performance of employees, engultiat processes are followed. (S)he is also
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expected to supervise while customers are prongpdgted, seated, fed, and led out so that the next
customer can begin this process.

Physical evidence refers to the non-human elenadritee service encounter, including equipment,
furniture and facilities. It may also refer to tim@re abstract components of the environment in lwhic
the service encounter occurs including interioiglescolour schemes and layout. Some aspects of
physical evidence provide lasting proof that thevise has occurred, such as souvenirs, mementos,
invoices and other livery of artifacts. AccorditmgBooms and Bitner's framework, the

physical evidence is "the service delivered andtangible goods that facilitate the performance and
communication of the service". Physical eviderscenportant to customers because the tangible
goods are evidence that the seller has (or hagprmit)ded what the customer was expecting.

Lauterborn's 4 Cs (1990)

Robert F. Lauterborn proposed a 4 Cs classificatid®90. His classification is a more consumer-
orientated version of the 4 Ps that attempts tieb#t the movement from mass marketing to niche
marketing:

4 Ps 4 Cs Definition

Consumer [|A company will only sell what the consunspecificallywants to buy.
Product wants and [|So, marketers should study consumer wants and meedder to attrac]
needs them one by one with something he/she wants tchagie

Price is only a part of the totabst to satisfya want or a need. The totall
cost will consider for example tle®st of timdan acquiring a good or a
service, acost of conscienday consuming that or evercast of guilt
Price Cost "for not treating the kids". It reflects the totaist of ownership. Many
factors affect cost, including but not limited ktcustomer's cost to
change or implement the new product or servicetl@dustomer's cos
for not selecting a competitor's product or service

While promotion is "manipulative” and from the se]lcommunication
"cooperative" and from the buyer with the aim teate a dialogue witk
the potential customers based on their needs fasthies. It represent
a broader focus. Communications can include achiegti public
relations, personal selling, viral advertising, amy form of
communication between the organization and thewuoes

PromotiojCommunicatiof]

In the era of Internet, catalogues, credit cards@ones people neithef
need to go anywhere to satisfy a want or a needmolimited to a few
Place || conveniencellPlaces to satisfy them. Marketers should know Huawarget market
prefers to buy, how to be there and be ubiquitmusrder to guarantee
convenience to buyith the rise of Internet and hybrid models of
purchasing, Place is becoming less relevant. Coenea takes into

BHM303/HTS604: Marketing Services Page 43



account the ease of buying the product, findingptteeluct, finding
information about the product, and several othetofs.

Shimizu's 4 Cs: in the 7Cs Compass Model

After Koichi Shimizu proposed a 4 Cs classificatiori973, it was expanded tioe 7Cs
Compass Modelto provide a more complete picture of the natdinmarketing in 1979. The
7Cs Compass Model is a framework of co-marketimgnfmensal marketing or Symbiotic
marketing). Also the Co-creative marketing of a pamy and consumers are contained in the
co-marketing. Co-marketing (collaborate marketisgg marketing practice where two
companies cooperate with separate distributionrélansometimes including profit sharing.

It is frequently confused with co-promotion. Alsonemensal (symbiotic) marketing is a
marketing on which both corporation and a corporgta corporation and a consumer,
country and a country, human and nature can live.

« The 7Cs Compass Model comprises:

(C1) Corporation — The core ofl Csis corporation (company and non profit organizatio
C-O-S (competitor, organization, stakeholder) wittiie corporation. The company has to
think of compliance and accountability as importdite competition in the areas in which
the company competes with other firms in its indust

The 4 elements in the 7Cs Compass Modate:

A formal approach to this customer-focused markgetiix is known ag Cs(commodity,
cost, communication, channel) in th&€s Compass Modelhe4 Csmodel provides a
demand/customer centric version alternative tontble-known4 Pssupply side model
(product, price, promotion, place) of marketing mgement.

« Product— Commodity

» Price— Cost

« Promotion— Communication
+ Place— Channel

P "C" categor
category gory "C" definition
(broad)
(narrow)
(Latin derivation: commodus=convenience,happine€s)-creation.lt
(C2) IS not "product out". The goods and services ferdbnsumers or
Product . citizens. Steve Jobs has been making the goodsaitth people are
Commodity . T L .
pleased. It will not become commoditization if agnodity is built
starting.
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(Latin derivation: constare= It makes sacrificeShere is not only

Price C3) Cost . . . .
(C3) producing cost and selling cost but purchasing andtsocial cost.
(Latin derivation: communis=sharing of meaning)arketing
(ca) communication : Not only promotion but communicatie important
Promotion Communications can include advertising, sales ptmmppublic

Communication . . . e
relations, publicity, personal selling, corporateritity, internal

communication, SNS, MIS.

Place (C5) Channel ||(Latin derivation: canal) : marketing channels.viFlof goods.

The compass of consumers and circumstances (enviroent) are:
» (C6) Consumer— (Needle of compass to consumer)
The factors related to consumers can be explaipdkebfirst character of four directions

marked on the compass model. These can be remedrietbe cardinal directions, hence
the nameompass model

« N =Needs

« S = Security

« E = Education: (consumer education)
« W =Wants

« (C7) Circumstances— (Needle of compass to circumstances )

In addition to the consumer, there are various ntrotlable external environmental factors
encircling the companies. Here it can also be éxpthby the first character of the four
directions marked on the compass model:

« N = National and International (Political, legaldagthical) environment
« S = Social and cultural

« E =Economic

W = Weather

EXHIBIT: Shimizu's 7Cs Compass Model (Courtesy: @id¢hi Shimizu, Japan)

These can also be remembered by the cardinal idinsanarked on a compass. Th€s
Compass Modeak a framework in co-marketing (symbiotic markgjinit has been criticized
for being little more than th& Pswith different points of emphasis. In particuldre 7 Cs
inclusion of consumers in the marketing mix isicizied, since they aretargetof
marketing, while the other elements of the markgtmx aretactics The 7 Cs also include
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numerous strategies for product development, tigion, and pricing, while assuming that
consumers want two-way communications with compsanie

An alternative approach has been suggested inladadied Service 7by Australian Author,
Peter Bowman. Bowman suggests a values based appgmaervice marketing activities.
Bowman suggests implementing seven service matgkptinciples which include value,
business development, reputation, customer seavideservice design. Service 7 has been
widely distributed within Australia.

Difficulty of computational methods

Automatically selecting the attributes of a prodiictany category, i.e. product, promotion, eto.) t
maximize the number of customers preferring thaltieg product is a computationally intractable
problem. Given some customer profiles (i.e., cmglis sharing some features such as e.g. gender,
age, income, etc.), the valuations they give tdgmtential product attribute (e.g. females aged 35
45 give a 3 out of 5 valuation to "it is green";lasaaged 25-35 give 4/5 to "it can be paid in
installments”; etc.), the attributes of the produstid by the other producers, and the attribiaeh e
producer can give to its products, the problemeafiding the attributes of our product to maximize
the number of customers who will prefer it is PAlgX-complete. This implies that, under the
standard computational assumptions, no efficiegarithm can guarantee that the ratio between the
number of customers preferring the product retutmethe algorithm and the number of customers
that would prefer the actual optimal product wilkvays reach some constant, for any constant.
Moreover, the problem of finding a strategy suddt tfor any strategy of the other producers, our
product will always reach some minimum average remath customers over some period of time is
an EXPTIME-complete problem, meaning that it cariveefficiently solved. However, heuristic
(sub-optimal) solutions to these problems can beddy means of genetic algorithms, particle
swarm optimization methods, or minimax algorithms.

1.07 TRENDS IN HOSPITALITY MARKETING IN 2017

2017 is set to be a rewarding year full of grovethgroperty owners around the world. This year,
your property’s marketing will be more importanathever and more influential to your business
practices. Last year, we predicted what we thoughtld have the most marketing influence in 2016.
Everything from video to online reviews had a hugpact on the competitive landscape. We've
refreshed our list for 2017 with 16 marketing tremee expect to see this year.

1. CONTENT ISKING

Content remains king of the castle this year. &y stlevant and top of mind, your property should
regularly produce new content. Produce contenydar website, social media, travel blogs to expand
your digital footprint and reach more potentialveters. Google and other search engines love new
content and that’s because consumers (traveleeshearching for new stuff to read, watch, and
share.
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Keep people in the know with your blog, videos,igbmedia posts, event calendars, city guides and
more.

2.VIDEO WILL DOMINATE THE WEB

Using videos to market your property will remairpptar in 2017. Facebook now gives preference to
video content and YouTube remains one of the sesinglatforms. Video content comes in many
different forms and your property can experimerthiiti different ways. People and businesses are
now using video on all sorts of different platfortnsentice and educate potential consumers.

As a travel brand, there are an endless amountebs that you can produce to grab the attention of
the consumer. Showcase your property, city, d@tgl events, your restaurant’s recipes and more.
Most importantly, you should experiment and seetwitaks.

3. MICRO-CONTENT

When we create content, we often think of the igsiinpacts or evergreen effects it will have. But,
this year, we should embrace short-lived and neorttent that may only be helpful or interesting for
a short duration of time.

For example, creating content around a local eweyt generate a lot of traffic and conversation that
could produce real benefits for your property. \disichelpful guides, Instagram posts, tweets don't
have to be long and complicated to make a big itpac

4. EMAIL MARKETING LIVES ON

Email marketing remains one of the cheapest and effective ways to market to your guests. Email
allows you to market to communicate especially wath your existing guests before, during, and
after their trip. Use email to send them helpféibimation about your property, your location (eent
city favorites, etc), and gives you an opportutiitypresent upsells.

This year, put some more structure behind your lestraitegy and decide how often and at what
intervals you want to send emails.

5. MOBILE WILL TAKE OVER DESKTOP

It has long been predicted that mobile bookings$ exiteed desktop bookings as smartphones and
tablets take control of our lives. Even if guestsndt book their trip on mobile, it's highly likelp
interact with you at some point on mobile. If yougbsite is not mobile optimized, you need to make
plans to fix your site in the near future.

Google, travelers, and just about everyone else doeenjoy accessing non-mobile optimized
websites. Your booking engine should also be meaipkimized so that guests can complete their
bookings in one session. If potential travelersuarable to complete bookings on your site, you run
the risk of them booking somewhere else.

6. MAKE YOUR GUESTSFEEL SPECIAL WITH PERSONALIZATION
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2017 will be all about personalization. In hosgiiyatentric businesses especially, making eachtgues
feel special is important. There are endless ansoonivays you add personal touches to your guests’
stay.

For example, create fields in your booking enghra alllow guests to explain the purpose of their
trip. Special events like honeymoons, anniversabigghdays, and the like can and should have some
sort of personalization added to them.

Treating guests like they are individuals givesiteestory to tell and spread to their friends. Bhes
word-of-mouth moments go a long way.

7. REPUTATION MANAGEMENT TAKES CENTER STAGE

Online review websites have done an incrediblegjolbuilding loyal fan bases and generating a lot of
traffic. It's important to keep an eye on all ofuy@nline platforms and ensure that you're staying
ahead of any negative reviews. We believe it's gaadtice to respond to all of your reviews, but at
the very least, all user-generated negative revehaesid be addressed.

8. MATURING AND GROWTH OF SOCIAL MEDIA PLATFORMS

As we mentioned in our 2017 hospitality trendscéetiwe expect 2017 to be a year where existing
platforms of all types will start to mature. Soaia¢dia platforms, especially, will start to matared
we’ll see fewer new services start to popup. Dejpgndn how much effort your property has put into
social media, you may have a lot of work to doyaun may just need to continue doing what you've
already planned.

Social media is incredibly important during thee@sh and discovery stages of travel. When a
potential guest is doing research on your propéngy are more than likely going to glance at your
online channels. Social is also a great way to gameone’s attention before they even know who
you are.

9. PRINT ISN'T DEAD AFTERALL

In late 2016, Airbnb announced that they would begiproduce print travel guides, which seems
like an odd thing to do in 2017. The world hasadhegone digital and we rely on the internet for al
types of information. But, companies like Airbnle anaking a bet that print might not be ready to go
away forever just yet.

We don’t suggest that you go out and produce your foll-length travel guide, but it may be a good
idea to produce physical maps, brochures, and b#ipful guides for your city. Our post on how to
make a city guide can help steer you in the rigtetction.

10.DISTRIBUTION CHANNELS

New distribution channels are a great way to mayket property. A healthy distribution strategy is
essential to a successful marketing strategy ir7 2Direct bookings and third party distribution
channels both have their place for almost all tygfgzroperties. Third party channels, like Expedia
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and Booking.com, spend a significant amount of ngabrertising their listings online. Use these
channels to your advantage and consider adding aféhe new year.

Adding new distribution channels is easy with crelnrmanagers like myallocator.

11.FOCUS ONLOCATION

We predict that local and shared experiences withitthe forefront of hospitality trends in 2017,
which means that your property should capitalizehenlocal area. There are a few different ways
you can bring focus to your location’s unique aspegirst and foremost, create trainings for your
staff and concierge so that you're up-to-date @alltrends and the best spots for different tyges o
guests. Many properties have staff from all overabuntry and world, so they may not always know
the area well.

Second, as a part of your content strategy, inchuiges and posts about your location. Not only is
this good for search engine optimization purpobkasalso for your staff to direct guests while they
are at your property. Maps and city guides area@albe helpful for guests who are on the go. Don't
forget that physical guides are a good idea tque@ally if your property attracts a lot of
international guests.

12.POWERFUL SOFTWARE

Every year, software innovations make doing busimesier and more efficient. In 2017, we expect
software to continue to fuel marketing strategiéh wew tools that help us do better work faster.
Everything from email distribution platforms to swe management modules will surely make an
impact on marketing strategies.

Cloudbeds is a hospitality management softwardisolthat helps properties of all sizes run more
efficient, profitable businesses.

13. AUTOMATION TO ELIMINATE BUSYWORK

Directly related to powerful software, there aremitess solutions out there that help us eliminate
busy work. Scheduling content, social media pgstss releases, partnership announcements, and
the likes can all use a little automation. We nestgggest robots or software automate tasks that
require a certain level of creative input. Autoroatshould be used for things like pre-arrival and
post-stay emails, confirmations, and reminders.

14.DATA DRIVEN MARKETING

When making marketing decisions, there are a numibeetrics that you should look at. For any
type of property, you want to know how your guestsfinding you, where they’re booking, and the
different profit margins by channel, just to namiewa.

Choose a property management system, like Cloudb®atshas powerful reporting capabilities. In
the case of Cloudbeds, we have reports that gnighalevel and detailed reporting giving property
owners and managers a more holistic view of thasiress.
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Keep track of data over time so that you pull ihtsgnto whether certain marketing activities are
paying off over time. You should analyze fluctuasso you're making the most informed decisions.

15. CONVERSIONSTHROUGH SOCIAL MEDIA

Facebook, Instagram, and other social platformsbeamptimized to drive bookings, even without
advertising. For example, Facebook has a buttdnythacan customize with a number of different
call-to-actions including Book Now. You can dir¢lee URL to any destination. For your property’s
page, you should direct them to your direct bookingine or website. You shouldn’t send them to a
third-party channel because then you have to payresion and you earned that booking all on your
own.

16.HAVE FUN!

Travel marketing should be fun! Travel and wandsrlre everlasting themes of the internet and your
property can greatly benefit from these trendsepahdent hoteliers and operators are some of the
most passionate people we’'ve met and if you infhaeinto your marketing, you'll reap the benefits.
When making your plans this year, don't forgetdbylour own passion shine through.

1.08 END QUESTIONS

1. What is the importance of marketing in hospitality?

2. What is the difference between ‘hospitality saled &ggoods sale’?

3. Explain at least five strategies for making brandcgess for hotels.

4. If we classify markets according to types of comityotladed, what would be the major

categories?

If we classify markets by the locations what wolbddthe various categories?

What are five major categories into which a madeet be classified?

7. Consider a five star hotel in New York, what is tia&ure of (a) commodity traded (b)location
(c) type of participants (d)scale of trade (e) gapbical outreach to its
participants/customers

8. Explain the concept of Market.

9. Explain various ways in which markets can be cfesgbi

10. How can we apply concept of market in leaning ‘hiadipy’ science?

11. How can we say that a hotel is a market? Explain.

12. Explain the concept of "free market" and how magkices are distorted by sellers or buyer
by monopoly or monopsony.

13. What is meant by market failure? How market failcaa occur if customers do not have
"equal" and "fair" access to information.

14. Explain how "Market failure' can occur in Hotel irglry under various circumstances.

15. What is meant by “microeconomics” and “macroecoreshand what is the difference in
these concepts?

16. Explain the contribution of Alfred Marshall in tfield of economics.

17. How asymmetry in information availability may letmmarket failure where “bad quality”
hotels may outsell the “good” quality ones?

o o
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18.

19.
20.
21.
22.
23.
24,
25.

26.
27.
28.

29.
30.
31.
32.
33.
34.
35.

36.

37.

38.

39.

40.
41.
42.
43.
44,
45,
46.
47.
48.
49.
50.
51.

How does a college degree in hospitality can aet‘agnalling” device in selection of
persons in hotels?

What is meant by “Marketing Mix”?

What are the four P’s according to McCarthy?

What are the four Cs in classification accordingaaterborn?

What are the seven Cs in Shimizu’s compass model?

What would be the four Ps as applied to Hotel ifg@s

Describe how we may apply the 4Cs classificatiothéhospitality sector.

Apply 7Cs compass model to the hotel industry aqudiaén its implications.

What is the definition of Marketing as per Amiendslarketing Association? Elaborate
Exaplin what is meant by ‘marketing concept’.
What is meant by ‘Marketing orientation’ of a firm?

What happens when a hotel has Product orientatidts aperational philosophy?

What happens when a hotel has Sales orientatiig @gerational philosophy?

What happens when a hotel has Production orientasdts operational philosophy?

What happens when a hotel has Marketing orientatsoits operational philosophy?

What happens when a hotel has Customer orientasiats operational philosophy?

What happens when a hotel has Organisational atientas its operational philosophy?
Explain the concept d?rocess Physical EvidenceandPeople(as envisaged in extended 7P
Model) as may be used for Tourism industry.

Explain the concept d?rocess Physical EvidenceandPeople(as envisaged in extended 7P
Model) as may be used for Hotel industry.

Elaborate how the conceptBackagingmay be used in context of marketing in Hotel
industry.

Elaborate how the conceptB&ckagingmay be used in context of marketing in Tourism
industry.

What is meant by marketing environment? What agdhthee areas which comprise
marketing environment?

What is meant by marketing research?

Explain the concept of market segmentation.

What is meant by DAMP in context of gauging vidlibf target market?

What is the importance of ‘positioning’ in conteftmarketing.

What is the meaning of marketing communication?dNfare the distinct subsets in it?
What is the concept of Advertisement?

Explain the concept of Marketing Planning.

What is meant by product life cycle?

Explain customer focus in respect of market origorna

What is the SIVA model in respect of the 4P sugide model?

What is meant by marketing management?

Explain the concept of brand audit.
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52. Elaborate on Marketing Strategy.
53. Explain how planning done in Marketing Strateggxecuted.
54. Discuss Project, process and vendor management.
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UNIT 2 SERVICES MARKETING

2.00 INTRODUCTION

This is a very interesting Unit in which we will tudying the core areas of marketing. As you know
the hospitality and tourism industries try to sefiat is called ‘services’ and not ‘goods’. The ienr
experience is the product which is sold by theismirorganizations. This experience can not be
captured, stored or felt like we feel a physicalduct. Hence we will begin our study with studying
the service concept. What distinguishes serviags fyoods will be our focus. We will study
parameters called five Is which feature services.Wll see that most commodity are neither pure
‘goods’ nor pure ‘services’ but a combination of thvo.

The service sector across the world is the moshiging sector of economy. There are three or four
sectors of economics; primary (consisting of rawemal or agriculture, fishing farming etc),
secondary (consisting of manufacturing industrieg)ary (services industry) and
guadrunary(consisting of IT software or financiahgces). The service secor is the most booming
sector of economy.

We will study various concepts like customer bebgviow customer takes purchase decisions, what
are the various styles of customers buying pattevhat affects a customer’s purchase decisions, etc
This Unit is extremely important in understandingtomer’s psych. You will study various
considerations which any industry can study to anbats performance.

2.01 UNIT OBJECTIVES

After completing this Unit, you will be able to:

» Explain what is meant by Service in economics

» Elaborate on the importance of Service sector

* Explain what is meant by Market environment

» Elaborate on the concept of Customer Behavior

» Discuss the various concepts covered under Mag@n8ntation

2.02 WHAT IS THE CONCEPT OF ‘SERVICE’ IN
ECONOMICS?

In economics, aerviceis a transaction in which no physical goods aaadferred from the seller to
the buyer. The benefits of such a service aretiogid demonstrated by the buyer's willingness to
make the exchange. Public services are thosedbgty (nation state, fiscal union, region) as a
whole pays for. Using resources, skill, ingenuétyd experience, service providers benefit service
consumers.
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Five I's

Services can be described in terms of their keyaddteristics, sometimes called the "Five I's of
Services".

Intangibility

Services are by definition intangible. They are manufactured, transported or stocked.
Inventory (perishability)

Services cannot be stored for a future use. Theprrduced and consumed simultaneously.

Services are perishable in two regards:

0 Service-relevant resources, processes and systerassgned for service delivery
during a specific period in time. If the servicexsamer does not request and
consume the service during this period, the relsgedurces may go unused. From
the perspective of the service provider, thislizsabusiness opportunity if no other
use for those resources is available. Examplesiftesser serves another client. An
empty seat on an airplane cannot be filled aftpadere.

0 When the service has been completely renderedtodhsumer, this particular
service irreversibly vanishes. Example: a passemggbeen transported to the
destination and the flight is over.

Inseparability
The service provider must deliver the service attitme of service consumption. The service
is not manifested in a physical object that is peteent of the provider. The service
consumer is also inseparable from service delivexgmples: The service consumer must sit
in the hairdresser's chair, or in the airplane. €atrespondingly, the hairdresser or the pilot
must be in the shop or plane, respectively, tordelihe service.

Inconsistency (variability)
Each service is unique. It can never be exactlgatga as the time, location, circumstances,
conditions, current configurations and/or assigmeswurces are different for the next
delivery, even if the same service consumer requbhstsame service. Many services are
regarded as heterogeneous and are typically mdddieeach service consumer or each
service context. Example: The taxi service whiemsports the service consumer from home
to work is different from the taxi service whiclamisports the same service consumer from
work to home — another point in time, the otheedliion, possibly another route, probably
another taxi driver and cab. Another and more comtaan for this is heterogeneity.

Involvement
Both service provider and service consumer pagteijin the service provision

CHECK YOUR PROGRESS

What is meant by “services” in economics?

What are the five I's which distinguishes service?
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Elaborate what is meant by Intangibility characties of Services.

Elaborate what is meant by Inventory (perishabldsracteristics of Services.
Elaborate what is meant by inseparability char&sttes of Services.

Elaborate what is meant by inconsistency (varigbilcharacteristics of Services.

Elaborate what is meant by involvement charactesistf Services.

Service quality

Mass generation and delivery of services must be&ened for a service provider to expand. This can
be seen as a problem of service quality. Both sypatl outputs to the processes involved providing
services are highly variable, as are the relatiqgsdbetween these processes, making it difficult to
maintain consistent service quality. Many servioeslve variable human activity, rather than a
precisely determined process; exceptions incluitited. The human factor is often the key success
factor in service provision. Demand can vary bysseatime of day, business cycle, etc. Consistency
is necessary to create enduring business relaffmish

Specification

Any service can be clearly and completely, constiteand concisely specified by means of standard
attributes that conform to the MECE principle (Maity Exclusive, Collectively Exhaustive).

Service consumer benefits — (set of) benefitsdhatriggerable, consumable and effectively
utilizable for any authorized service consumer tuad are rendered upon request. These
benefits must be described in terms that are mganito consumers.

Service-specific functional parameters — paramekersare essential to the respective service and
that describe the important dimension(s) of theiserscape, the service output or the service
outcome, e.g. whether the passenger sits in an@istindow seat.

Service delivery point — the physical location amdégical interface where the benefits of the
service are rendered to the consumer. At this pbanservice delivery preparation can be
assessed and delivery can be monitored and catroll

Service consumer count — the number of consumatstk enabled to consume a service.

Service delivery readiness time — the moments wheservice is available and all the specified
service elements are available at the deliverytpoin

Service consumer support times — the moments wieesupport team ("service desk”) is
available. The service desk is the Single Poir@arfitact (SPoC) for service inquiries. At
those times, the service desk can be reached mmoaly available communication methods
(phone, web, etc.)

Service consumer support language — the languaggkgn by the service desk.
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Service fulfillment target — the provider's promisaleliver the service, expressed as the ratio of
the count of successful service deliveries to thent of service requests by a single consumer
Or consumer group over some time period.

Service impairment duration — the maximum allowabterval between the first occurrence of a
service impairment and the full resumption and detign of the service delivery.

Service delivery duration — the maximum allowal#ei@d for effectively rendering all service
benefits to the consumer.

Service delivery unit — the scope/number of acptifat constitute a delivered service.Serves as
the reference object for the Service Delivering®rfor all service costs as well as for
charging and billing.

Service delivery price — the amount of money th&t@mer pays to receive a service. Typically,
the price includes a service access price thatfepsathe consumer to request the service and
a service consumption price for each deliverediserv

Delivery

Fig 2.01: Coffee house - a type of service delivery

The delivery of a service typically involves sixftars:

Service provider (workers and managers)

Equipment used to provide the service (e.g. vehidash registers, technical systems,
computer systems)

Physical facilities (e.g. buildings, parking, wagirooms)
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Service consumer

Other customers at the service delivery location

Customer contact
The service encounter is defined as all activitieslved in the service delivery process. Some
service managers use the term "moment of trutiidizate that point in a service encounter where
interactions are most intense.

Many business theorists view service provision psréormance or act (sometimes humorously
referred to aslramalurgy perhaps in reference to dramaturgy). The locaifdhe service delivery is
referred to as the stage and the objects thattédeithe service process are called props. Atsisrip
sequence of behaviors followed by those involveduding the client(s). Some service dramas are
tightly scripted, others are more ad lib. Role coegce occurs when each actor follows a script that
harmonizes with the roles played by the other actor

In some service industries, especially health atispute resolution and social services, a popular
concept is the idea of the caseload, which retetkd total number of patients, clients, litigamts,
claimants for which a given employee is responsibfaployees must balance the needs of each
individual case against the needs of all otheranircases as well as their own needs.

Under English law, if a service provider is indu¢edieliver services to a dishonest client by a
deception, this is an offence under the Theft A8l

Lovelock used the number of delivery sites (whetiegle or multiple) and the method of delivery to
classify services in a 2 x 3 matrix. Then implioa8 are that the convenience of receiving the servi
is the lowest when the customer has to come teg¢hace and must use a single or specific outlet.
Convenience increases (to a point) as the numbsgreice points increase.

CHECK YOUR PROGRESS

Explain the concept of service quality and theaasiissues involved in it.

Explain how a service can be specified by meaMdEXCE (Mutually Exclusive Collectively
Exclusive) principle.

Explain the six factors involved in the deliveryaervice.

Elaborate how service provision may be visualized performance like that of a drama.

Service-commodity goods continuum
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Pure service
Teaching

House cleaning
Plumbing repair
Restaurant

Made to measure
clothing

New car
Radio

Soft drinks
Salt

Pure Commodity
Good

Fig 2.02: Service-Commodity Goods continuum

Sometimes it becomes very difficult to classifyoannodity as a Service or as a Goods. This is
because the commodity may have a combination ghctexistic features of both these. Normally
tangibility is taken as the distinguishing paramébe such classification. If you consider a
commodity like salt, it is totally tangible and leena goods. Similarly ‘teaching’ in classroom is an
extreme example of Service, as the learning expegiés an internal, intangible entity. A soft din

on the other hand is mostly tangible, but the drpee of consuming the soft drink also needs alsmal
amount of intangibility of how it was served (whetlthilled). Hence it is largely a goods with a

small fraction of service feature. Enjoying radigalves intangibility (the aesthetics of preseiati

of radio program, the ‘static’, the ‘noise’, etchieh is intermixed with the tangible features o th
instrument (like its look, ease of use etc). Yoo appreciate the above diagram by analyzing the
other commaodities in the similar way. Most modeunsibess theorists describe a continuum with pure
service on one terminal point and pure commoditydgon the otherMost products fall between

these two extremes. For example, a restaurantgesw physical good (the food), but also provides
services in the form of ambience, the setting dearing of the table, etc. And although some ig#it
actually deliver physical goods — like water uid# that deliver water — utilities are usually tesh

as services.

The distinction between a good and a service resrdisputed. The perspective in the late-eighteenth
and early-nineteenth centuries focused on creatohpossession of wealth. Classical economists
contended that goods were objects of value ovectwinvnership rights could be established and
exchanged. Ownership implied tangible possessi@m abject that had been acquired through

BHM303/HTS604: Marketing Services Page 58



purchase, barter or gift from the producer or prasiowner and was legally identifiable as the
property of the current owner.

Adam Smith’s famous boolhe Wealth of Nationgublished in 1776, distinguished between the
outputs of what he termed "productive" and "unpuctide” labor. The former, he stated, produced
goods that could be stored after production andesgiently exchanged for money or other items of
value. The latter, however useful or necessargteteservices that perished at the time of producti
and therefore did not contribute to wealth. Buigdon this theme, French economist Jean-Baptiste
Say argued that production and consumption weepargble in services, coining the term
"immaterial products" to describe them.

In a narrower sense, service refers to qualityustamer service: the measured appropriateness of
assistance and support provided to a customer.plnicular usage occurs frequently in retailing.

Service types

The following is a list of service industries, gpad into sectors. Parenthetical notations indibate
specific occupations and organizations can be degbas service industries to the extent they peovid
an intangible service, as opposed to a tangiblel.goo

Business functions (that apply to all organizationgeneral)

Consulting

Customer service

Human resources administrators (providing sendikesensuring that employees are paid
accurately)

Childcare

Cleaning, repair and maintenance services

Gardeners

Janitors (who provide cleaning services)

Mechanics

Construction

Carpentry

Electricians (offering the service of making wirimgrk properly)

Plumbing

Death care

Coroners (who provide the service of identifyingl@aers and determining time and cause of
death)

Funeral homes (who prepare corpses for public aysgremation or burial)

Dispute resolution and prevention services

Arbitration

Courts of law (who perform the service of dispuwsalution backed by the power of the state)

Diplomacy

Incarceration (provides the service of keeping orals out of society)

Law enforcement (provides the service of identifyand apprehending criminals)

Lawyers (who perform the services of advocacy awsibnmaking in many dispute resolution
and prevention processes)

Mediation

Military (performs the service of protecting stateslisputes with other states)
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Negotiation (not really a service unless someomegptiating on behalf of another)
Education (institutions offering the services aldling and access to information)
Library

Museum

School

Entertainment (when provided live or within a higbpecialized facility)
Gambling

Movie theatres (providing the service of showing@vie on a big screen)
Performing arts productions

Sport

Television

Fabric care

Dry cleaning

Self-service laundry (offering the service of autded fabric cleaning)
Financial services

Accountancy

Banks and building societies (offering lending s&#s and safekeeping of money and valuables)
Real estate

Stock brokerages

Tax preparation

Valuation

Foodservice industry

Health care (all health care professions provideices)

Hospitality industry

Information services

Data processing

Database services

Interpreting

Translation

Personal grooming

Body hair removal

Dental hygienist

Hairdressing

Manicurist / pedicurist

Public utility

Electric power

Natural gas

Telecommunications

Waste management

Water industry

Risk management

Insurance

Security

Social services

Social work

Transport

BHM303/HTS604: Marketing Services Page 60



CHECK YOUR PROGRESS

Explain why it may be difficult to classify a comdity as a Service or Goods.

What is the implication of the fact that most condities have elements of ‘service’ and ‘goods’ in
them?

How can you say that electrician provides a sertodbe customer?

2.03 SERVICE SECTOR OF THE ECONOMY

Thetertiary sector or service sectois the third of the three economic sectors ofttinee-sector
theory. The others are the secondary sector (ajpppately the same as manufacturing), and the
primary sector (raw materials).

The service sector consists of the production nfises instead of end products. Services (also know
as "intangible goods") include attention, adviazess, experience, discussion, and affective labor.
The production of information has long been regdra®a service, but some economists now attribute
it to a fourth sector, the quaternary sector.

The tertiary sector of industry involves the promisof services to other businesses as well as fina
consumers. Services may involve the transportiloligion and sale of goods from producer to a
consumer, as may happen in wholesaling and regainmay involve the provision of a service, such
as in pest control or entertainment. The goods mealyansformed in the process of providing the
service, as happens in the restaurant industry.eidery the focus is on people interacting with peopl
and serving the customer rather than transforminygipal goods.

———\
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Fig 2.03:Product’s lifecycle

Difficulty of definition
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Fig 2.04: Bankers in Delhi, 1870

It is sometimes hard to define whether a given amgps part of the secondary or tertiary sector.
And it is not only companies that have been clasbiis part of that sector in some schemes;
government and its services such as police oranjlitnd non-profit organizations such as charities
or research associations can also be seen ad plaait eector.

In order to classify a business as a service, anaise classification systems such as the United
Nations' International Standard Industrial Classifion standard, the United States' Standard
Industrial Classification (SIC) code system andhisv replacement, the North American Industrial
Classification System (NAICS), the Statistical Giéisation of Economic Activities in the European
Community (NACE) in the EU and similar systems efsere. These governmental classification
systems have a first-level hierarchy that refledtsther the economic goods are tangible or
intangible.

For purposes of finance and market research, mbdssd classification systems such as the Global
Industry Classification Standard and the Industigs§ification Benchmark are used to classify
businesses that participate in the service sddtidike governmental classification systems, thst fir
level of market-based classification systems diwidhe economy into functionally related markets or
industries. The second or third level of thesearhies then reflects whether goods or services are
produced.

Theory of progression
For the last 100 years, there has been a substsimfisfrom the primary and secondary sectorso t

tertiary sector in industrialised countries. THifftds calledtertiarisation. The tertiary sector is now
the largest sector of the economy in the Westemidwand is also the fastest-growing sector. In
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examining the growth of the service sector in thdyeNineties, the globalist Kenichi Ohmae noted
that:

"In the United States 70 percent of the workforaeks in the service sector; in Japan, 60 percent,
and in Taiwan, 50 percent. These are not necegsaisboys and live-in maids. Many of them are in
the professional category. They are earning as rmachanufacturing workers, and often more.”

Economies tend to follow a developmental progrestiat takes them from a heavy reliance on
agriculture and mining, toward the development ahafacturing (e.g. automobiles, textiles,
shipbuilding, steel) and finally toward a more $egvbased structure. The first economy to follow
this path in the modern world was the United Kingdd he speed at which other economies have
made the transition to service-based (or "poststrial") economies has increased over time.

Services

—

Share of employment

Time, per capita income — >

Fig 2.05: The schematic showing the progress ofisersector as dominating force of economics

Historically, manufacturing tended to be more ofmeimternational trade and competition than
services. However, with dramatic cost reduction sgmeked and reliability improvements in the
transportation of people and the communicatiomfufrimation, the service sector now includes some
of the most intensive international competitionsplee residual protectionism.

CHECK YOUR PROGRESS
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What is the tertiary sector of economics? Whichtheeother sectors?
Explain why tertiary sector is playing a dominaslerin economics?
Draw a schematic diagram showing growth of theisersector over the period of time.

Which are the various standards which are usetassi€y a company as service sector organizatig

Issues for service providers

Fig 2.07: Testing telephone lines in London in 1945
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Service providers face obstacles selling servicasgoods-sellers rarely face. Services are
intangible, making it difficult for potential custeers to understand what they will receive and
what value it will hold for them. Indeed, some, Isas consultants and providers of
investment services, offer no guarantees of theevidr price paid.

Since the quality of most services depends largelthe quality of the individuals providing the
services, "people costs" are usually a high fraatibservice costs. Whereas a manufacturer
may use technology, simplification, and other téghes to lower the cost of goods sold, the
service provider often faces an unrelenting patbéincreasing costs.

Product differentiation is often difficult. For ex@le, how does one choose one
investment adviser over another, since they aenafeen to provide identical
services? Charging a premium for services is ugaalloption only for the most
established firms, who charge extra based upordimeognition.

List of countries by tertiary output
Below is a list of countries by service output arket exchange rates in 2016.

Largest countries by tertiary output in Nominal GDP, according to IMF and CIA World Factbook, 2016

Economy Countries by tertiary output in 20186 (billions in USD)
(01) == United States 14,762
(—) I European Union 12,077
(02) il China 5,688
(03) @ Japan 3.51
(04) H= Germany 2,395
(05) &= United Kingdom 2109
(06) | § France 1,941
(07) I Wtaly 1,366
(08) By Brazil 1,205
(09) B+l Canada 1.081
(10) e INdlia 1,024
(11) == spain 926
(12) & Australia 850
(13) !e: South Korea 850
(14) pmm Russia 797
(15) B0 Mexico 661
(16) Turkey 551
(17) == Netherlands 543
(18) [ Switzerland 484
(19) ™= |ndonesia 429
(20) I W Belgium 362

The twenty largest countries by tertiary output in 2016, according to the IMF and CIA World Facibook.

CHECK YOUR PROGRESS

What is the various issues faced by the serviceigeos?
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Which are the top 5 nations by tertiary output bynmal GDP as per IMF in 20167

2.04 MARKET ENVIRONMENT

Thebusiness environmenis a marketing term and refers to factors andefetbat affect a firm's
ability to build and maintain successful custongationships. The three levels of the environment
are:

Micro (internal) environment — small forces wittiire company that affect its ability to serve its
customers.

Meso environment — the industry in which a compapgrates and the industry's market(s).

Macro (national) environment — larger societal ésrthat affect the microenvironment.

Micro-environment

Company aspect of micro-environment refers to thernal environment of the company. This
includes all departments, such as managementcinaesearch and development, purchasing,
operations and accounting. Each of these deparsm&hiences marketing decisions. For example,
research and development have input as to therésaguproduct can perform and accounting
approves the financial side of marketing planslambet in customer dissatisfaction. Marketing
managers must watch supply availability and otresrds dealing with suppliers to ensure that
product will be delivered to customers in the tiir@ne required in order to maintain a strong
customer relationship.

Marketing intermediaries refers to resellers, ptaisilistribution firms, marketing services agengies
and financial intermediaries. These are the pethliehelp the company promote, sell, and distribute
its products to final buyers. Resellers are thhaehold and sell the company's product. They match
the distribution to the customers and include @ateh as Wal-Mart, Target, and Best Buy. Physical
distribution firms are places such as warehousasstbre and transport the company's product from
its origin to its destination. Marketing servicegeacies are companies that offer services such as
conducting marketing research, advertising, andwaing. Financial intermediaries are institutions
such as banks, credit companies and insurance coespa

Another aspect of micro-environment is the customerket. There are different types of customer
markets including consumer markets, business ngrgevernment markets, international markets,
and reseller markets. The consumer market is mpaé imdividuals who buy goods and services for
their own personal use or use in their househaldiriss markets include those that buy goods and
services for use in producing their own productsdib. This is different from the reseller market
which includes businesses that purchase goodsedl es is for a profit. These are the same
companies mentioned as market intermediaries. dliergment market consists of government
agencies that buy goods to produce public serdcémnsfer goods to others who need them.
International markets include buyers in other coaatand includes customers from the previous
categories.
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Competitors are also a factor in the micro-envirentrand include companies with similar offerings
for goods and services. To remain competitive apaomy must consider who their biggest
competitors are while considering its own size pasition in the industry. The company should
develop a strategic advantage over their compstitor

The final aspect of the micro environment is publiehich is any group that has an interest in or
effect on the organization's ability to meet itslgo For example, financial publics can hinder a
company's ability to obtain funds affecting thedeof credit a company has. Media public include
newspapers and magazines that can publish artitlagerest regarding the company and editorials
that may influence customers' opinions. Governrpeabtic can affect the company by passing
legislation and laws that put restrictions on tbmpany's actions. Citizen-action publics include
environmental groups and minority groups and castion the actions of a company and put them in
the public spotlight. Local publics are neighborti@md community organizations and will also
guestion a company's effect on the local arealamtktel of responsibility of their actions. The
general public can affect the company as any chamtpeir attitude, whether positive or negative,
can cause sales to go up or down because the ppublia is often the company's customer base.
And finally those who are employed within the compand deal with the organization and
construction of the company's product.

CHECK YOUR PROGRESS
Briefly describe the micro-, meso- and macro- lsexalbusiness environments, clearly distinguing|the
difference among them.
Apply the concept of micro-environment to a tourisector company.

Explain what is meant by marketing intermediariggeeially in the hospitality industry.

Explain the concept of customer market, busineskehagovernment market, international market
and reseller markets as applied to accommodatuursiries.

Explain the importance of study of competitors iicno-environment analysis.

Elaborate on the importance of publics in the stofdyicro-environment.

Macro-environment

The macro-environment refers to all forces thatpam of the larger society and affect the micro-
environment. It includes concepts such as demogradonomy, natural forces, technology, politics,
and culture.

Factors affecting organization in Macro environmag known as PESTEL, that is: Political,
Economical, Social, Technological, Environmental &egal.
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Demography refers to studying human populationterims of size, density, location, age, gender,
race, and occupatiofhis is a very important factor to study for magge and helps to divide the
population into market segments and target marReiexample of demography is classifying groups
of people according to the year they were bornsélatassifications can be referred to as baby
boomers, who are born between 1946 and 1964, gemekg who are born between 1965 and 1976,
and generation Y, who are born between 1977 and. F¥ch classification has different
characteristics and causes they find important Tan be beneficial to a marketer as they can decid
who their product would benefit most and tailoritimearketing plan to attract that segment.
Demography covers many aspects that are impodanatketers including family dynamics,
geographic shifts, work force changes, and levetbversity in any given area.

Another aspect of the macro-environment is the econ environment. This refers to the purchasing
power of potential customers and the ways in whiebple spend their money. Within this area are
two different economies, subsistence and industeidl Subsistence economies are based more in
agriculture and consume their own industrial outpudustrial economies have markets that are
diverse and carry many different types of goodghBsa important to the marketer because each has a
highly different spending pattern as well as dgfgrdistribution of wealth.

The natural environment is another important faofdhe macro-environment. This includes the
natural resources that a company uses as inputafteets their marketing activities. The concern i
this area is the increased pollution, shortageawfmaterials and increased governmental
intervention. As raw materials become increasisgigrcer, the ability to create a company's product
gets much harder. Also, pollution can go as faregmtively affecting a company's reputation if they
are known for damaging the environment. The lastem, government intervention can make it
increasingly harder for a company to fulfill thgivals as requirements get more stringent.

The technological environment is perhaps one ofakiest changing factors in the macro-
environment. This includes all developments froribémtics and surgery to nuclear missiles and
chemical weapons to automobiles and credit cardshése markets develop it can create new
markets and new uses for products. It also reqailsmpany to stay ahead of others and update their
own technology as it becomes outdated. They magtisformed of trends so they can be part of the
next big thing, rather than becoming outdated aifisng the consequences financially.

The political environment includes all laws, govaant agencies, and groups that influence or limit
other organizations and individuals within a socidttis important for marketers to be aware ofsthe
restrictions as they can be complex. Some produetsegulated by both state and federal laws. There
are even restrictions for some products as to Wwadarget market may be, for example, cigarettes
should not be marketed to younger children. Thezealso many restrictions on subliminal messages
and monopolies. As laws and regulations change dtités is a very important aspect for a marketer

to monitor.

The final aspect of the macro-environment is tHeucal environment, which consists of institutions
and basic values and beliefs of a group of pedjtie.values can also be further categorized inte cor
beliefs, which passed on from generation to geiwgraind very difficult to change, and secondary
beliefs, which tend to be easier to influence. Asaaketer, it is important to know the difference
between the two and to focus your marketing cammptzigeflect the values of a target audience.
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When dealing with the marketing environment itngdrtant for a company to become proactive. By
doing so, they can create the kind of environmieat they will prosper in and can become more
efficient by marketing in areas with the greatesttomer potential. It is important to place equal
emphasis on both the macro and micro environmeaht@react accordingly to changes within them.

Mesoenvironment

The meso-level is settled between the macro- amdnibro- level. This field deals with the design of
the specific environment of the enterprises. tfidecisive importance that the layout of the pbaksi
infrastructure (transport, communication and pogistribution systems) and of the sector policies,
especially of the education, research and techggoticy, are oriented towards competitiveness. In
addition, the design of the trade policy and systefirules (for example: environmental norms and
technical safety standards), which contributei¢odevelopment of national advantages of
competition, is relevant. Like on the micro-levah the meso-level new patterns of organisation and
steering must be developed. The state shall gipelses and mediate between enterprises,
associations, science and intermediate institutitifitee design of locations becomes like that a
continuous process on the basis of the effortstarprises, science and state as well as of the
determined cooperation of private and public agents

CHECK YOUR PROGRESS

Explain the PESTEL model of study of macro envirenm
Elaborate on what is meant by demography in stdidyazro-environment.
Discuss how the economic environment affects theysbf macro-environment.

What parameters should be studies while considén@agatural environment as a factor of macro-
environment?

What constitutes the poetical environment whil@lgitng the macro-environment?

What cultural aspects should be studied while shgdthe viability of a hotel development prospegts?

What is the importance of meso-environment?

2.05 ENVIRONMENTAL SCANNING

Environmental scanningis one of the essential components ofgludal environmental analysis
Environmental monitoring, environmental forecastmglenvironmental assessmentomplete the
global environmental analysis. The global environtwefers to the macro environment which
comprises industries, markets, companies, cliexdscampetitors. Consequently, there exist
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corresponding analyses on the micro-level. Suppl@rstomers and competitors representing the
micro environment of a company are analyzed witheindustry analysis.

Environmental scanning can be defined as 'the stndyinterpretation of the political, economic,
social and technological events and trends whitthdance a business, an industry or even a total
market'. The factors which need to be considered for envirental scanning are events, trends,
issues and expectations of the different interemigs. Issues are often forerunners of trend brefaks
trend break could be a value shift in society camelogical innovation that might be permanent or a
paradigm change. Issues are less deep-seatedrabd @atemporary short-lived reaction to a social
phenomenon'A trend can be defined as an ‘environmental phexmam that has adopted a structural
character'.

Environmental scanning is an ongoing process aganiations are always refining the way their
particular company or business goes through theegs Environmental scanning reinforces
productive strategic plans and policies that cairipdemented to make the organization get the
maximum use of the business environment they af€rivironmental scanning not only helps the
business find its strengths in its current envirentrbut it also finds the weakness of competitors,
identifies new markets, potential customers andnghcoming technological platforms and devices
that can be best used to sell/market the produstmice. Environmental scanning helps a business
improve their decision-making process in timesis to the external and internal environments the
business is in.

Process

When scanning the environment, the organization h@éook at all the influences of the company.
The scanning process makes the organization awarkeat the business environment is about. It
allows the organization to adapt and learn front émaironment.When the company responds to an
environmental scanning process it allows them silyeeespond and react to any changes to both the
internal and external business environment. Enwir@mtal scanning is a useful tool for strategic
management as it helps them to create and devsdogins and objectives of the company which
assists with the production of the company or ogion.

When looking at the weaknesses of the organizatgacing in the current business environment a
formal environmental scanning is used. A commomgdrenvironmental scanning process has five
steps. The five steps are fundamental in the aehient of each step and may develop each other in
some form:

The first step of the environmental scanning precegquires the identification of the needs and the
issues that have occurred that caused the orgmmizatdecide an environmental scanning is
required. Before starting the process there areragfactors that need to be considered which delu
the purpose of the scanning, who will be partiéngain the processes and the amount of time and the
resources that will be allocated for the duratibthe scanning process.

The second step of the scanning process is gaghttiéninformation. All the needs of the organizatio
are translated into required pieces of informatfat will be useful in the process.
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The third steps analyzing all the information ttiet business have collected. When analyzing the
information organizations are made aware of thedger issues that the organizations may be
influenced by.

The step four of the environmental scanning proseal about the communication of the results
obtained in step three. The appropriate decisidkensaanalyze the translated information of the
potential effects of the organization. All the infation is presented in a simple and concise format

With all the information obtained from steps theewl four, step five is all about making informed
decisions. Management creates appropriate stepwithposition the organization in the current
business environment.

Information sources used

The information sources used to gain knowledgeusmttrstanding of the current business
environment the organization is in can be split imto categories. The external and internal
information sources. The external sources aremdyad those in a published form and can include
verbal sources such as 'word of mouth'. The extarfamation sources includes:

Personal contacts

Journals/magazines

Books

Newspapers

Professional conferences/ meetings

Radio, television and internet

Professional colleagues

Customers

Commercial databases.
The internal information is all information thatspecific to the organization. This information damn
compared with the external sources to get the maximse out of both types of sources for the
organization, internal information includes:

Personal contacts

Internal reports

Conference papers

Internal memoranda

Committees/ meetings

Sales staff

Other managers

Other employees

Internal databases.

Barriers
Environmental scanning isn't always as effectivasaful in an organizational setting for several
reasons. The volume of the information receivedugh the scanning process can be
disadvantageous when attempting to translate alké sense of the information as some information
may get overlooked or just missed entirely. Becadske volume of information its hard to decipher
what is important or not so management and keyriméition may be missed. Another way vital
information can be missed is if the informatiomirdered and unorganized. Due to ever changing
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environment all information runs under a time liwifitvalidity. Another barrier to environment
scanning is the interpretation of information thas been collected. Undetermined sources can cause
confusion and irrelevance to the process.

Macro environment

There are a number of common approaches how teenakffactors, which are mentioned in the
definition of Kroon and which describe the macreimnment, can be identified and examined.
These factors indirectly affect the organizatiohdannot be controlled by it. One approach could be
the PEST analysis. PEST stands for political, esvoosocial and technological. Two more factors,
the environmental and legal factor, are definethwithePESTEL analysis(or PESTLE analysis).

The segmentation of the macro environment accoridirtige six presented factors of the PESTEL
analysis is the starting point of the global envimental analysis.

PESTEL analysis

The six environmental factors of the PESTEL analgse the following:
Political factors

The company/organization needs to consider théigallenvironment when creating business
strategies. The entire political environment inelsitboking at government policies and the risk and
instability of current political factors. Politicakks can include an unexpected loss of ownershg

to government takeover (nationalization), or charigdabour laws which might increase the cost of
the company's workforce. However often businessacdicipate issues by performing a political risk
analysis. The political instability can influendeetbusiness and the duration of time that business/
organization is profitable.

Taxation Policy

Trade regulations

Governmental stability

Unemployment Policy, etc.

political stability
Economical factors

The economic factors of the business environmenabithe variables that impact how the consumer
spends their money and the power of that purchidssre are multiple factors that exist at any time.
An example of an economic factor is the recentssioa influenced people to spend less and save
more which has impacted current consumer spenditigrps. The economic development of a
country Is an important element when scanning toamemic environment. Countries are often
categorized as either 'developing' or 'develogéw®. exchange rate of a country can have an extnsiv
impact on the profitability of a business. Relavemall changes in the exchange rate may be the
difference between profit and loss. When promotsadling a product it is important for an
organization to consider the extra financial infation including current rates, taxes etc. in the
economy of the country.
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Interest rate

Inflation rate

Growth in spending power

Rate of people in a pensionable age

Recession or Boom

Customer liquidations

Balances of Sharing

Socio-cultural
The socio-cultural environmentlooks at the demographic characteristics of thieetts business
environment. It looks at the values, customs andthe®f the environment of which a company or
organisation is placed. When looking at the sodilbucal environment it is important to consider the
social values of the environment. Organization& laiothe cultural characteristics of the societgt an
consider all values and customs that are oftercegsd with the culture while they try to marketian
sell the product or servicsuch as:

values, beliefs
language
religion
education
literacy
time orientation
lifestyle.
Technological factors

The technological environment is becoming a loteriarportant in the modern day business
environment. New technology produces new oppoligsfor companies and organizations to create,
sell and promote a product. Technology is rapidbgng and forever changing. Telecommunication
technology e.g. cellphones and laptops are inargdle opportunity within an organization to
promote and sell a product. The internet has mafdennation available to the consumer to easily
compare current prices of a product or service thighprice of the competitors of the same product o
service. The internet has also created more oppitytito market the product or service via the uke o
social media.

Internet

E-commerce

Social Media

Electronic Media

Research and Development

Rate of technological change.
Environmental factors

The environmental factors of the PESTLE analystfuithe natural resources that are affected
by the processes of selling and marketing produrcsgrvices. The two main environmental
trends that need to be considered when evaludtiagdtural environment is the increased
pollution and growing shortage of raw materialsy&oament regulations are creating
practices that encourage environmental sustaityablibusiness might for example utilize
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recyclable and biodegradable packaging, thus makegnost of the environmental
opportunities to create a sustainable organizatiorthe current natural environment.

Competitive advantage

Waste disposal

Energy consumption

Pollution monitoring, etc.
Legal factors

The legal environment includes the laws and reguiatof a state. The laws and regulations will
influence the way in which an organization will reatror sell the product and services. The legal
factors influence trade agreements between diffey@vernments and states. The governments that
have a well developed public policy about selling aarketing goods may limit competition and
place other obligations on retailers.

Employment law
Health and safety
Product safety
Advertising regulations
Product labeling
Labour laws etc.

CHECK YOUR PROGRESS

Describe what is meant by environmental scanning.

Elaborate the importance of environmental scanning.

Discuss the process of environmental scanning.

Describe the various internal information sourcgsdun environmental scanning for a hotel.

Describe the various external information sourcEun environmental scanning for a tourism
operation.

Describe the various political factors considerednvironmental scanning for a
hotel/tourism/catering operation.

Describe the various economic factors considerexhiironmental scanning for a
hotel/tourism/catering operation.

Describe the various social factors considerediirenmental scanning for a hotel/tourism/catering
operation.

Describe the various technological factors considén environmental scanning for a
hotel/tourism/catering operation.
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Describe the various environmental factors considién environmental scanning for a
hotel/tourism/catering operation.

Describe the various legal factors considered uirenmental scanning for a hotel/tourism/catering
operation.

SWOT analysis

SWOT or situation analysis is used when withoulbtk at both the internal and external
environment. SWOT stands f8trength, Weakness Opportunity andThreat. The internal factors
considered are the strengths and weaknesses \ieeopportunities and threats are external factors
that are all used and considered to help improgetlerall decision making process in dynamic
strategic situations the business is facing.

The strengths are positive characteristics inttermal business environment which can be
capitalized on to increase the overall organizatiperformance. The weakness are factors of the
internal environment which may restrict and integfevith the positive organizational performance.
The internal environment factors will include firean production, research, development and
marketing. The opportunities include factors of ¢éiéernal environment that act like stepping stones
for the organization in order to achieve their eutrstrategic goals. The threats include the factor
that have an effect and may interrupt the orgalizdtom achieving the goals. Often threats will
come out of the external business environment.

CHECK YOUR PROGRESS

Describe what is meant by SWOT analysis.

Describe the various factors considered under &tinsrpart of SWOT analysis for a
hotel/tourism/catering operation.

Describe the various factors considered under Wessas part of SWOT analysis for a
hotel/tourism/catering operation.

Describe the various factors considered under Qppities part of SWOT analysis for a
hotel/tourism/catering operation.

Describe the various factors considered under Thpat of SWOT analysis for a
hotel/tourism/catering operation.
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2.06 CONSUMER BEHAVIOUR

Consumer behaviouris the study of individuals, groups, or organiaas and the processes they use
to select, secure, use, and dispose of productéces, experiences, or ideas to satisfy their aeed
wants. It is also concerned with the social andheatc impacts that purchasing and consumption
behaviour has on both the individual consumer anddroader societyConsumer behaviour blends
elements from psychology, sociology, social antblogy, marketing and economics, especially
behavioural economics. It examines how emotionigdés and preferences affect buying behaviour.
Characteristics of individual consumers such asadgaphics, personality lifestyles and behavioural
variables such as usage rates, usage occasioltyJdyand advocacy, willingness to provide
referrals, in an attempt to understand people'ssieamd consumption are all investigated in formal
studies of consumer behaviour. The study of consln@ieaviour also investigates the influences, on
the consumer, from groups such as family, friesgsrts, reference groups, and society in general.

The study of consumer behaviour is concerned Miitfispects of purchasing behaviour - from pre-
purchase activities through to post-purchase copamand evaluation activities. It is also
concerned with all persons involved, either diseotl indirectly, in purchasing decisions and
consumption activities including brand-influencarsl opinion leaders. Research has shown that
consumer behaviour is difficult to predict, evendaperts in the fieldHowever, new research
methods such as ethnography and consumer neuroscen shedding new light on how consumers
make decisions.

Customer relationship management (CRM) databasesbecome an asset for the analysis of
customer behaviour. The voluminous data producettidése databases enables detailed examination
of behavioural factors that contribute to customeepurchase intentions, consumer retention, loyalty
and other behavioural intentions such as the wtigss to provide positive referrals, become brand
advocates or engage in customer citizenship aesviDatabases also assist in market segmentation,
especially behavioural segmentation such as dewgdpyalty segments, which can be used to
develop tightly targeted, customized marketingtegi@s on a one-to-one basis. (Also see relatipnshi
marketing)

The purchase decision and its context
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Fig 2.08: Shoppers inspect the quality of freshdpiee at a market in Jerusalem.

Understanding purchasing and consumption behaigaukey challenge for marketers. Consumer
behaviour, in its broadest sense, is concernedwmitierstanding both how purchase decisions are
made and how products or services are consumederienced.

Some purchase decisions involve long, detailedga®es that include extensive information search to
select between competing alternativ€gher purchase decisions, such as impulse buysnade
almost instantaneously with little or no investmehtime or effort in information search.

Some purchase decisions are made by groups (sdamgies, households or businesses) while

others are made by individuals. When a purchasieidads made by a small group, such as a
household, different members of the group may beciowolved at different stages of the decision
process and may perform different roles. For exaguie person may suggest the purchase category,
another may search for product-related informatvbile yet another may physically go to the store,
buy the product and transport it home. It is custignto think about the types of decision roleshsuc

as:
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Fig 2.09: In a family unit, the adult female ofterakes brand choices on behalf of the entire
household, while children can be important influensc

The Initiator
the person who proposes a brand (or product) fasideration (something in return);
The Influencer
someone who recommends a given brand;
The Decider
the person who makes the ultimate purchase degision
The Purchaser
the one who orders or physically buys it;
The User

the person who uses or consumes the product.
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For most purchase decisions, each of the decisies must be performed, but not always by the
same individual. For example, in the case of fammking a decision about a dining-out venue, the
father or mother may initiate the process by intinzathat he/she is too tired to cook, the childaea
important influencers in the overall purchase denisbut both parents may act as joint deciders
performing a gate-keeping role by vetoing unacdaptalternatives and encouraging more acceptable
alternatives. The importance of children as infle¥s in a wide range of purchase contexts should
never be underestimated and the phenomenon is kasyaster power.

CHECK YOUR PROGRESS

Discuss what is studied under ‘consumer behavior’.
Explain the importance of studying ‘consumer bebgvi
Explain the importance of studying Customer retalop management (CRM) databases.

Discuss the roles of the initiator, the influendbg decider, the purchaser and the user in making
purchase decision.

BHM303/HTS604: Marketing Services Page 79



Buyer's Characteristics

Attitudes Motivation Perceptions Personality Lifestyle Knowledge

~~

f Buyer's Decision \

Process
Problem recognition f \
Marketing v 5 .
Stimuli WYRY:S
Product Information search Responses
2 Product Choice
Price Brand Choice
Alternative evaluation
Dealer Choice
Place ¥
Purchase Timing
Promotion Purchase Decision Piiréhase Amotint
\ 4
— \_ J

K Post-purchase /

==

Environmental Stimuli
Economic Technological Political Socio-Cultural Natural

Fig 2.10: The purchasing decision model

To understand the mental processes used in punchdscisions, some authors employ the concept of
the "black box"; a figurative term used to desctie cognitive and affective processes used by a
consumer during a purchase decision. The decisaehsituates the black box in a broader
environment which shows the interaction of extearal internal stimuli (e.g.consumer
characteristics, situational factors, marketinduiefices and environmental factors) as well as
consumer responseshe black box model is related to the black beotly of behaviourism, where

the focus extends beyond processes occumsigethe consumer, and also includes rislation

between the stimuli and the consumer's response.

The decision model assumes that purchase decidnst occur in a vacuum. Rather they occur in
real time and are affected by other stimuli, inghgdexternal environmental stimuli and the
consumer's momentary situation. The elements amntb@el include: interpersonal stimuli (between
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people) or intrapersonal stimuli (within people)yEonmental stimuli and marketing stimuli.
Marketing stimuli include actions planned and etrout by companies, whereas environmental
stimuli include actions or events occurring in tider operating environment and include social
factors, economic, political and cultural dimensiolm addition, the buyer's black box includes louye
characteristics and the decision process, whidhdnte the buyer's responses.

Fig 2.11: The purchase of up-market perfumes, diterght as gifts, are high involvement decisions
because the gift symbolises the relationship betilee giver and the intended recipient

The black box model considers the buyer's respasiseresult of a conscious, rational decision
process, in which it is assumed that the buyeréasgnized a problem, and seeks to solve it through
a commercial purchase. In practice some purchassioles, such as those made routinely or
habitually, are not driven by a strong sense oblem-solving. Such decisions are ternhmad-
involvementaind are characterized by relatively low levelsédrmation search/ evaluation activities.
In contrasthigh involvementlecisions require a serious investment of timeedfait in the search/
evaluation process. Low involvement products apecglly those that carry low levels of economic or
psycho-social risk. High involvement products drese that carry higher levels of risk and are often
expensive, infrequent purchases. Regardless ohehtite consumer faces a high or low involvement
purchase, he or she needs to work through a nuofilostinct stages of a decision process.

CHECK YOUR PROGRESS

Discuss the purchasing decision model.
What is meant by ‘black box’ in context to the phasing decision model?

What are the main characteristics of ‘low involvet@urchase decisions?
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What are the main characteristics of ‘high involes purchase decisions?

Overview of the consumer's purchase decision praces
The consumer buying process is usually depictembasisting of 5 distinct stages:

The purchase decision begins with gineblem recognitiorstage which occurs when the consumer
identifies a need, typically defined as the differe between the consumer's current state and their
desired state. The strength of the need drivestitiee decision procestmformation searchdescribes
the phase where consumers scan both their inter@alory and external sources for information
about products or brands that will potentially sfgttheir need. The aim of the information seasch i
to identify a list of options that represent reidipurchase options. Throughout the entire prqdbss
consumer engages in a series of memtaluations of alternativesearching for the best value.
Towards the end of the evaluation stage, consufoarsa purchase intention, which may or may not
translate into an actuptoduct purchaseEven when consumers decide to proceed with aralact
purchase, the decision-process is not completethatconsumer consumes or experiences the
product and engages in a firpst purchase evaluatipa stage in which the purchaser's actual
experience of the product is compared with the etgtions formed during the information search and
evaluation stages. The stages of the decision gsauarmally occur in a fixed sequence. However it
should be noted that information search and evialuagan occur throughout the entire decision
process, including post-purchase.

Problem recognition
The first stage of the purchase decision procegsbeavithproblem recognitiorfalso known as
category need or need arousal). This is when thsurper identifies a need, typically defined as the
difference between the consumer's current stateremnddesired or ideal state. A simpler way of
thinking about problem recognition is that it isevl the consumer decides that he or she is 'in the

market' for a product or service to satisfy somednar want. The strength of the underlying need
drives the entire decision process.

Theorists identify three broad classes of probleiaisg situation relevant for the purchase decision
Extensive problem-solving

Purchases that warrant greater deliberation, mdsensive information search and evaluation of
alternatives. These are typically expensive pumehasr purchases with high social visibility e.g.
fashion, cars

Limited problem-solving
Known or familiar purchases, regular purchaseajgitt re-buys. Typically low-priced items.

Routinized problem-solving
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Repeat purchases or habitual purck

Consumers become aware of a problem in a varietyagé includinc

Fig 2.12 The purchase of a mobile phone ntrigger the desire for accessories such as thisgl
mount for use in a car

Out-of-Stock/ Natural Depletior

When a consumer needs to replenish stocks of aiswise item e.g. ran out of milk or bre
Regular purchase

When a consumer purchases a proon a regular basis e.g. newspaper, mag:
Dissatisfaction

When a consumer is not satisfied with the curreotipct or servic

New Needs or Wants

Lifestyle changes may trigger the identificatiomefv needs e.g. the arrival of a baby may prc
the puchase of a cot, stroller and -seat for baby.

Related products

The purchase of one product may trigger the needdoessories, spare parts or complemei
goods and services e.g. the purchase of a predeslto the need for ink cartridges; thechase of a
digital camera leads to the need for memory c

Marketer-induced problem recognitior

When marketing activity persuades consumers obbl@m (usually a problem that the consumer
not realise they had).
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New Products or Categories

When consumers become aware of new, innovativeuptedhat offer a superior means of fulfilling a
need. Disruptive technologies such as the adventrefess free communications devices can trigger
a need for plethora of products such as a new mmusenter.

Information search and evaluation of alternatives

Iy L

W

Fig 2.13: Consumers shopping at London's Burlingdocade engage in a variety of recreational and
functional purchasing activities - from window spoy through to transporting their purchases
homewards

During the information search and evaluation statiesconsumer works through processes designed
to arrive at a number of brands (or products) thptesent viable purchase alternatives. Typically
consumers first carry out amternal searchthat is a scan of memory for suitable brands. &toked
setis a term used to describe the set of brandsathahsumer can elicit from memory and is typically
a very small set of some 3- 5 alternatives. Conssimaty choose to supplement the number of
brands in the evoked set by carrying oueaternal searclusing sources such as the Internet,
manufacturer/brand websites, shopping around, ptaeuiews, referrals from peers and the like.

Consumer evaluation can be viewed as a distingestternatively, evaluation may occur
continuously throughout the entire decision proc&he fact that a consumer is aware of a brand does
not necessarily mean that it is being consideres@sential purchase. For instance, the consumer
may be aware of certain brands, but not favoralsyased towards them (known as thept sef.

Such brands will typically be excluded from furtlealuation as purchase options. For other brands,
the consumer may have indifferent feelings (tiegt sej. As the consumer approaches the actual
purchase, he or she distills the mental list ohbsinto a set of alternatives that representstali
purchase options, known as ttensideration setBy definition, the consideration set refers te th

“small set of brands which a consumer pays classt@dn to when making a purchase decision”.
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Fig 2.14 Customer purchase decision, illustrating differeammunications touchpoints at e¢
stage

Specific brand names entéie consumer's consideration set based on thetestesich they satisf
the consumer's purchasing objectives and/or thensa or accessibility of the brand at the timi
making the purchase decisidy implication, brand names that are more memoraf#emore likely
to be accessible. Traditionally, one of the maies@f advertising and promotion was to increas¢
likelihood that a brand name was included in thasumer's evoked séRepeated exposure to bre
names through intensive advertising was the primaathod for increasintop-of-mind brand
awarenessHowever, the advent of the Internet means thaswmers can obtain brand/prod
information from a multiplicity of different platfons. In practice, this mes that the consideratic
set has assumed greater importance. The implicktianarketers is that relevant brand informa
should be disseminated as widely as possible ahaded on any forum where consumers are li
to search for product or branagformation. Thus, marketers require a rich undadstay of the typica
consumer's touchpoints.

Consumers evaluate alternatives in terms ofunctional andpsycho-sociabenefits ofered.
Functional benefits are the tangible outcomesdaatbe experienced by the consumer such as
or appearance. Psyckocial benefits are the more abstract outccsuch as the social currency t
might accrue from wearing an expensive suit, desitabel or driving a 'hot' car. Brand image i
important psychaocial attribute. Consumers have both positiveraghtive beliefs about a giv
brand.Consumer beliefs may differ depending on the comslsnprior experience and the effect:
selective perception, distortion and reten

The marketing organization needs a deep undeiing of the benefits most valued by consumers
therefore which attributes are most important imt&eof the consumer's purchase decision. It
needs to monitor other brands in the customer’sidenation set to optimise planning for its o
brand.
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During the evaluation of alternatives, the consuragaks or assesses the relative merits of different
options available. No universal evaluation proéessed by consumers across all-buying situations.
Instead, consumers generate different evaluatiterier depending on each unique buying situation.
Thus the relevant evaluation attributes vary adogrtb across different types of consumers and
purchase contexts. For example, attributes impbfteirevaluating a restaurant would include food
quality, price, location, atmosphere, quality afviee and menu selection. Consumers, depending on
their geographic, demographic, psychographic ahdvieural characteristics, will decide which
attributes are important to them. Potential pats®eking a hedonic dining experience may be willing
to travel further distances to patronise a finarjrvenue compared to those wanting a quick meal at
a more utilitarian eatery. After evaluating thefeliént product attributes, the consumer ranks each
attribute from highly important to least importafhese priorities are directly related to the
consumer’s needs and wants. Thus, the consumeesat a weighted score for each product or
brand - representing the consumer’s subjectivessisgant of individual attribute scores weighted in
terms of their importance, to arrive at a total takacore or rank for each product/brand under
consideration.

Purchase decision

Once the alternatives have been evaluated, theicwngs ready to make a purchase decision.
Sometimes purchase intention does not transladeaimtactual purchase. The extent to which purchase
intentions result in actual sales is known asstiles conversiorate.

= .H':..
T
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Fig 2.15: Happy hour, where two drinks can be pasdd for the price of one, is a strong call-to-
action because it encourages consumers to buy atherrthan defer purchasing to a later time

Organizations use a variety of techniques to impranversion rates. The provision of easy credit or
payment terms may encourage purchase. Sales posatiich as the opportunity to receive a
premium or enter a competition may provide an itigerto buy now rather than defer purchases for a
later date. Advertising messages with a stroailyto-actionare yet another device used to convert
customers. A call-to-action is any device desigiteencourage immediate sale. Typically, a call-to-
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action includes specific wording in an advertisetra@rselling pitch that employs imperative verbs
such as "Buy now" or "Don't wait". Other types afls-to-action might provide consumers with
strong reasons for purchasing immediately suchffan that is only available for a limited time (e.g
'Offer must expire soon’; 'Limited stocks availdbbe a special deal usually accompanied by a time
constraint (e.g. 'Order before midnight to receivfeee gift with your order’; "Two for the price arfie
for first 50 callers only"). The key to a poweréalll-to-action is to provide consumers with
compelling reasons to purchase promptly rather tiedier purchase decisions.

As consumers approach the actual purchase decikmnare more likely to rely on personal sources
of information. For this reason, personal salesasgntatives must be well versed in giving sales
pitches and in tactics used to close the sale. ddistused might include: ‘social evidence’, wheee th
salesperson refers to previous success and sttsffilom other customers buying the product.
‘Scarcity attraction’ is another technique, whdre salesperson mentions that the offer is limisdt
forces the consumer to make a quicker decisionttaargfore less time evaluating alternatives.

Post-purchase evaluation

Following purchase and after experiencing the produservice, the consumer enters the final stage,
namely post-purchase evaluation. The consumerthpse and post-purchase activities have the
potential to provide important feedback to marketéoxall suggested that post-purchase evaluation
provides key feedback because it influences fyturehase patterns and consumption activities.

The post purchase stage is where the consumer mesuia@nd comparies product features, such as
price, functionality, and quality with their expatibns. Post purchase evaluation can be vieweteas t
steps taken by consumers to correlate their expi@asawith perceived value, and thus influences the
consumer’s next purchase decision for that goakorice. For example, if a consumer buys a new
phone and his or her post-purchase evaluationsisiy® he/she will be encouraged to purchase the
same brand or from the same company in the fullms.is also known as "post-purchase intention".
On the contrary, if a consumer is dissatisfied whth new phone, he or she may take actions to
resolve the dissatisfaction. Consumer actiondjiginhstance, could involve requesting a refund,
making a complaint, deciding not to purchase timeshrand or from the same company in the future
or even spreading negative product reviews to disesr acquaintances, possibly via social media.

After acquisition, consumption or disposition, comers may feel some uncertainty in regards to the
decision made, generating in some cases rdgpst-decision dissonanc@lso known as cognitive
dissonance ) is the term used to describe feetihgaxiety that occur in the post purchase stage; a
refers to the consumer's uneasy feelings or coa@so whether or not the correct decision was
made at purchase. Some consumers, for instanceragsst that they did not purchase one of the
other brands they were considering.This type ofedypxan affect consumers' subsequent behaviour
and may have implications for repeat patronagecastbmer loyalty.

Consumers use a number of strategies to reducepagtase dissonance. A typical strategy is to
look to peers or significant others for validatmithe purchase choice. Marketing communications
can also be used to remind consumers that they madise choice by purchasing Brand X.

When consumers make unfavorable comparisons betiivearnosen option and the options forgone,
they may feel post-decision regret or buyer's re@moConsumers can also feel short-term regret when
they avoid making a purchase decision, howeverdgeet can dissipate over time. Through their
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experiences consumers can learn and also engagaratess that's calldg/pothesis testing his

refers to the formation of hypotheses about thelyxcts or a service through prior experience or word
of mouth communications. There are four stagesdti@sumers go through in the hypothesis testing:
Hypothesis generation, exposure of evidence, engaafievidence and integration of evidence.

CHECK YOUR PROGRESS

Discuss the consumer's purchase decision process.

Give a detailed account of the ‘Problem recognitgtage of purchase decision process.
Give a detailed account of the ‘Information seastage of purchase decision process.

Give a detailed account of the ‘evaluation of @lédives’ stage of purchase decision process.
Give a detailed account of the ‘purchase decisstege of purchase decision process.

Give a detailed account of the ‘post-purchase e’ stage of purchase decision process.

Internal influences on purchase decision

Purchasing behaviour is also influenced by a rarigeternal influences such as psychological,
demographic and personality factors. Demograplutofa include income level, psychographics
(lifestyle), age, occupation and socio-economitustaéPersonality factors include knowledge,
attitudes, personal values, beliefs, emotions astings. Psychological factors include an individua
motivation, attitudes, personal values and beli@tber factors that may affect the purchase detisio
include the environment and the consumer's pripee&nce with the category or brand.

Motivations and emotions
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Fig 2.16: Maslow's hierarchy suggests that peoplekgo satisfy basic needs such as food and shelter
before higher order needs become meaningful

The consumer's underlying motivation drives congusstion, including information search and the
purchase decision. The consumer's attitude toradi{@brand preferenceis described as a link
between the brand and a purchase motivation. Tihetigations may be negative - that is to avoid
pain or unpleasantness, or positive - that is hieaze some type of reward such as sensory
gratification.

One approach to understanding motivations, wasloped by Abraham Maslow. Maslow's hierarchy
of needs is based on five levels of needs, orgdrazeordingly to the level of importance.

Maslow's five needs are:
Physiological
basic levels of needs such as food, water and sleep
Safety
the need for physical safety, shelter and security
Belonging
the need for love, friendship and also a desirg@foup acceptance
Esteem
The need for status, recognition and self-respect

Self-actualization
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The desire for self-fulfillment (e.g. personal gthwartistic expression)

Physiological needs and safety needs are the kaddalver order needs. Consumers typically use
most of their resources (time, energy and finanatte)npting to satisfy these lower order needs
before the higher order needs of belonging, este®hself-actualization become meaningful. Part of
any marketing program requires an understandinvghadh motives drive given product choices.
Marketing communications can illustrate how a pidar brand fulfills these needs. Maslow's
approach is a generalised model for understandingah motivations in a wide variety of contexts,
but is not specific to purchasing decisions.

Fig 2.17: A decision to purchase an analgesic prapan is motivated by the desire to avoid pain
(negative motivation)

Fig 2.18: A decision to buy an ice-cream sundamdstivated by the desire for sensory gratification
(positive motivation)
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Another approach proposes eigirchasemotivations, five negative motives and three posit
motives, which energise purchase decisions adrgiesl in the table below. These motivations are
believed to provide positive reinforcement or negateinforcement.

IRossiter and Percy's Purchase Motivations & Emetion |
IMotivation || Emotional Sequence |
INEGATIVE I |
IProblem removal | Annoyance Relief |
IProblem avoidance | Fear Relaxation |
Incomplete satisfaction | DisappointmentOptimism |
IMixed approach avoidandf€onflict — Peace-of-mind |
INormal depletion || Mild annoyanece Convenience |
IPOSITIVE I |
ISensory gratification || Dull (or neutral) Sensory anticipation |
Intellectual simulation || Bored (or neutra}) Excited |
\Social approval/ conformihy\pprehensive (or ashamed) Flattered/ prodd

In the marketing literature, the consumer's moitrato search for information and engage in the
purchase decision process is sometimes knowmvabl/ementConsumer involvement has been
defined as "the personal relevance or importan@eméssage [or a decision]". Purchase decisions are
classified asow involvementwhen consumers suffer only a small psycho-soo# In the event that
the make a poor decision. On the other hand, éhpeecdecision is classified laigh involvement

when psycho-social risks are perceived to be whtihigh. The consumer's level of involvement is
dependent on a number of factors including, peetkiisk of negative consequences in the event of a
poor decision, the product category - especialysibcial visibility of the product and the consuier
prior experience with the category.

Perception

Part of marketing strategy is to ascertain how gores's gain knowledge and use information from
external sources. The perception process is whdigiduals receive, organize and interpret
information in order to attribute some meaning.ception involves three distinct processes: sensing
information, selecting information and interpretinfprmation. Sensation is also part of the
perception process, and it is linked direct witkpanses from the senses creating some reaction
towards the brand name, advertising and packagjimg process of perception is uniquely individual
and may depend on a combination of internal anereat factors such as experiences, expectations,
needs and the momentary set.

When exposed to a stimulus, consumers may resposwtirely different ways due to individual
perceptual processes. A humber of processes mtestipport or interfere with perceptiddelective
exposureoccurs when consumers decide whether to be exposefbrmation inputsSelective
attentionoccurs when consumers focus on some messageseadlusion of otherSelective
comprehensioiis where the consumer interprets information imaaner that is consistent with their
own beliefs Selective retentionccurs when consumers remember some informatidle vetpidly
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forgetting other information. Collectively the pesses of selective exposure, attention,
comprehension and retention lead individual conssnmefavor certain messages over others. The
way that consumers combine information inputs tverat a purchase decision is known as
integration

Marketers are interested in consumer perceptiobsarfds, packaging, product formulations, labeling
and pricing. Of special interest is ttieeshold of perceptioalso known as thjgist noticeable
differencé in a stimulus. For example, how much should aketar lower a price before consumers
recognize it as a bargain? In addition, marketksmnng to enter global markets need to be aware of
cultural differences in perception. For examplestemers associate the color white with purity,
cleanliness and hygiene, but in eastern countrietews often associated with mourning and death.
Accordingly, white packaging would be an inapprat®icolor choice for food labels on products to
be marketed in Asia.

Prior experience

The consumer's prior experience with the categmgduct or brand can have a major bearing on
purchase decision-making. Experienced consumess ¢allled experts) are more sophisticated
consumers; they tend to be more skillful informatsearchers, canvass a broader range of
information sources and use complex heuristicwatuate purchase options. Novice consumers, on
the other hand, are less efficient information clears and tend to perceive higher levels of puechas
risk on account of their unfamiliarity with the mchor category. When consumers have prior
experience, they have less motivation to searcmformation, spend less effort on information
search but can process new information more effilgieOne study, for example, found that as
consumer experience increases, consumers considdearange of purchase alternatives (that is,
they generate a larger consideration set, butairilye product category level).

CHECK YOUR PROGRESS

Discuss the various internal factors which affeet purchase decision.
Explain the five needs proposed by Maslow.

Elaborate on the eigipurchasemotivations proposed by Rossiter and Percy.
Discuss the importance of perception of the prodadhe purchase decision.
Discuss the concept of involvement of the customéne purchase process.

Discuss the importance of prior experience of tmaedsimilar product on the purchase decision.
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External influences on purchase decision

Purchasing behaviour can also be affected by eafterfiuences, such as culture, sub-
culture, social class, reference groups, family sihgational determinants.

Culture

Culture is the broadest and most abstract of theread factors. Culture refers to the complexity of
learning meanings, values, norms, and customsdhgrenembers of a society. Cultural norms are
relatively stable over time, therefore, culture hasajor impact on consumer behaviour. Marketers
interested in global expansion are especially éstixd in understanding cross-cultural differenoes i
purchasing and consumption. For instance, Fewae,of the world's top brands found that Chinese
consumers are very different from their Westermtexparts. Whereas consumers in the US, UK and
Australia expect to wait 12 months for a custom-en&drrari, prospective Chinese buyers want to
drive the vehicle off the showroom floor. Chinais‘instant-gratification market’. Buyers see their
friends riding around in a luxury car and want &vé the same as quickly as possible. To meet the
growing demand for luxury goods, Ferrari and otbeury car makers have been forced to modify
their production processes for Asian markets.

Subcultures

Fig 2.19: People with shared interests, such aseskaand bladers, tend to form informal groups
known as subcultures

Subcultures may be based on age, geographic,aedigiacial, and ethnic differences. More often,
however, a subculture occurs when people with shiaterests form a loose-knit group with a
distinctive identity (sometimes callednsumer tribes Members of subcultures are self-selected, and
signal their membership status by adopting symbitisls or behaviours that are widely understood
by other members of the tribe (e.g. a dress caalestile or even a unique way of speaking). For
example, within youth culture it is possible tontiey a number of sub-groups with common interests
such as skaters and bladers, surfers, ravers, pskiksheads, Goths, homies and others.
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Fig 2.20: Harley-Davidson enthusiasts are an exangfla consumption subculture

A different type of subculture is@nsumption subcultunehich is based on a shared commitment to
a common brand or product. In other words, consiompgubcultures cut across demographic,
geographic and social boundaries. The most welsknexample of a consumption subculture is that
of Harley-Davidson motorcycle owners. Ethnograpbgearchers who have studied Harley riders
believe that there are only two types of motor isys] Harley owners and the rest. Harley-Davidson
has leveraged the values of this subculture byksiteng the Harley Owners Group (HOG).

Subcultures are important to marketers for sevesdons. Firstly. given that subcultures can
represent sizeable market segments which are gitdiand influential, there are obvious advantages
in developing and selling products and servicesrtieet the needs of subculture members. Secondly,
and perhaps less obviously, many new fads anddiasi@merge spontaneously from within these
tribal groups. Trend-spotters are accordingly edexd in studying the lifestyles and activities of
tribes in an effort to spot new trends before theynainstream

Social class

Social class refers to relatively homogenous divisiin a society, typically based on socio-economic
variables such as educational attainment, incordevaoupation. Social class can be very difficult to
define and measure, however marketers around thd temd to use a conventional classification
which divides any given population into five soéoenomic quintiles (e.g. In Australia the groups
AB, C, D, E and FG, where AB is the top socio-eanitoquintile, but in much of Asia the quintiles
are labelled 1, II, 111, IV and V where | is thegauintile). In Australia, for example, the AB soci
economic group account for just 24% of the popatatbut control 50% of discretionary spending.
The top quintiles (i.e. AB socio-economic segmeats)of particular interest to marketers of luxury
goods and services such as travel, dining-outytamenent, luxury cars, investment or wealth
management services, up-market consumer electranatslesigner labels (e.g. Louis Vuitton).

Reference groups

A reference group is defined as "a group whoseupned perspectives or values are being used by an
individual as the basis for his or her judgmeninimms, and actions." Reference groups are impbrtan
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because they are used to guide an individual'sid#s, beliefs and values. Insights into how
consumers acquire a given value system can obt&ioedan understanding of group influence and
group socialisation processes.

The literature identifies five broad types of refece group; primary, secondary, aspirational,
dissociative and formal:

Primary groups groups, such as family, that exert a strong arflze on attitudes and behaviours

Secondary groupgroups such as clubs, societies, sports teartiscaloparties, religions that
align with a person's ideas or values, but extgssifundamental influence on the formation
of attitudes and behaviours

Aspirational groupggroups to which an individual does not curren#jolng, but possibly aspires
to become a member because the group possessastehstics which are admired.

Disassociative reference groupa group which has a negative image; individuady
disapprove of the disassociative group's valudéis @es or behaviours and may seek to
distance themselves from such groups.

Opinion Leadergan act like reference groups in that they examsierable social influence
because of their product knowledge, expertise amdilality. In the marketing literature,
opinion leaders are also known as influencers, maaad even hubs. Opinion leaders are
specific to a product category, so that an opitéader for computers is not likely to be an
opinion leader for fashion. Typically, opinion le&d have high levels of involvement with
the product category, are heavy users of the categal tend to be early adopters of new
technologies within the category. Journalists, méfies and bloggers are good examples of
an opinion leader due to their broad social net&amd increased ability to influence
people’s decisions . Indeed, recent evidence stgjtjes bloggers may be emerging as a
more important group of opinion leaders than cédiielst

In order to leverage the value of opinion leademharketing strategies, it is important to be able
identify the unique opinion leaders for each catg@o situation and this can be very challenging.
Some techniques that can be used are through f@yniants, socio-metric techniques and self-
guestionnaires. More often, however, marketergusenstinct to identify opinion leaders. For
example, marketers of athletic shoes have beeniknowrovide gym/ aerobic instructors with free
shoes in the hope that class members will adoggalree brand as the instructor. Marketers of
cosmetics and skincare preparations regularly geofashion editors with free samples in the hope
that their products will be mentioned in fashiongaznes.

CHECK YOUR PROGRESS

Discuss the various external factors which affeetgurchase decision.

Discuss the importance of culture of the sociairemment of customer on the purchase decision.
Discuss the importance of sub-culture of the samaironment of customer on the purchase decision.
Discuss the importance of social class of the $eci@ironment of customer on the purchase decision.

Discuss the importance of reference groups o$titéal environment of customer on the purchase
decision.
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Consumer decision styles

A number of theorist have argued that certain fumelatal decision-making styles can be
identified. A decision-making style is defined asreental orientation characterising a
consumer's approach to making choices." SproleKandall (1986) developed a consumer
style inventory (CSI) consisting of eight factasach as price-sensitivity, quality-
consciousness, brand-consciousness, novelty-sed&sigon-consciousness and habit.
Based on these factors, the authors developedotypof eight distinct decision-making
styles:

Fig 2.21: Those who shop for pleasure are knowreageational shoppers

Quiality conscious/Perfectionist Quality-consciousness is characterised by a coess search for
the very best quality in products; quality conssiconsumers tend to shop systematically making
more comparisons and shopping around.

Brand-conscious Brand-consciousness is characterised by a tegpdermy expensive, well-known
brands or designer labels. Those who score higtramd-consciousness tend to believe that the
higher prices are an indicator of quality and eithilpreference for department stores or top-t&ailr
outlets.
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Recreation-conscious/ HedonisticRecreational shopping is characterised by thewmer's
engagement in the purchase process. Those wholsgbren recreation-consciousness regard
shopping itself as a form of enjoyment.

Price-conscious A consumer who exhibits price-and-value consaiess. Price-conscious shoppers
carefully shop around seeking lower prices, saletiscounts and are motivated by obtaining the best
value for money

Novelty/fashion-consciouscharacterised by a consumer’s tendency to setehesu products or new
experiences for the sake of excitement; who gadit@xent from seeking new things; they like to
keep up-to-date with fashions and trends, variegkmg is associated with this dimension.

Impulsive: Impulsive consumers are somewhat careless inngglirchase decisions, buy on the
spur of the moment and are not overly concerneld @ipenditure levels or obtaining value. Those
who score high on impulsive dimensions tend nddtg@ngaged with the object at either a cognitive
or emotional level.

Confused (by over-choice)characterised by a consumer’s confusion causeddognany product
choices, too many stores or an overload of proadfictmation; tend to experience information
overload.

Habitual / brand loyal: characterised by a consumer’s tendency to folawutine purchase pattern
on each purchase occasion; consumers have favbuaitels or stores and have formed habits in
choosing, the purchase decision does not involvehnawraluation or shopping around.

The Consumer Styles Inventory (CSI) has been extelgsested and retested in a wide variety of
countries and purchasing contexts. Many empiricalies have observed cross-cultural variations in
decisions styles, leading to numerous adaptationsodifications of the CSl scale for use in specifi
countries. Consumer decision styles are importantnfarketers because they describe behaviours that
are relatively stable over time and for this reasbey are useful for market segmentation.

CHECK YOUR PROGRESS

Discuss the various purchase decision styles dbmess.

Elaborate on theQuality conscious/Perfectionist style of customers.
Elaborate on the Brand-conscious style of customers.

Elaborate on thRecreation-conscious/ Hedonistic style of customers.
Elaborate on th€rice-conscious style of customers.

Elaborate on theNovelty/fashion-consciousstyle of customers.
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Elaborate on thdmpulsive style of customers.
Elaborate on th€onfused (by over-choice) style of customers.
Elaborate on théHabitual / brand loyal style of customers.

Explain the importance of Consumer Styles Inven{@$l) in designing a product.

Other topics in consumer behaviour

Fig 2.22: The purchase of an up-market sports earies both financial risk and social risk, because
it is an expensive purchase and it makes a highigle statement about the driver

In addition to understanding the purchasing degisitarketers are interested a number of different
aspects of consumer behaviour that occur beforsgland after making a purchase choice. Areas of
particular interest include: risk perception argk rieduction activities; brand switching, channel
switching, brand loyalty, customer citizenship bebars and post purchase behavioural intentions
and behaviours, including brand advocacy, refervatsd of mouth activity etc.

Risk perception and risk reduction activities

The consumer's perceptions of risk are a majorideregion in the pre-purchase stage of the
purchasing decision. Perceived risk is definedlas Consumer's perceptions of the uncertainty and
adverse consequences of engaging in an activiigk ¢dnsists of two dimensionsonsequences

the degree of importance or the severity of anamutandincertainty- the consumer's subjective
assessment of the likelihood of occurrence. Fomgka, many tourists are fearful of air travel
because, although the probability of being involiredn airline accident is very low, the
consequences are potentially dire.

BHM303/HTS604: Marketing Services Page 98



The marketing literature identifies many differgyyies of risk, of which five are the most frequgntl
cited:

Fig 2.23: Facilitating trial of a product may hetp alleviate risk perceptions
Financial Risk: the potential financial loss in the event of @pdecision

Performance Risk(also known agunctional risR: The idea that a product or service will not
perform as intended

Physical Risk the potential for physical harm if something gageng with a purchase
Social Risk the potential for loss of social status assodiatith a purchase
Psychological Risk the potential for a purchase to result in a lifsself-esteem

If a consumer perceives a purchase to be riskgylsbe will engage in strategies to reduce the
perceived risk until it is within their toleranaevkls or, if they are unable to do so, withdrawrfritne
purchase. Thus, the consumer's perceptions ofirig& information search activities.

Services marketers have argued that risk percestibigher for services because they lack the kearc
attributes of products (i.e. tangible propertiest ttan be inspected prior to consumption). In tevfns
risk perception, marketers and economists idetttifge broad classes of purchase; search goods,
experience goods and credence goods with impliesifior consumer evaluation processes. Search
goods, which include most tangible products, pastagible characteristics that allow consumers to
evaluate quality prior to purchase and consumptmperience goods, such as restaurants and clubs,
can only be evaluated with certainty after purcrassonsumption. In the case of credence goods,
such as many professional services, the consunus i difficult to fully appreciate the quality tie
goods even after purchase and consumption hasredciifficulties evaluating quality after

BHM303/HTS604: Marketing Services Page 99



consumption may arise because the cost of obtainfogmation is prohibitive, or because the
consumer lacks the requisite skills and knowledgandertake such evaluations. These goods are
called credence products because the consumelligygualuations depend entirely on the trust
given to the product manufacturer or service prewid

Typical risk-reduction strategies used include:
Prospective purchasers carefully inspect the medika before purchasing expensive gold jewellery

Advertising and Promotional MessagesPay closer attention to product or brand relgtesnotion
including advertising messages

Shopping Around: Comparing offers and prices, inspecting the memdise
Buy Known Brand: Using a known, reputable brand as an indicat@uality merchandise
Buy from Reputable Store Relying on a reputable retail outlet as an inicaf quality

Product Reviews Reading independent reviews in main media (egspapers, magazines), written
by independent experts

Online product reviews or consumer-generated testionials: Reading about the experiences of
other consumers (e.g. TripAdvisor, Amazon custoraeiews)

Sampling or Limited-scale Trial: Where practical, obtaining samples, free triah diest-drive' prior
to purchase

Manufacturer Specifications Reading information provided by manufacturers lergchures or
specs

Referrals: Obtaining referrals from friends or relatives
Sales RepresentativesTalking to sales reps in retail outlets

Product Guarantees Looking for formal guarantees or warranties

New product adoption and diffusion of innovations

Within consumer behaviour, a particular area dadnest is the study of how innovative new products,
services, ideas or technologies spread througtpgrdnsights about how innovations are diffused
(i.e., spread) through populations can assist nbenrkéo speed up the new product adoption process
and fine-tune the marketing program at differeages of the diffusion process. In addition, diffusi
models provide benchmarks against which new pradtrctductions can be tracked.
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Fig 2.24: The diffusion of innovations accordingRogers. As successive groups of consumers adopt
the innovation (shown in blue), its market shamdlow) will eventually reach saturation level

A sizeable body of literature has been devotetediffusion of innovation. Research studies tend t
fall into two broad categories; general diffusiesearch - an approach that seeks to understand the
general process of diffusion and applied diffugiesearch - studies that describe the diffusion of
specific products at particular moments in timevighin given social communities. Collectively these
studies suggest a certain regularity in the adopiocess; initially few members adopt the
innovation but over time, successive, overlappiages of people begin to adopt the innovation. This
pattern contributes to a generalised S-shaped casv&hown in the figure at right. However, the
exact shape and timing of curves varies in diffepeaduct markets such that some innovations are
diffused relatively quickly, while others can takany years to achieve broad market acceptance.

The diffusion model developed by Everett Rogessidely used in consumer marketing because it
segments consumers into five groups, based onrtteiof new product adoption. Rogers defines the
diffusion of innovation as the process by which thaovation is "communicated through certain
channels over time among the members of a sogs& sy’ Thus the diffusion process has a number
of elements, the innovation, the communication aleés) time and the social system. An innovation
is any new idea, object or process that is perdegenew by members of the social system.
Communication channels are the means by whichrimdtion about the innovation is transmitted to
members of the social system and may include massandigital media and personal
communications between members of the social sysiemne refers to the rate at which the
innovation is picked up by the members of the $agistem.

Table 1:Adopter Categories

Adopter Proportion of All

Group Adopters Psycho-social and Demographic Characteristics

Innovators || 2.5% adopt new products or concepts well ahead of thlscommunity
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venturesome; like new ideas

are willing to accept some uncertainty/ risk inghase decision-
making

are active information seekers
cosmopolitan; move in broad social circles

have access to financial resources (which helpsrblpotential
losses when innovations fail)

tend to be heavy users or category enthusiaststéelitheads are
the first to adopt new communications technologies)

tend to be younger, well-educated and affluent

Early

second group to adopt new products or concepts
not too far ahead of the community in terms of iattveness

have the respect of their social communities

adopters 13.5%
P potential adopters look to early adopters as raldets
are important opinion leaders
higher social status and well-educated
third group to adopt new products or concepts
adopt innovations only marginally ahead of the camity average
Early 34%
majorit . . D
jority tend to be more deliberate in purchase decisiorifrgak
average social status and education levels
adopt new products or concepts slightly later thegrage
Late N . .
o 34% skeptical in purchase decision-making
majority
adoption is often a response to social communigggures
last group to adopt new products or concepts
Laggards 16% highly cautious; need to be confident that an iratiown will not fail

before purchasing
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are the most risk-averse of all adopter segmerstkel change
traditionalists; resistant to change; look to thastp
somewhat isolated within their social community

often adopt innovations when they are becominglebso

tend to be older, less well educated and lesseatflu

A number of factors contribute to the rate at whiatovations are diffused through a social
community.

Facilitating a 'test-drive' can encourage consurntespeed up adoption rates

Relative advantage the degree to which an innovation is perceivebeg@uperior to alternatives
Compatibility : the extent to which an innovation fits in with iadividual's values, lifestyles and
past experiences
Complexity: the degree to which an innovation is perceiveble@asy or difficult to understand
and use
Trialability : the extent to which an individual can experimeith the innovation, on a limited
scale, prior to adoption
Observability: the degree to which the results of the innovatitnvisible to other members of
the social community
Innovations with some or all of these factors apeatikely to be adopted quickly. Accordingly,
marketing communications may stress the innovatiaiative benefits over other solutions to the
consumer's problem. Marketing messages may alsis fme compatibility and observability.
Marketers can also facilitate adoption by offerlimgjted scale trial (e.g. samples, test drivese al
approval), enabling consumers to develop and utadetig of the innovation and how it is used
prior to purchase.
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Household Penetration of Selected Communications Technologies
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Fig 2.25: The rate of diffusion is speeding up

Studies have shown that the diffusion rate for magwy technologies is speeding up. The figure,
Household Penetration of Selected Communicationbri@ogiegFig 2.25), illustrates U.S.

household penetration rates of selected commuaitatechnologies, measured as a percentage of all
households. The slope of the curve becomes stegiteeach successive innovation indicating a

more rapid diffusion rate. For example, it took al#es for the telephone to achieve 50 percent
penetration rates beginning in around 1900, kabik less than five years for cellphones to achieve
the same penetration rates. In order to explaimitreasing pace of adoption, some have pointed to
supply-side issues such as reduced barriers tp @ntt lower costs of innovation, while others have
argued that consumers drive adoption rates becthegelace a high value on the convenience of
new innovations.

CHECK YOUR PROGRESS

Discuss the Risk perception and risk reductiorvdigs of customers in pre-purchase stages.
Elaborate on new product adoption and diffusiompnbvations style of customers.

Give detailed characterizes of Innovators typeeohhology adopters.

Give detailed characterizes of Early adopters tfftechnology adopters.

Give detailed characterizes of Early majority tgbeechnology adopters.
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Give detailed characterizes of Late majority typeeohnology adopters.

Give detailed characterizes of Laggards type diretogy adopters.

Brand-switching

Brand-switching occurs when a consumer choosesrtthpse a brand that is different to the regular
or customary brand purchased. Consumers switctubran a variety of reasons including that the
store did not have the regular brand or the consardesire for variety or novelty in brand choike.

the fast moving consumer goods market (FMCG), ib&léence of switching is relatively high. A

great deal of marketing activity is targeted anlrawitchers. Rossiter and Bellman have proposed a
classification of consumers based on brand-loyaityiching behaviour:

Brand Loyals
Purchase preferred brand on almost every purclasesion
Favourable Brand Switchers

Exhibit moderate preference for the brand or brdhdsthey buy and can be readily enticed to
purchase competing brands

Other Brand Switchers

Normally purchase a competing brand, possibly bez#uey are unaware of our brand or due to a
negative experience with our brand

New Category Users
Those who are unaware of a category but have paltémbbecome new users

Marketers are particularly interested in understamthe factors that lead to brand-switching. A
global, large sample survey carried out by Nielsemws that four in 10 shoppers (41%) said that
getting a better price would encourage them tocswbrands (or service provider/retailer); 26% said
quality was an incentive to switch; 15% lookedddretter service agreement and 8% said that
improved features are a switching incentive. Howeiteshould be noted that cross-cultural
differences were observed among respondents. Wasehe major switch incentive for more than
half of North Americans (61%) and Europeans (54%)drice and quality held equal sway in Asia-
Pacific and Middle East/Africa, with roughly ondrthof respondents each in both regions reporting
that both price and quality were the major incesgito switching.

The concept o$witching costgalso known as switching barriers) is pertinent® understanding of
brand switching. Switching costs refer to the castarred by a consumer when he or she switches
from one supplier to another (or from one brandrtother). Although switching costs are often
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monetary, the concept can also refer to psychabgiusts such as time, effort and inconvenience
incurred as a result of switching. When switchiogts are relatively low, as in the case of many fas
moving consumer goods (FMCG), the incidence of thswitching tends to be higher. An example of
switching that includes both monetary and psycholdgosts is when Android or Apple users wish
to switch to a different platform, they would nagedsacrifice their data, including purchased music
tracks, apps or media and may also need to leavnnangines to become an efficient user.

Channel-switching

s

Fig 2.26: The advent of "category killers", suchfasstralia's Officeworks, has contributed to an
increase in channel switching behaviour

Channel-switching (not to be confused with zapmnghannel surfing on TV) is the action of
consumers switching to a different purchasing emvitent (or distribution channel) to purchase
goods, such as switching from brick-and-mortarestdo online catalogues, or the internet. A number
of factors have led to an increase in channel &imtgcbehaviour; the growth of e-commerce, the
globalization of markets, the advent of Categohigis (such as Officeworks and Kids 'R Us) as well
as changes in the legal/ statutory environmenti&atance, in Australia and New Zealand, following

a relaxation of laws prohibiting supermarkets fregling therapeutic goods, consumers are gradually
switching away from pharmacies and towards supdmtsfor the purchase of minor analgesics,
cough and cold preparations and complementary nmedicuch as vitamins and herbal remedies.

For the consumer, channel switching offers a marerge shopping experience. However, marketers
need to be alert to channel switching becauses giatential to erode market share. Evidence of
channel switching can suggest that disruptive fosere at play, and that consumer behaviour is
undergoing fundamental changes. A consumer maydrepted to switch channels when the product
or service can be found cheaper, when superior Inbdeome available, when a wider range is
offered, or simply because it is more conveniergttop through a different channel (e.g. online or
one-stop shopping). As a hedge against market &beges due to switching behaviour, some retailers
engage in multi-channel retailing.

Impulse buying
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Impulse purchases are unplanned purchases. Inmpuyseg can be defined as “a sudden and
powerful urge to buy immediately” and occurs whezoasumer purchases an item which they had no
intention of purchasing prior to entering the stdngpulse buying can be influenced by external
stimuli such as store characteristics and sale gtioms, internal stimuli such as enjoyment and-self
identity, situational and product related factarstsas time and money available, and demographic
and socio-cultural factors such as gender, ageeduadation. Stern introduced the four broad
classifications of impulse buying including purepufse buying, reminded impulse buying,
suggestion impulse buying, and planned impulserguayi

Fig 2.27: Large family-sized cakes are more likelpe a planned purchase, while the individual
portions are much more likely to be an unplannectipase

Pure impulse buying

Occurs outside of the normal purchase behaviourev€onsumer experiences a strong emotion of
desire towards a product that he/she did not Ihyitidan to buy. This is type of impulse buying is
commonly influenced by low prices and even the aygrto touch the product as this will create the
imagine of actually owning the product.

Reminded impulse buying

Occurs when a consumer remembers the need fodagirby seeing it in a store. This is triggered
through various techniques such as in-store aduagtor sensory marketing. For example, a
consumer may be reminded to buy ingredients farbdrue when he/she drives past a butcher store.

Suggestion impulse buying

Occurs when a consumer sees a product that theyrttagrior knowledge about, envisions a use for
it, and decides that they need it. An example gfjestion impulse buying is when a consumer is
encouraged to purchase an electric hand-mixer ladteng picked up a brochure from the baking
department of a home-ware store. The brochure noasithe consumer of the hand-mixer's
superiority over the wooden spoon she has beeg.ugiarketing techniques that can also trigger
suggestion impulse buying include long-term waiiesnbr a free trial period.
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Planned impulse buying

Involves a partially planned intention of buyingwever specific product or categories are not yet
determined. In this case, the consumer’s purchagcgsion can be encouraged by retailing staff, or
even their peers who can persuade the consumercbgse a substitute or provide reassurance about
an alternative brand choice.

Recent research carried out by Nielsen Internaltisuggests that about 72 percent of FMCG
purchases are planned, but that 28 percent of mapket purchases are unplanned or impulse
purchases. The top unplanned purchases in thecttedory are candy (lollies), chocolate, cookies
(biscuits), frozen desserts and snacks and theripjanned purchases in the non-food category are
cosmetics, air-fresheners, toothbrushes, hand-soapband/body lotions. This explains why
supermarkets place these types of products atahedf the store or near the checkout where the
consumer spends more time and is more likely te@dhem and therefore more likely to pop them
into the shopping basket. Retailers use insiglts fthis type of research to design stores in wWags t
maximise opportunities for impulse-buying.

Affect: Emotions, feelings and mood

The consumer’s affective state has implicationsafoumber of different dimensions of consumer
behaviour, including information search, evaluatibrlternatives; product choice, service
encounters, complaining and also in advertisingorses. Westbrook (1987, p. 259) defines affect as
a “class of mental phenomena uniquely charactebgexiconsciously experienced, subjective feeling
state, commonly accompanying emotions and moodgjesiting that these concepts are closely
related. Research suggests that affect plays aorieny role in underlying attitudes, as well as
shaping evaluation and decision-making.

Consumer researchers have noted the difficultiparaéing the concepts of affect, emotions, feelings
and mood. The line between emotions and moodfisulifto draw and consumer researchers often
use the concepts interchangeably. Yet other rase@rnote that a detailed understanding of the
relationship between affect and consumer behaviasbeen hampered by the lack of research in the
area. Indeed, within the consumer behaviour liteegtthere is widespread agreement that the role of
emotions is an area that is currently under-rebedrand is in need of greater attention, both
theoretically and empirically.

Information search

Studies have found that people in a positive maedrre efficient at information search activities.
That, is they are more efficient at processingrimition, are able to integrate information by
identifying useful relationships and arrive at ¢naasolutions to problems. Due to their efficiency
processing information, those who are in a positi®d are generally quicker to make decisions and
easier to please. Research consistently showpdioate in a positive mood are more likely to
evaluate information positively. As online envirogmbhs become more important as a consumer
search tool, it may be prudent for web designertwider site-design issues such as ease of
navigation, lest poor design contribute to customestration thereby engendering a bad mood and
ultimately leading to unfavourable product/brandlaations.
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Choice

Fig 2.28: The immediate hedonic pleasure of eatngdy often outweighs the longer term benefit of
a healthier food choice

Affect may play an important role in impulse-buyitecisions. Research suggests that consumers
place higher weightings on immediate affective nelsaand punishments, while delayed rewards
receive less weighting. For instance, the immediationic pleasure of eating a sweet treat often
outweighs the longer term benefits of eating athgallternative such as fruit. This occurs because
the immediate emotional gain is a strong drived ane that consumers can readily visualise whereas
the more distant goal lacks sufficient strengthdrige choice.

Customer satisfaction

The relationship between affect and customer satisi is an area that has received considerable
academic attention, especially in the services atang literature. The proposition that there is a
positive relationship between affect and satistects well supported in the literature. In a meta-
analysis of the empirical evidence, carried ol2001, Szymanski et al., suggest that affect may be
both an antecedent to and an outcome of satisfadfimotions elicited during consumption are
proposed to leave affective traces in memory, gécat are available for consumers to access and
integrate into their satisfaction assessments.

Advertising

Emotion can play an important role in advertisiimgadvertising, it is common to identify advertigin
with two different approaches to persuasiontifa)king ads those that require cognitive processing
(also known as theentral route to persuasidrand, (b)feeling ads those that are processed at an
emotional level (also known as theripheral routg. Advertisers can bypass cognitive, rational
processing which can lead to counter-arguing bybirmappealing to the emotions. Neuro-imaging
studies suggest that when evaluating brands, carsymnimarily use emotions (personal feelings and
experiences) rather than information (brand attebufeatures, and facts).
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It is relatively widely accepted that emotionalgesses require fewer processing resources (i.e. are
easier) and also result in more enduring assoomtioth the brand being advertised. Feelings elicit
by the advertising message can shape attitudesdew@e brand and to the advertisement.

Customer loyalty

Customer loyalty, defined as “the relationship dwan individual's relative attitude and repeat
patronage” (Dick and Basu, 1994: p. 99). Thus, dfindion, loyalty has both an attitudinal
component and a behavioural component. Dick and Besposed four types of loyalty based on
relative attitude and patronage behaviour:

High Loyalty Latent Loyalty
Relative
Attitude .
Spurious Nollovalt
Loyalty e
Low
High Low

Repeat Patronage

Source: Dick, A.S. and Basu, K. “Customer Loyalty: Toward an Integrated
Conceptual Framework,” Journal of the Academy of Marketing Science, Vol. 22,
no. 2, 1994, p. 101

Fig 2.29: Dick and Basu's Loyalty Matrix
No Loyalty
Characterised by low relative attitude and low eggmatronage behaviour. May occur when
competing brands are seen as similar or in the afasew brands (or categories) where insufficient
time has elapsed for loyalty to become established.
Spurious Loyalty
Characterised by low relative attitude and higreegpatronage. Spurious loyalty occurs when the
consumer undertakes repeat purchasing due toisitaafactors such as access, convenience or shelf

placement. Spurious loyalty can also occur wherethee no genuine alternatives or the consumer is
‘locked-in’ to purchasing a given brand due to samuasi-contractual arrangement or membership
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status which creates difficulties for switching.diiner words, where switching costs are relatively
high, high patronage behaviour may be observedtdebie absence of a favourable attitude towards
the brand. An example would be a consumer who awaychases petrol from the same outlet on the
way to work because there are no other outletisarvicinity.

Latent Loyalty

Characterised by high relative attitude and lovwesgpatronage. Latent loyalty occurs when
situational factors over-ride strong favourablé&wdes. For example, a person may have a preferred

restaurant but may not patronize it, due to théepeaces of dining companions.

Loyalty

(i.e. true loyalty) Characterised by favourabl&ade and favourable patronage behaviour. For
marketers, true loyalty is the ideal situation.
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Fig 2.30: Frequent flyer schemes are among the meltknown of the reward programs

Rewards Card Programs - explained
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Loyalty marketing programs are built on the insitftat it costs 5-20 times more to acquire a new
customer than to retain an existing customer. Markaise a variety of loyalty programs to
strengthen customer attitudes towards the branskefwice provider/ retailer) in order to retain
customers, minimise customer defections and stinendbyalty bonds with existing customers.
Broadly there are two types of program: reward modgnition programs. InReward Program,

the customer accumulates points for each purchaskthe points can subsequently be exchanged for
goods or serviceRRecognition Programsoperate on a quasi-membership basis where theicemns

is issued with a card that upon presentation leagarious entitlements such as free upgradesjapec
privileges or access to products/services thahar@ormally available to non- members, and that
acknowledge the loyal customer's "VIP" status.&@mple, a hotel might recognise loyal patrons by
providing a complimentary fruit bowl and bottleafampagne in the room on arrival. Whereas
reward programs are motivated by the consumerisedes material possessions, recognition
programs are motivated by the consumer's needsfeem, recognition and status. Many commercial
loyalty programs are hybrid schemes, combining elgsof both reward and recognition. In
addition, not all reward programs are designechtmerage loyalty. Certain reward programs are
designed to encourage other types of positive metdehaviour such as the provision of referrals or
providing positive word-of-mouth (WOM) recommendaus.

Loyalty marketing can involve the use of databasessophisticated software to analyse and profile
customer loyalty segments with a view to identifythe most desirable segments, setting goals for
each segment and ultimately attempting to incré@ssize of the loyal customer base.

Customer citizenship behaviour

Customer citizenship behaviour refers to actioas éine not part of the customer's normal behaviour,
that are of a voluntary or discretionary in natamnel which are thoughtful, considerate and helpful.
Citizenship behaviour often requires some typeacfifice on the part of customers. Service
marketers are particularly interested in citizepdigéhaviour because it harnesses the consumer's
labour power, and therefore increases organisdtesficiency. It also has the potential to improve
service quality.

The service marketing literature identifies a nunddalistinct types of citizenship behaviour:

Voice

When customers direct their complaint to the serpiovider in order to rectify and maintain
the relationship

Display of Affiliation

When customers communicate with others their aatatiip with the organization e.qg.
provide word-of-mouth referrals.

Policing
The observation of other customers to ensure #pgiropriate behaviour

Flexibility
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Customer willingness to adapt to situations beythedt control.
Service Improvement

Providing ideas and suggestions which may aiderotiganization’s improvement.
Positive Word-of-mouth Referral or Recommendation

Favourable communication regarding brand, produrcyrganization or a service.
Benevolent Act of Service

A willingness to help employees in performing seevi
Suggestions for Service Improvement

Suggestions that do not arise from specific serfageres

Internet consumer behaviour

Traditional models of consumer behaviour were dgyed by scholars such as Fishbein and Ajzen
and Howard and Sheth in the 1960s and 70s. Mesntly, Shun and Yunjie have argued that online
consumer behaviour is different to offline behaviand as a consequence requires new theories or
models.

Research has identified two types of consumer vialpairchasing, namely product value and
shopping value. Product value is likely to be samfbr both online and offline shoppers. However,
the shopping experience will be substantially défe for online shoppers. In an offline shopping
environment, consumers derive satisfaction fromdgpeiithin the physical store environment or retalil
landscape (hedonic motivations). In the case ahergurchasing, shoppers derive satisfaction from
their ability to navigate a website and the congroe of online searching which allows them to
compare prices and 'shop around' with minimal fa@mitment. Thus the online consumer is
motivated by more utilitarian factors.

Different types of online behaviour

Consumers may use online platforms for variousestad the purchase decision. Some consumers use
online sources simply to acquire information alq@ahned purchases. Others use online for making
the actual purchase. In yet other situations, cmess may use online platforms to engage in post
purchase behaviours such as staying connectedaitnd by joining a brand community or by
becoming a brand advocate by posting a productwesr providing brand referrals vis social media.

A particular problem that some e-commerce provitiersee encountered is that consumers who seek
information online, turn to bricks and mortar réges for the actual purchase. Marketers have
segmented consumer markets into different kindsbhe behaviour in accordance with their
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behavioural characteristics online. Lewis and Lefd97) identified five segments based on the way
that consumers use the Internet in the purchassicle@rocess:

"Directed Information-seekers" belongs to the kifdisers that primarily look for information of
the product or service and there is no guarantgeliy could be converted to online buyers.

"Undirected Information-seekers" are always the nemers of the Internet. They are more likely
to click through the web pages and have more willminteract with the online
advertisement designed by online marketers.

"Directed Buyers" have a straightforward mind toghase a specific product or service online.

"Bargain Hunters" are the price-sensitive usersdhaays like to find products from sales
promotions. For these users, discount could bejarratraction to convert them to purchase
online.

"Entertainment Seekers" are the online consumatsbisically seek anything involved with fun
activities. Online games which are often interactiould be a useful means to attract this
kind of potential customer.

A typology of online consumer behaviour

Wendy Moe (2003) argues that in the offline enunemt, consumers who are shopping in stores can
be easily classified by experienced sales emplogelysby watching their shopping behaviours.
These sales will approach them initiatively becabsg knew they look like the kind of consumers
who are really seeking something to purchase, vdtiler "hanging around" shoppers will generally
be ignored by the experienced sales. Such claabificmay not appear online, but Moe and Fader
argued that by it is feasible to predict practlmaying, surfing and searching action online by
investigating click patterns and repetition of #igithin online behaviour. In addition, a reportf
consultancy about "benchmarking of user experienadined three kinds of online consuming
behaviour as a valuable classification for the aeste of design of web pages to better serve diftere
kinds of consuming behaviour. The three catega@niestrackers","hunters" and "explorers".

"Trackers" are the online consumers who are exémblying for a product that they definitely
wish to buy. They use the Internet for the inforimratbout its price, delivery methods post-
purchase service and so on. Once they have foengrtiper information, little effort is
needed to let them do the business.

"Hunters" just know the categories of the prodbet they need, for instance, a novel for leisure
time. However, they haven't made specific decisionvhose novel to buy. They use the
Internet to find a list of product of their needmdegories to make comparison. This kind of
online consumer needs advice and help to do tlsinbss.

"Explorers" don't even have the categories of pcbda their minds. In fact, they just want to buy
something online. There is more uncertainty of thige of online consumers.

Influence of the Internet on buying process

Table Internet's impact on buying process
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2 Aware of 6 Post-
, , 4 Evaluate
Stage in product need|3 Supplier and 5 purchase
1 Unaware evaluation
. Purchase
buying process develop search
o select
specification and feedback
Position Lead , Support use
o : Assist
Communication features, generation . and
Generate purchase Facilitate
o awareness , urchase .
objectives benefit and ||(from range o decisi P retain
ecision )
brand customers) business
. Personalised
Internet Banner Web site Search Web site web site
. . . |lcontent . :
marketing advertising, engines, content Web site ||content
(plus search content
techniques PR, links P intermediates|intermediates and
support) . .
interaction

As the table above shows, the first row indicabesgrocess of a consumer buying a new product,
while the second and third row illustrates the pesiinfluences the Internet could have on buying
process by creating effective communications witline consumers. For example, suppose a
consumer carelessly see an advertisement aboaptaph Wechat, a popular Chinese social media
developed by Tecent. He begins to feel that hi®fafs a bit out of date and want to buy a new one,
which the outcome of good advertisement placederdaily Internet tool. He doesn't know anything
about how to buy a new one as business changeststoday, so he search on Google to find out the
answer. On the result page, what he finds outeiptbmotional ads which mainly come from JD.com
and Taobao, two main Chinese competitors of onbtaler at this field. As always, he used to prefe
JD.com, which provides comparison in detail on deamprice, place and ways of payment and
delivery. After careful selection, he makes hiseprtthrough payment of Wechat, which was placed
inside of JD.com. JD.com has one of the fastestilnitton channels within China and it support
excellent post-purchase service to maintain itstiposn the market.

Research methods used

To gain insights into consumer behaviour, reseaschges the standard battery of market research
methods such as surveys, depth interviews and fgraugs. Increasingly, researchers are turning to
newer methodologies and technologies in an effoseek deeper understandings of why consumers
behave in certain ways. These newer methods ineltaegraphic researcfalso known as
participant observation) amgturosciencas well as experimental lab designs. In additiesearchers
often turn to separate disciplines for insightswgbtential to inform the study of consumer
behaviour. For instance, behavioural economicddsng fresh, new insights into certain aspects of
consumer behaviour.

Ethnographic research
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Fig 2.31: Product usage studies are used to imppaekaging design

Ethnographic research or ethnography has its arigimnthropology. However, marketers use
ethnographic research to study the consumer irstefraultural trends, lifestyle factors, attituce=l
the way that social context influences productct&a, consumption and usage. Ethnographic
research, also callgghrticipant observationattempts to study consumer behaviour in natettings
rather than in artificial environment such as |dbigferent types of ethnographic research are used
marketing including;

Observed product usage: observing regular prociageiat home or work, to gain insights into
how products are opened, prepared, consumed, sthspdsed etc. to gain insights into the
usefulness of packaging, labelling and generalaisag

Day-in-the-life studies: extended visits duringgwot usage situations to gain insights into norms
and consumer expectations

Accompanied purchase or shop-alongs: researchempemies a shopper on a purchase
expedition to gain insights into consumer respots@serchandising and other sales tactics

Cultural studies: similar to traditional ethnogrgpéxtended stays with a group or tribe with a
view to uncovering the fundamental rules and cotigaa that govern behaviour

Guerilla ethnography: random observations in pudittings to help establish research questions
or to gain quick insights into specific behaviours

Mystery shopping: observations in the retail conteixh a view to gaining insights into the
customer's service experience

Multiple methodologies: combining ethnographic sesl methods with conventional research
techniques with a view to triangulating results

Trendspotters such as Faith Popcorn's BrainResaae extensive use of ethnographic research to
spot emergent trends.

Consumer neuroscience
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Fig 2.32: Neuromarketing uses sophisticated bioimesgnsors such as EEG to study consumer
responses to specific stimuli

Consumer neuroscience (also known as neuromarketfegs to the commercial use of neuroscience
when applied to the investigation of marketing peats and consumer research. Some researchers
have argued that the tewonsumer neuroscience preferred over neuromarketing or other
alternatives.

Consumer neuroscience employs sophisticated bidesensors, such as electroencephalography
(EEG), functional magnetic resonance imaging (fM&1)l eye-tracking, to study the ways that
consumers respond to specific stimuli such as mtodisplays, brands, packaging information or
other marketing signals. Such tests reveal stithali trigger the brain’s pleasure centre.

Consumer neuroscience has become a mainstream genimd consumer research methods.
International market research company, Nielsen &ebehas recently added neuromarketing to its
services by acquiring Innerscope, a company spgiaiglin neuromarketing research thus enabling
Nielsen to add neuromarketing research to the stigervices available to clients.

Consumer neuroscience research has led to sonesswgfindings:
Framing price or value

For example, one study reported on a magazine sptisn where potential subscribers were offered
two options: an online subscription for $59, ooabined online and print for $129 a year. Most
people chose the online only option. However, wadinird option was introduced: print only for
$129 (i.ethe decoy, the online and print option seemed like betsug and a significant number of
people switched to that option. In other words,dBeoyprice assists in framing value. Marketers use
a variety of methods tirame valuee.g. quote monthly payment options rather thaimgle all-
inclusive price.
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Choice Fatigue

Research by Sheena lyengar experimented with tmbauof gourmet jams on display. When
consumers were faced with a large number of alteesa(24 jams), 60% of consumers stopped and
looked but only a few (3%) actually made a purchéfmvever, when consumers faced with fewer
brands (6 jams), were more likely to make a pureheth 30% going on to buy something. Similar
results have been observed in other categoriesfifidiags suggest that while consumers appreciate
being given some choice, the process of makindegtsan is painful and can lead to choice fatigue.
An issue for marketers and retailers is to deteertie ‘sweet spot’ where consumers are given
sufficient choice to satisfy their desire for vaéyiebut not become overwhelmed by it.

Decision Paralysis

One study examined the wording used to solicitguttiiropic donations. Consumers were exposed to
variants in the advertising copy execution: "Woytbd be willing to help by giving a donation?" and
"Would you be willing to help by giving a donatioE¥ery penny will help.” Those given the second
option were almost twice as likely to donate. Tésearchers concluded that people are more likely to
take action when given parameters. By clarifyirgf tieven a penny” could make a difference, the
second line provides guidance and makes the remastachievable. For marketers, the implication
is that when asking consumers to take an acti@gifsjing a small step helps to break through the
action paralysis. This finding also suggests thahesmall differences in advertising copy can lead
improved outcomes.

2.07 MARKET SEGMENTATION

Market segmentationis the process of dividing a broad consumer omass market, normally
consisting of existing and potential customers sub-groups of consumers (knownsagmentis

based on some type of shared characteristicsvidimy or segmenting markets, researchers typically
look for shared characteristics such as commonsy@edhmon interests, similar lifestyles or even
similar demographic profiles. The overall aim ofjsentation is to identifpigh yield segments that

is, those segments that are likely to be the maditgble or that have growth potential — so tlatse
can be selected for special attention (i.e. bedamget markets).

Many different ways to segment a market have beentified. Business-to-business (B2B) sellers
might segment the market into different types dfibesses or countries. While business to consumer
(B2C) sellers might segment the market into demuigasegments, lifestyle segments, behavioral
segments or any other meaningful segment.
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S-T-P Approach

Segmentation Targeting Positioning

* Seclect base for segmentation » Develop position for each segment

* Evaluate segments’ attractiveness

* Profile segments’ characteristics ¢ Develop marketing program for each segment

e Select one or more segments as targets

Fig 2.33: The STP approach highlights the threeaaref decision-making

Market segmentation assumes that different madgrnents require different marketing programs —
that is, different offers, prices, promotion, distition or some combination of marketing variables.
Market segmentation is not only designed to idgrkiE most profitable segments, but also to develop
profiles of key segments in order to better undectheir needs and purchase motivations. Insights
from segmentation analysis are subsequently usgayoort marketing strategy development and
planning. Many marketers use the S-T-P approgepmentation> Targeting— Positioning to

provide the framework for marketing planning objees. That is, a market is segmented, one or more
segments are selected for targeting, and produsisreices are positioned in a way that resonates
with the selected target market or markets.

History

The business historian, Richard S. Tedlow, idesgifour stages in the evolution of market
segmentation:

Fragmentation (pre 1880s) The economy was characterised by small regianabl#ers who sold
goods on a local or regional basis

Unification or Mass Marketing (1880s—1920s)As transportation systems improved, the economy
became unified. Standardised, branded goods wstréhdited at a national level. Manufacturers
tended to insist on strict standardisation in otdeachieve scale economies with a view to
penetrating markets in the early stages of a pitsdiife cycle. e.g. the Model T Ford

Segmentation (1920s—-1980Qs)\s market size increased, manufacturers weretalgeoduce
different models pitched at different quality paimd meet the needs of various demographic and
psychographic market segments. This is the eraapken differentiation based on demographic,
socio-economic and lifestyle factors.

Hyper-segmentation (1980s+)a shift towards the definition of ever more narmmarket segments.
Technological advancements, especially in the afeégital communications, allow marketers to
communicate with individual consumers or very srgatiups. This is sometimes knownaae-to-
onemarketing.

The practice of market segmentation emerged wédreéanarketers thought about it at a theoretical
level. Evidence suggests that the practice of market eatation was developed incrementally from
the 16th century onwards. Retailers, operatingidethe major metropolitan cities, could not afford
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to serve one type of clientele exclusively, yeaitets needed to find ways to separate the wealthie
clientele from the "riff raff.” One simple techniguvas to have a window opening out onto the street
from which customers could be served. This allotiredsale of goods to the common people, without
encouraging them to come inside. Another solutilbat came into vogue from the late sixteenth
century was to invite favoured customers into &kraom of the store, where goods were
permanently on display. Yet another technique ¢hatrged around the same time was to hold a
showcase of goods in the shopkeeper's private lantlee benefit of wealthier clients. Samuel
Pepys, for example, writing in 1660, describes dpéiwited to the home of a retailer to view a
wooden jack.The eighteenth century English entrepreneursaliosledgewood and Matthew
Boulton, both staged expansive showcases of treesin their private residences or in rented halls
to which only the upper classes were invited whiledgewood used a team of itinerant salesmen to
sell wares to the masse&vidence of early marketing segmentation have la¢sm noted in other

parts of Europe. A study of the German book tradmdé examples of both product differentiation and
market segmentation in the 1820s.

Wendell R. Smith is generally credited with beihg first to introduce the concept of market
segmentation into the marketing literature in 1@&® the publication of his article, "Product
Differentiation and Market Segmentation as AlteveMarketing Strategies.'Smith's article makes

it clear that he had observed "many examples ahsetation" emerging and to a certain extent saw
this as a natural force in the market that woulat ve denied."As Schwarzkopf points out, Smith
was codifying implicit knowledge that had been useddvertising and brand management since the
1920s.

Contemporary market segmentation emerged in thetigth century as marketers responded to two
pressing issues. Demographic and purchasing dataavailable for groups but rarely for individuals
and secondly, advertising and distribution channele available for groups, but rarely for single
consumers. Between 1902 and 1910, George B Waldmarkjng at Mahin's Advertising Agency in
the United States used tax registers, city direetand census data to show advertisers the proport
of educated vs illiterate consumers and the earcapacity of different occupations etc. in a very
early example of simple market segmentatim1924 Paul Cherington developed the 'ABCD'
household typology; the first socio-demographicsegtation tool.With access to group level data
only, brand marketers approached the task frorotecéd viewpoint. Thus, segmentation was
essentially a brand-driven process.

Until relatively recently, most segmentation appiues have retained this tactical perspective in tha
they address immediate short-term decisions; ssiciescribing the current “market served” and are
concerned with informing marketing mix decisionewéver, with the advent of digital
communications and mass data storage, it has lwessibfe for marketers to conceive of segmenting
at the level of the individual consumer. Extengiega is now available to support segmentation at
very narrow groups or even for the single customkéwwing marketers to devise a customised offer
with an individual price which can be disseminatedreal-time communications.

Criticisms of market segmentation

The limitations of conventional segmentation hagerbwell documented in the literature. Perennial
criticisms include:

that it is no better than mass marketing at bujjdirands
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that in competitive markets, segments rarely exhilgijor differences in the way they use brands
that it fails to identify sufficiently narrow clusts
geographic/demographic segmentation is overly gesa and lacks sufficient insights into the
motivations necessary to drive communications erat
difficulties with market dynamics, notably the iasility of segments over time and structural
change which leads to segment creep and membensipigtion as individuals move from
one segment to another
Market segmentation has many critics. But in spitiés limitations, market segmentation remains
one of the enduring concepts in marketing and naes to be widely used in practice. One American
study, for example, suggested that almost 60 peofesenior executives had used market
segmentation in the past two years.

Market segmentation strategy

A key consideration for marketers is whether taysegt or not to segment. Depending on company
philosophy, resources, product type or market ahartics, a businesses may develop an
undifferentiated approach differentiated approachn an undifferentiated approach, the marketer
ignores segmentation and develops a product thetsniiee needs of the largest number of buyers. In
a differentiated approach the firm targets one oremmarket segments, and develops separate offers
for each segment.

Fig 2.34: Even simple products like salt, which Imiige considered as commodities, are highly
differentiated in practice.

In consumer marketing, it is difficult to find exatas of undifferentiated approaches. Even goods
such as salt and sugar, which were once treatednasiodities, are now highly differentiated.

Consumers can purchase a variety of salt prodootking salt, table salt, sea-salt, rock salt, kosh
salt, mineral salt, herbal or vegetable salts ziedlisalt, salt substitutes and many more. Sugar als
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comes in many different types - cane sugar, bagtrsuaw sugar, white refined sugar, brown sugar,
caster sugar, sugar lumps, icing sugar (also kremsamilled sugar), sugar syrup, invert sugar and a
plethora of sugar substitutes includsmart sugawhich is essentially a blend of pure sugar and a
sugar substitute. Each of these product typessigaed to meet the needs of specific market
segments. Invert sugar and sugar syrups, for exarap marketed to food manufacturers where they
are used in the production of conserves, chocaladebaked goods. Sugars marketed to consumers
appeal to different usage segments - refined sagarmarily for use on the table, while casteraug
and icing sugar are primarily designed for useamé-baked goods.

Fig 2.35: Different types of sugar: clockwise fréop-left: White refined, unrefined, brown,
unprocessed cane

\Main Strategic Approaches to Segmentation
Number of Segmentation strategy Comments
segments
Zero Undifferentiated Mass marketing: no segmentation
strategy
One Focus strategy Niche marketing: focus efforts on a small, tightifined
target market
TWO or more Differentiated strateg slelu!tlple niches: focus efforts on 2 or more, tightl
efined targets
. ||One-to-one marketing: customise the offer for each
Thousands Hypersegmentation||.~ ..
individual customer

A number of factors are likely to affect a compargégmentation strategy:
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Company resources: When resources are restrictashcntrated strategy may be more
effective.

Product variability: For highly uniform productau¢h as sugar or steel) an undifferentiated
marketing may be more appropriate. For productsdiia be differentiated, (such as cars)
then either a differentiated or concentrated apgrasindicated.

Product life cycle: For new products, one versiayie used at the launch stage, but this may be
expanded to a more segmented approach over timmokes competitors enter the market, it
may be necessary to differentiate.

Market characteristics: When all buyers have simdates, or are unwilling to pay a premium for
different quality, then undifferentiated marketisgndicated.

Competitive activity: When competitors apply difetiated or concentrated market
segmentation, using undifferentiated marketing praye to be fatal. A company should
consider whether it can use a different market segation approach.

Segmentation, targeting, positioning

The process of segmenting the market is deceptsielple. Seven basic steps describe the entire
process including segmentation, targeting and ipogily. In practice, however, the task can be very
laborious since it involves poring over loads dfadand requires a great deal of skill in analysis,
interpretation and some judgement. Although a giteat of analysis needs to be undertaken, and
many decisions need to be made, marketers tergbtthe so-called S-T-P process, that is
Segmentation> Targeting— Positioning, as a broad framework for simplifyingthrocess.
Segmentation comprises identifying the market tedmmented; identification, selection, and
application of bases to be used in that segmentadiad development of profiles. Targeting

comprises an evaluation of each segment'’s attesnetds and selection of the segments to be targeted.
Positioning comprises identification of optimal fiimn and development of the marketing program.

Identifying the market to be segmented

The market for a given product or service knowithasnarket potentiabr thetotal addressable
market (TAM)Given that this is the market to be segmentedidket analyst should begin by
identifying the size of the potential market. Friséing products and services, estimating the aimb
value of the market potential is relatively straifgrward. However, estimating the market potential
can be very challenging when a product or senddetally new to the market and no historical data
on which to base forecasts exists.

A basic approach is to first assess the size dbtbad population, then estimate the percentagéylik
to use the product or service and finally to estéthe revenue potential.
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Fig 2.36: To estimate market size, a marketer megltuate adoption and growth rates of
comparable technologies.

Another approach is to use historical analogy.dxample, the manufacturer of HDTV might assume
that the number of consumers willing to adopt tdgfinition TV will be similar to the adoption rate

for Color TV. To support this type of analysis,aé&r household penetration of TV, Radio, PCs and
other communications technologies is readily atégéldrom government statistics departments.
Finding useful analogies can be challenging becausey market is unique. However, analogous
product adoption and growth rates can provide tiadyat with benchmark estimates, and can be used
to cross validate other methods that might be tséarecast sales or market size.

A more robust technique for estimating the markeéptial is known as the Bass diffusion model, the
equation for which follows:

N(t) — N(t-1) = [p + qN(t=1)/m] x [m — N(t-1)]
Where:

N(t)= the number of adopters in the current timeqak (t)
N(t-1)= the number of adopters in the previous tpadod, {-1)
p = the coefficient of innovation

g = the coefficient of imitation (the social contaginfluence)
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m = an estimate of the number of eventual adc
The major challenge with the Bass model is estng the parameters fprandg. However, the Bass
model has been so widely used in empirical stutthiaisthe values ¢p andq for more than 5(
consumer and industrial categories have been detedrand are widely published in tab The
average value for p is 0.037 and for q is 0.

Bases for segmenting consumer mal

Fig 2.37: Major bases used for segmenting a market

A major step in the segmentatiprocess is the selection of a suitable baséidrstep, marketers a
looking for a means of achieving internal homoggngsimilarity within the segments), and exter
heterogeneity (differences between segme In other words, they are searching for a procest
minimises differences between members of a segamehtnaximises differences between €
segment. In addition, the segmentation approach yield segmnts that are meaningful for tl
specific marketing problem or situation. For exagnl person's hair colour may be a relevant
for a shampoo manufacturer, but it would not bevaht for a seller of financial services. Selec
the right base requés a good deal of thought and a basic understaoditng market to b
segmented.

In reality, marketers can segment the market usinygbase or variable provided that it is identifg
measurable, actionable and ste For example, some fashion houses have segmenteuhiiet
using women's dress size as a varii However, the most commdrases for segmenting consur
markets include: geographics, demographics, psyapbics and behavior. Marketers normally se
a single base for the segmentation analysis, ajthcaome bases can be combined into a s
segmentation with care. For emple, geographics and demographics are often cadpbut othe
bases are rarely combined. Given that psychograjpnitudes demographic variables such as
gender and income as well as attitudinal and behalwariables, it makes little logical sse to
combine psychographics with demographics or othse®. Any attempt to use combined bases r
careful consideration and a logical foundai

Segmentation ba %rlef explanation of base (al

Sxample) Typical segments
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e.g. Young, Upwardly-mobile,
Prosperous, Professionals (YUPPY);
Double Income No Kids (DINKS);
Greying, Leisured And Moneyed
(GLAMS); Empty- nester, Full-nester

Quantifiable population
characteristics. (e.g. age, gender,
income, education, socio-economid
status, family size or situation).

Demographic

Physical location or region (e.g. e.g. New Yorkers; Remote, outback

Geographic country, state, region, city, suburb, Australians; Urbanites, Inner-city dwellgrs
postcode). T
dGeo- . Combination of geographic & e.g. Rural farmers, Urban professionalg,
emographicor . : \ o .
demographic variables. sea-changers’, 'tree-changers
geoclusters
Lifestyle, social or personality e.g. Socially Aware; Traditionalists,

Psychographics ||characteristics. (typically includes ||[Conservatives, Active ‘club-going' young
basic demographic descriptors) professionals

Purchasing, consumption or usage
behaviour. (e.g. Needs-based, beng
Behavioural sought, usage occasion, purchase
frequency, customer loyalty, buyer
readiness).

B9 Tech-savvy (aka tech-heads); Healvy
users, Enthusiasts; Early adopters,
Opinion Leaders, Luxury-seekers, Pricé
conscious, Quality-conscious, Time-popr

Source: Based on Wikiversity, Marketing [E-Book] 2015

The following sections provide a detailed desooiptf the most common forms of consumer market
segmentation.

Geographic segmentation

Geographic segmentation divides markets accordiggographic criteria. In practice, markets can
be segmented as broadly as continents and as maasweighborhoods or postal codes. Typical
geographic variables include:

Country e.g. USA, UK, China, Japan, South Korea, MalaySiagapore, Australia, New
Zealand
Regione.g. North, North-west, Mid-west, South, Central
Population density e.g. central business district (CBD), urban, shén, rural, regional
City or town size: e.g. under 1,000; 1,000-5,000; 5,000-10,0000001,000-3,000,000 and over
3,000,000
Climatic zone e.g. Mediterranean, Temperate, Sub-Tropical, iEedpPolar,
The geo-cluster approach (also caligshdemographic segmentatj@ombines demographic data
with geographic data to create richer, more detglefiles. Geo-cluster approaches are a consumer
classification system designed market segmentamonconsumer profiling purposes. They classify
residential regions or postcodes on the basisrdueand lifestyle characteristics obtained from a
wide range of sources. This allows the segmentati@population into smaller groups defined by
individual characteristics such as demographiagseconomic or other shared socio-demographic
characteristics.
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Geographic segmentation may be considered thesfaptin international marketing, where marketers
must decide whether to adapt their existing praslaod marketing programs for the unique needs of
distinct geographic markets. Tourism Marketing Bisanften segment international visitors based on
their country of origin.

A number of proprietary geo-demographic packageswaailable for commercial use. Geographic
segmentation is widely used in direct marketing gaigns to identify areas which are potential
candidates for personal selling, letter-box distitn or direct mail. Geo-cluster segmentation is
widely used by Governments and public sector depants such as urban planning, health authorities,
police, criminal justice departments, telecommutidces and public utility organisations such as

water boards.

Demographic segmentation

Segmentation according to demography is based msuorer- demographic variables such as age,
income, family size, socio-economic status, etanbgraphic segmentation assumes that consumers
with similar demographic profiles will exhibit sitar purchasing patterns, motivations, interests and
lifestyles and that these characteristics will state into similar product/brand preferences. In
practice, demographic segmentation can potengatigloy any variable that is used by the nation's
census collectors. Typical demographic variablesthair descriptors are as follows:

Age: e.g. Under 5, 5-8 years, 9-12 years, 13-17 y28r24, 25-29, 30-39, 40-49, 50-59, 60+

Gender. Male, Female

Occupation: Professional, self-employed, semi-professioriatj@al/ admin, sales, trades,
mining, primary producer, student, home dutiesmpleyed, retired

Social clasqor socio-economic status): A, B, C, D, E, od |Jll, IV or V (normally divided into
quintiles)

Marital Status: Single, married, divorced, widowed

Family Life-stage Young single; Young married with no children; Yaufamily with children
under 5 years; Older married with children; Olderrried with no children living at home,
Older living alone

Family size/ number of dependants: 0, 1-2, 3-4, 5+

Income: Under $10,000; 10,000-20,000; 20,001-30,000;(6;80,000, 40,001-50,000 etc.

Educational attainment. Primary school; Some secondary, Completed secgn8ame
university, Degree; Post graduate or higher degree

Home ownership Renting, Own home with mortgage, Home owned ghitri

Ethnicity : Asian, African, Aboriginal, Polynesian, Melanasidatin-American, African-
American, American Indian etc.

Religion: Catholic, Protestant, Muslim, Jewish, Buddhigtyddi, Other

In practice, most demographic segmentation utissesmbination of demographic variables.
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Fig 2.38: Visualisation of two approaches to denagdric segmentation using one and two variables

The use of multiple segmentation variables normatyires analysis of databases using
sophisticated statistical techniques such as clast@ysis or principal components analysis. ltustho
be noted that these types of analysis require laegg sample sizes. However, data-collection is
expensive for individual firms. For this reason,npaompanies purchase data from commercial
market research firms, many of whom develop prégryesoftware to interrogate the data.

The labels applied to some of the more popular dgaphic segments began to enter the
popular lexicon in the 1980s. These include thio¥ahg:

DINK : Double (or dual) Income, No Kids, describes orarmier of a couple with above average
household income and no dependent children, teedhibit discretionary expenditure on
luxury goods and entertainment and dining out

GLAM : Greying, Leisured and Moneyed. Retired older gegsasset rich and high income.
Tend to exhibit higher spending on recreation,dfand entertainment

GUPPY: (aka GUPPIE) Gay, Upwardly Mobile, Prosperousfé&ssional; blend of gay and
YUPPY (can also refer to the London-based equivaleN UPPY)

MUPPY: (aka MUPPIE) Mid-aged, Upwardly Mobile, ProspespBrofessional

Preppy: (American) Well educated, well-off, upper classigg persons; a graduate of an
expensive school. Often distinguished by a styldres§s.

SITKOM : Single Income, Two Kids, Oppressive Mortgage.dtmhave very little discretionary
income, struggle to make ends meet
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Tween Young person who is approaching puberty, agedoxjrpately 9—12 years; too old to be
considered a child, but too young to be a teenager.
WASP: (American) White, Anglo-Saxon Protestant. Tenteéchigh-status and influential white
Americans of English Protestant ancestry.
YUPPY: (aka yuppie) Young, Urban/ Upwardly-mobile, Prexsuus, Professional. Tend to be
well-educated, career-minded, ambitious, affluent fiee spenders.
Psychographic segmentation

Psychographic segmentation, which is sometimesdafestyle segmentation, is measured by
studying the activities, interests, and opinionKJ#) of customers. It considers how people spend
their leisure, and which external influences theyraost responsive to and influenced by.
Psychographics is a very widely used basis for segation, because it enables marketers to identify
tightly defined market segments and better undedstansumer motivations for product or brand
choice.

While many of these proprietary psychographic segatmn analyses are well-known, the majority
of studies based on psychographics are customraEkighat is, the segments are developed for
individual products at a specific time. One commtimead among psychographic segmentation
studies is that they use quirky names to deschibs¢gments.

Behavioral segmentation

Behavioral segmentation divides consumers intogg@ccording to their observed behaviors. Many
marketers believe that behavioral variables arersoipto demographics and geographics for building
market segments. Typical behavioral variables bed tlescriptors include:

Purchase/Usage Occasior.g. regular occasion, special occasion, festogasion, gift-giving

Benefit-Sought e.g. economy, quality, service level, convenieaceess

User Status e.g. First-time user, Regular user, Non-user

Usage Rate/ Purchase Frequence.g. Light user, heavy user, moderate user

Loyalty Status: e.g. Loyal, switcher, non-loyal, lapsed

Buyer Readinesse.g. Unaware, aware, intention to buy

Attitude to Product or Service: e.g. Enthusiast, Indifferent, Hostile; Price Coaoss, Quality

Conscious

Adopter Status e.g. Early adopter, late adopter, laggard
Note that these descriptors are merely commonlgt egamples. Marketers customize the variable
and descriptors for both local conditions and feecsfic applications. For example, in the health
industry, planners often segment broad marketsrdicapto 'health consciousness' and identify low,
moderate and highly health conscious segments.i§ his applied example of behavioral
segmentation, using attitude to product or seraga key descriptor or variable which has been
customised for the specific application.

Purchase/ usage occasion

Purchase or usage occasion segmentation focusesatyzing occasions when consumers might
purchase or consume a product. This approach castiewel and occasion-level segmentation
models and provides an understanding of the indalidustomers’ needs, behavior and value under
different occasions of usage and time. Unlike tradal segmentation models, this approach assigns

BHM303/HTS604: Marketing Services Page 129



more than one segment to each unique customemadiegeon the current circumstances they are
under.

Benefit-Sought

Benefit sought (sometimes calladeds-based segmentaliativides markets into distinct needs,
perceived value, benefits sought or advantageatt@ates from the purchase of a product or service.
Marketers using benefit-sought segmentation mighelbp products with different quality levels,
performance, customer service, special featuramypother meaningful benefit and pitch different
products at each of the segments identified. Besefimentation is one of the more commonly used
approaches to segmentation and is widely used ny mansumer markets including motor vehicles,
fashion and clothing, furniture, consumer electrterdnd holiday-makers.

Loker and Purdue, for example, used benefit segatientto segment the pleasure holiday travel
market. The segments identified in this study wheenaturalists, pure excitement seekers, escapists

Attitudinal segments

Attitudinal segmentation provides insight into thandset of customers, especially the attitudes and
beliefs that drive consumer decision-making andalil. An example of attitudinal segmentation
comes from the UK's Department of Environment wiiegmented the British population into six
segments, based on attitudes that drive behavatimg to environmental protection:

Greens Driven by the belief that protecting environmentritical; try to conserve whenever
they can

Conscious with a consciencespire to begreen primarily concerned with wastage; lack
awareness of other behaviors associated with bresm&ronmental issues such as climate
change

Currently constrained: Aspire to begreenbut feel they cannot afford to purchase organic
products; pragmatic realists

Basic contributors: Sceptical about the need for behavior changereagpconform to social
norms; lack awareness of social and environmesgakis

Long-term resistance Have serious life priorities that take preceddpef®re behavioral change
is a consideration; their every day behaviors oftave low impact on the environment but
for other reasons than conservation

Disinterested View greeniesas an eccentric minority; exhibit no interest liaeging their
behavior; may be aware of climate change but havinternalised it to the extent that it
enters their decision-making process.

Other types of consumer segmentation

In addition to geographics, demographics, pyschaigea and behavioral bases, marketers
occasionally turn to other means of segmentingriagket, or to develop segment profiles.

Generational segments
A generation is defined as "a cohort of people lvathin a similar span of time (15 years at the

upper end) who share a comparable age and life stad)jwho were shaped by a particular span of
time (events, trends and developments)." Genelatsagmentation refers to the process of dividing
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and analysing a population into cohorts based ein tfirth date. Generational segmentation assumes
that people's values and attitudes are shapecdelkethevents that occurred during their lives dad t

these attitudes translate into product and braefi@nces.

Demographers, studying population change, disagveat precise dates for each generation. Dating
is normally achieved by identifying population peai troughs, which can occur at different times in
each country. For example, in Australia the postapulation boom peaked in 1960, while the peak
occurred somewhat later in the USA and Europe, mibist estimates converging on 1964.
Accordingly, Australian Boomers are normally defirees those born between 1945-1960; while
American and European Boomers are normally defasetthose born between 1945-64. Thus, the
generational segments and their dates discussedriust be taken as approximations only.

The primary generational segments identified bykei@rs are:

Builders: born 1920 to 1945

Baby boomers: born about 1945-1965

Generation X: born about 19661976

Generation Y: also known as Millennials; born abb®@if7-1994
Generation Z: also known as Centennials; born 12055

lUnique characteristics of selected generations |
[Millennials || Generation X | Baby Boomers |
[Technology use (24%) || Technology use (12%) |  Workee(ttir%) |
[Music/ popular culture (119\Vork ethic (11%) | Respectful (14%)|
|Liberall tolerant (7%) || Conservative/ traditiona¥)}|Values/ morals (8%)
[Smarter (6%) || Smarter (6%) | Smarter (5%) |
[Clothes (5%) | Respectful (5%) | na |

Cultural segmentation

Cultural segmentation is used to classify market®aling to cultural origin. Culture is a major
dimension of consumer behavior and can be usedhanee customer insight and as a component of
predictive models. Cultural segmentation enablgs@apiate communications to be crafted to
particular cultural communities. Cultural segmeiotatan be applied to existing customer data to
measure market penetration in key cultural segmmnpoduct, brand, channel as well as traditional
measures of recency, frequency and monetary vahese benchmarks form an important evidence-
base to guide strategic direction and tactical @agmpactivity, allowing engagement trends to be

monitored over time.

Cultural segmentation can also be mapped accotdistate, region, suburb and neighborhood. This
provides a geographical market view of populatioopprtions and may be of benefit in selecting
appropriately located premises, determining tawitmundaries and local marketing activities.

Census data is a valuable source of cultural datadannot meaningfully be applied to individuals.
Name analysis (onomastics) is the most reliableediicient means of describing the cultural origin
of individuals. The accuracy of using name analgsis surrogate for cultural background in
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Australia is 80—-85%, after allowing for female nacm@anges due to marriage, social or political
reasons or colonial influence. The extent of naate doverage means a user will code a minimum of
99 percent of individuals with their most likelycestral origin.

On-line customers' segmentation

On-line market segmentation is similar to the tiadal approaches in that the segments should be
identifiable, substantial, accessible, stable eddhtiable and actionable. However, on-line
segmentation is used with eCRM and addresses erctinsumer behaviours. Forsyth et al, in an
article ‘Internet research’ grouped current actweline consumers into six groups: Simplifiers,
Surfers, Bargainers, Connectors, Routiners, andtSpos. The segments differs regarding four
customers’ behaviours, namely:

the amount of time they actively spend on-line,

the number of pages and sites they access,

the time they spend actively viewing each page,

and the kinds of sites they visit.
For exampleSimplifiersmake over 50 percent of all on-line transactidigir main characteristic is
that they need easy (one-click) access to infoonand products as well as easy and quickly
available service regarding products. Amazon.coangeod example of a company who created great
on-line environment for Simplifiers. They also ‘itke unsolicited e-mail, uninviting chat rooms, pop
up windows intended to encourage impulse buysoémer features that complicate their on- and off-
line experience’. Surfers like to spend lot of tiodine, thus companies must have a variety of
products to offer and constant upd&argainersare looking for the best price, Connectors like to
relate to otherRoutinerswant content an8portsterdike sport and entertainment sites.

Selecting target markets
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Fig 2.39: In targeting, a group of consumers isesétd to become the focus of the marketing program

Another major decision in developing the segmeaagirategy is the selection of market segments
that will become the focus of special attentionofkn astarget markets The marketer faces a
number of important decisions:

What criteria should be used to evaluate markets?
How many markets to enter (one, two or more)?
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Which market segments are the most valuable?
When a marketer enters more than one market, reesgs are often labelled themary target
market secondary target markethe primary market is the target market selecgethe main focus
of marketing activities. The secondary target miidkékely to be a segment that is not as largthas
primary market, but has growth potential. Altermaly, the secondary target group might consist of a
small number of purchasers that account for aivelgthigh proportion of sales volume perhaps due
to purchase value or purchase frequency.

In terms of evaluating markets, three core conaittrs are essential:

Segment size and growth
Segment structural attractiveness
Company objectives and resources.

Criteria for evaluating segment attractiveness

There are no formulas for evaluating the attracas of market segments and a good deal of
judgement must be exercised. Nevertheless, a nuohlbensiderations can be used to assist in
evaluating market segments for overall attractigen&he following lists a series of questions that
can be asked.

Segment size and growth

How large is the market?

Is the market segment substantial enough to béaiotd? (Segment size can be measured in
number of customers, but superior measures atg tiénclude sales value or volume)

Is the market segment growing or contracting?

What are the indications that growth will be sustaliin the long term? Is any observed growth
sustainable?

Is the segment stable over time? (Segment mustdwdfieient time to reach desired performance
level)

Segment structural attractiveness

To what extent are competitors targeting this maskgment?

Do buyers have bargaining power in the market?

Are substitute products available?

Can we carve out a viable position to differentfaben any competitors?

How responsive are members of the market segmehéetmarketing program?

Is this market segment reachable and accessibdeith respect to distribution and promotion)
Company objectives and resources

Is this market segment aligned with our compang&rating philosophy?

Do we have the resources necessary to enter thietrsegment?

Do we have prior experience with this market segroesimilar market segments?
Do we have the skills and/or know-how to enter thagket segment successfully?
Developing the marketing program and positionimgtsegy

Developing the marketing program and positioningategy
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Fig 2.40: The marketing program is designed with ieeds of the target market in mind

When the segments have been determined and sepHeasedeveloped for each of the core
segments, the marketer's next task is to desigarkating program (also known as the marketing
mix) that will resonate with the target market aarkets. Developing the marketing program requires
a deep knowledge of key market segment's purchasibigs, their preferred retail outlet, their media
habits and their price sensitivity. The marketinggeam for each brand or product should be based
on the understanding of the target market (or targekets) revealed in the market profile.

Positioning is the final step in the S-T-P plannaqgproach; SegmentatienTargeting—
Positioning; a core framework for developing mairkgiplans and setting objectives. Positioning
refers to decisions about how to present the affarway that resonates with the target market.
During the research and analysis that forms th&aguart of segmentation and targeting, the
marketer will have gained insights into what mat@gaconsumers to purchase a product or brand.
These insights will form part of the positioningasegy.

According to advertising guru, David Ogilvy, "Pdsiting is the act of designing the company’s
offering and image to occupy a distinctive placéi@ minds of the target market. The goal is to
locate the brand in the minds of consumers to maeithe potential benefit to the firm. A good
brand positioning helps guide marketing strategglhyifying the brand’s essence, what goals it fielp
the consumer achieve, and how it does so in a amay."
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Fig 2.41: Perceptual map of the U.S. motor vehieltegory

The technique known as perceptual mapping is afsel to understand consumers' mental
representations of brands within a given categbrgditionally two variables (often, but not
necessarily, price and quality) are used to coasthe map. A sample of people in the target market
are asked to explain where they would place varwasds in terms of the selected variables. Results
are averaged across all respondents, and resalldadted on a graph, as illustrated in the figiilee

final map indicates how treveragemember of the population views the brand that make

category and how each of the brands relates to btheds within the same category. While
perceptual maps with two dimensions are commontidimhensional maps are also used.

There are a number of different approaches toiposig:

Against a competitor

Within a category

According to product benefit

According to product attribute

For usage occasion

Along price lines e.g. a luxury brand or premiurarit

For a user

Cultural symbols e.g. Australia's Easter Bilby asulturally appropriate alternative to the Easter
Bunny).

Bases for segmenting business markets

Segmenting business markets is more straightforemnad segmenting consumer markets. Businesses
may be segmented according to industry, businesssiisiness location, turnover, number of
employees, company technology, purchasing approaahy other relevant variables.

Firmographics (also known amporographic®r feature based segmentatjaa the business
community's answer to demographic segmentatios.commonly used in business-to-business
markets (it's estimated that 81% of B2B marketess this technique). Under this approach the target
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market is segmented based on features such as ogrmsiga (either in terms of revenue or number of
employees), industry sector or location (countrg/anregion).

In sales territory management, using more thancaterion to characterize the organization’s
accounts,such as segmenting sales accounts byngewet, business, customer, etc. and account size
or duration, in effort to increase time efficieranyd sales volume.

Use in customer retention

The basic approach to retention-based segmeniattbat a company tags each of its active
customers on four axes:

Risk of customer cancellation of company service

One of the most common indicators of high-risk onstrs is a drop off in usage of the company's
service. For example, in the credit card indudtiy tould be signaled through a customer's dealine
spending on his or her card.

Risk of customer switching to a competitor

Many times customers move purchase preferencesdmpetitor brand. This may happen for many
reasons those of which can be more difficult to snea It is many times beneficial for the former
company to gain meaningful insights, through data\sis, as to why this change of preference has
occurred. Such insights can lead to effective efjias for winning back the customer or on how not
to lose the target customer in the first place.

Customer retention worthiness

This determination boils down to whether the pesemntion profit generated from the customer is
predicted to be greater than the cost incurreétan the customer, and includes evaluation of
customer lifecycles.

Tactics to use for retention of customer

This analysis of customer lifecycles is usuallyluded in the growth plan of a business to determine
which tactics to implement to retain or let go aétomers. Tactics commonly used range from
providing special customer discounts to sendingorners communications that reinforce the value
proposition of the given service.

Segmentation: algorithms and approaches

The choice of an appropriate statistical methodHersegmentation, depends on a number of factors
including, the broad approach (a-priori or post)htize availability of data, time constraints, the
marketer's skill level and resources.

A-priori segmentation
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A priori research occurs when "a theoretical framewis developed before the research is
conducted". In other words, the marketer has aa ad@ut whether to segment the market
geographically, demographically, psychographicatiypehaviorally before undertaking any research.
For example, a marketer might want to learn momathe motivations and demographics of light
and moderate users in an effort to understand teltits could be used to increase usage rates. In
this case, the target variable is known — the markeas already segmented using a behavioral
variable —user status The next step would be to collect and analyseidihal data for light and
moderate users. Typical analysis includes simplesstabulations, frequency distributions and
occasionally logistic regression or one of a nundiqaroprietary methods.

The main disadvantage of a-priori segmentatiohas it does not explore other opportunities to
identify market segments that could be more medmning

Post-hoc segmentation

In contrast, post-hoc segmentation makes no assums@bout the optimal theoretical framework.
Instead, the analyst's role is to determine thensegs that are the most meaningful for a given
marketing problem or situation. In this approatle, émpirical data drives the segmentation selection
Analysts typically employ some type of clusterimalysis or structural equation modeling to identify
segments within the data. The figure alongsidetithtes how segments might be formed using
clustering, however note that this diagram onlysuse variables, while in practice clustering
employs a large number of variables. Post-hoc setatien relies on access to rich data sets, usually
with a very large number of cases.

Statistical techniques used in segmentation
Marketers often engage commercial research firnt®opsultancies to carry out segmentation

analysis, especially if they lack the statistiddlls to undertake the analysis. Some segmentation,
especially post-hoc analysis, relies on sophigtatatistical analysis.
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Fig 2.42: Visualisation of market segments formsidgi clustering methods
Common statistical approaches and techniques nsgimentation analysis include:

Clustering algorithms — overlapping, non-overlagpand fuzzy methods; e.g. K-means or other
Cluster analysis

Conjoint analysis

Ensemble approaches — such as random forests

Chi-square automatic interaction detection — a tfpgecision-tree

Factor analysis or principal components analysis

Logistic regression

Multidimensional scaling and canonical analysis

Mixture models — e.g., EM estimation algorithm jteamixture models for simple Latent Class
Analysis

Model based segmentation using simultaneous anctstal equation modeling e.g. LISREL

Other algorithms such as artificial neural networks

Data sources used for segmentation

Marketers use a variety of data sources for segtientstudies and market profiling. Typical sources
of information include:

Internal sources

Customer transaction records e.g. sale value @esdction, purchase frequency

Patron membership records e.g. active membersdapembers, length of membership
Customer relationship management (CRM) databases

In-house surveys
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Customer self-completed questionnaires or feedfmaks
External sources

Proprietary surveys or tracking studies

Proprietary databases/ software

Omnibus surveys

Government agencies and departments

Government statistics

Professional/ Industry associations/ Employer datioas
Census data

Observed purchase behaviors

Data-mining techniques

Commissioned research

2.08 WHAT IS SERVICE IN HOSPITALITY INDUSTRY?

Let us now discuss what is service in the hospjtaldustry? So, let's begin with a quick question.

What is the most important thing in the hospitalitgrustry? Is it infrastructure, sales and marlggtin
technology, automation or strategy? Is there angthiore important that these in the hospitality
industry?

Yes, you got that right. It's the customer serwidéch acts as the soul of hospitality. There is no
doubt that customer service is the name of the ganiee hospitality industry. And for good reasons.

“It's customer service that makes top-notcrelsostand out from fly-by-nights.”

If we look at the historical background of the hitey industry, service has always been an iraegr
part of the hospitality ecosystem. In essence,ighoy world-class customer service strengthens
customer relationships which are an invaluabletdese hotel or any hospitality venture.

Nowadays, service in the hospitality industry gbegond a smile or a simple “thank you”; you need
to create a dynamic, ambient and unforgettableréxpee for your customers to stay ahead on
competition in the hotel sector. Also, Service asitality industry might mean more than customer
service. Services also include back of the houdenan-customer facing activities but they all
contribute to the overall experience of customers.

Customers again are both external and internal external customers as guests and internal as staff
and stakeholders.

Defining Service in the Hotel Industry
It's undeniable that competition in the hospitalitgustry is as cut-throat as ever, making high-

quality customer service indispensable. Here’shirgy: most people don’t get what service is all
about. Which begs the big question: what is sernvithe hospitality industry?
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Largest Hotel Chains across the globe would adrateittis the customer service that has helped them
gain the competitive advantages they hold. Seivitiee hotel industry is even more important and in
this post, we dare to use hotel industry as a sepototype of the hospitality industry. This ieedo

the facts that service in the hotel industry isriast visible one for evaluation.

Simply put, service in the hospitality industrtlie level of assistance provided by a hotel staff t
facilitate the purchase by the client. It also enpasses a raft of efforts hotels makes to achieve
pleasant customer experience for guests. Of mqguerit@nce, however, is the fact that customer
experience goes hand in hand with customer servigeinciple, customer experience can be
negative, indifferent or positive. Needless to sagryone in the hospitality industry is gunning o
positive one.

In the section below, we have tried to define thppse of service in hotel industry together with
providing tips to ensure the purpose is met.

The Role of Service in the Hospitality Industry andthe purpose
1. Measure Customer Mood

A recent study by industry’s bigwigs shows that ¢hents aren’t impressed by what you can offer or
even what you know until they see that you actuedlse. So, personable service is a sure way to
improve your client's mood.

2. Judging the Customer’s Needs

This is similar to point one or a subset of poiné dut deserves a special mention. It is very inamor

to judge the needs of your customers without thgking. For instance, if a family staying at your
hotel has children then you should provide thendodin supplies without a need of them chasing you
for everything. It is important to ask yourself tipgestion as well. What is service in the hospitali
industry? Service is an act of respect, kindaasklove. Service is the heart of hospitality istey

This will help them get comfortable as they wiléfenore respected.

3. Improve Customer Loyalty

An excellent customer service goes the extra rilenisure that customers are happy and well taken
care of. Remember that a satisfied customer iga tmustomer. And, customers are a vital part ef th
business in the hospitality industry. So, make tlyenr centre of attention — at all times — and they
will certainly be happy.

4. Feedback as a Crucial part of customer serwities hospitality industry

Sure you business model is water-tight. Sure yt@if is top-notch. But, without general feedback
from the customers, you wouldn’t know if your buess approach is actually working. A famous
Quote of Bill Gates would set things up here. “YMost unhappy customers are your greatest source
of learning”.

Customer Service, however, offers you an opporfuniimeasure how you are performing. It allows
customers to communicate their experience — badhabd good. With this feedback, you will know
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what to fix. Maintaining an updated information Bdwelps you improve the quality of customer
service in the hospitality industry. You should wnabout the time of their stay, so you could help
them plan their stay in a better way. You shoutbnemend them good restaurants and guide them
about other entertainment options.

5. On Time Services are crucial in hotels and ieral hospitality industry

Time is the key to success when you're runningsphality business. If you aren’t able to provide
on-time services to your valued customers thenvtilishurt your business. Give individual prioritg
each customer. If you set customer satisfactioyoas basic priority then you will be able to deyelo
a loyal customer base. Resultantly, your customvélsot only come back again but will suggest
your services to their friends and family membersvall.

6. Following the Etiquette of Service in the Hoaliiy industry

Apart from ensuring that every service is beingpdiep on time, it is important to make sure that
etiquettes of the service sector are also met. ifbiades both on-call and in-person services. @/hil
conversing with customers it is important to mamtalevel of respect. Moreover, provide proper
follow-up to make sure they are enjoying their stiithe hotel. If they have any complaints, getrthe
sorted out at the earliest.

7. Meeting Customer Expectations

Hotel customers are always seeking an energeticcesand memorable experience. And, excellent
service will enable you to do exactly that. Onwele, service in the hospitality industry allows
hoteliers to meet — and possibly surpass — custerpctations. Positive endings are extremely
important in the hospitality industry as they dke fresh beginning that ensures patronage of a
lifetime.

Always end things on a positive note. Always sraihel greet when you see them. Call them by their
name and maintain a good sense of humour whemgglkithem. These are some of the things which
must be ensured to understand and improve custeenégce in your hospitality business. If you don't
pay much-needed heed to the improvement of custeenegice then levels of customer satisfaction
will fall as well.

In contemporary times, the hospitality industry kaserged as one of the largest business domains in
the world. With more people travelling around thebg, this industry is expected to grow in futuse a
well. To succeed in hospitality industry customenvice is the key and thus focus should be on the
customers. The Hospitality industry in future woblImore inclined towards technology but service
would still hold the key to success within the htadjty industry. While all customers are not the
same it is one thing that makes them all happyeopservice. So if they get something without
asking, it makes them feel special.

When properly ensured, these services help bugisesaintain a good environment. As a result, they
are able to develop a loyal customer base whieksential for the growth and expansion of the
business.

BHM303/HTS604: Marketing Services Page 141



2.09 END QUESTIONS

©oNoGas®DNE

10.
11.
12.
13.

14.
15.
16.
17.
18.

19.

20.
21.
22.

23.
24.
25.
26.
27.
28.

29.
30.

31.
33.

32.

What is meant by “services” in economics?

What are the five I's which distinguishes service?

Elaborate what is meant by Intangibility charastiezs of Services.

Elaborate what is meant by Inventory (perishablg@dsjracteristics of Services.

Elaborate what is meant by inseparability charésttes of Services.

Elaborate what is meant by inconsistency (varighilcharacteristics of Services.
Elaborate what is meant by involvement charactesistf Services.

Explain the concept of service quality and theawasiissues involved in it.

Explain how a service can be specified by meaMdEXCE (Mutually Exclusive Collectively
Exclusive) principle.

Explain the six factors involved in the deliveryagervice.

Elaborate how service provision may be visualized gerformance like that of a drama.
Explain why it may be difficult to classify a comdity as a Service or Goods.

What is the implication of the fact that most conaiies have elements of ‘service’ and
‘goods’ in them?

How can you say that electrician provides a serodée customer?

What is the tertiary sector of economics? Whichtheeother sectors?

Explain why tertiary sector is playing a dominaslerin economics?

Draw a schematic diagram showing growth of theisersector over the period of time.
Which are the various standards which are usethssi€y a company as service sector
organization?

Briefly describe the micro-, meso- and macro- Is\@lbusiness environments, clearly
distinguing the difference among them.

Apply the concept of micro-environment to a tourisector company.

Explain what is meant by marketing intermediariggeeially in the hospitality industry.
Explain the concept of customer market, busineskehagovernment market, international
market and reseller markets as applied to accomtoodadustries.

Explain the importance of study of competitors iicnm-environment analysis.

Elaborate on the importance of publics in the stofdyicro-environment.

Explain the PESTEL model of study of macro envirenin

Elaborate on what is meant by demography in stdidyazro-environment.

Discuss how the economic environment affects theysbf macro-environment.

What parameters should be studies while considénagatural environment as a factor of
macro-environment?

What constitutes the poetical environment whilaelgtog the macro-environment?

What cultural aspects should be studied while shgdthe viability of a hotel development
prospects?

What is the importance of meso-environment?

Elaborate the importance of environmental scanning.

. . . . 34. Discuss the process of
Describe what is meant by environmental scanning.
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35.
36.

37.

38.

39.

40.

41.

42.

43.
44,

45,

46.

47.

48.
49.
50.
51.

52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.

environmental scanning.

Describe the various internal information sourcesdun environmental scanning for a hotel.
Describe the various external information sourcgsilin environmental scanning for a
tourism operation.

Describe the various political factors considerednvironmental scanning for a
hotel/tourism/catering operation.

Describe the various economic factors considereghuronmental scanning for a
hotel/tourism/catering operation.

Describe the various social factors consideredhiiirenmental scanning for a
hotel/tourism/catering operation.

Describe the various technological factors considén environmental scanning for a
hotel/tourism/catering operation.

Describe the various environmental factors considlén environmental scanning for a
hotel/tourism/catering operation.

Describe the various legal factors considered uirenmental scanning for a
hotel/tourism/catering operation.

Describe what is meant by SWOT analysis.

Describe the various factors considered under &tinsrpart of SWOT analysis for a
hotel/tourism/catering operation.

Describe the various factors considered under Wessas part of SWOT analysis for a
hotel/tourism/catering operation.

Describe the various factors considered under Qppities part of SWOT analysis for a
hotel/tourism/catering operation.

Describe the various factors considered under Tt of SWOT analysis for a
hotel/tourism/catering operation.

Discuss what is studied under ‘consumer behavior’.

Explain the importance of studying ‘consumer bebivyi

Explain the importance of studying Customer retalop management (CRM) databases.
Discuss the roles of the initiator, the influendbg decider, the purchaser and the user in
making a purchase decision.

Discuss the purchasing decision model.

What is meant by ‘black box’ in context to the phasing decision model?

What are the main characteristics of ‘low involveth@urchase decisions?

What are the main characteristics of ‘high involes purchase decisions?

Discuss the consumer's purchase decision process.

Give a detailed account of the ‘Problem recognitetage of purchase decision process.
Give a detailed account of the ‘Information seathge of purchase decision process.
Give a detailed account of the ‘evaluation of @lédives’ stage of purchase decision process.
Give a detailed account of the ‘purchase decisitenje of purchase decision process.
Give a detailed account of the ‘post-purchase ed@n’ stage of purchase decision process.
Discuss the various internal factors which affeetpurchase decision.

Explain the five needs proposed by Maslow.

Elaborate on the eiglpurchasemotivations proposed by Rossiter and Percy.
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65.
66.
67.

68.
69.

70.

71.

72.

73.
74.
75.
76.
77.
78.
79.
80.
81.
82.
83.
84.
85.
86.
87.
88.
89.

Discuss the importance of perception of the prodadhe purchase decision.

Discuss the concept of involvement of the custaméine purchase process.

Discuss the importance of prior experience of traedsimilar product on the purchase
decision.

Discuss the various external factors which affeetgurchase decision.

Discuss the importance of culture of the sociairemment of customer on the purchase
decision.

Discuss the importance of sub-culture of the sami@ironment of customer on the purchase
decision.

Discuss the importance of social class of the $ecigironment of customer on the purchase
decision.

Discuss the importance of reference groups o$tlveal environment of customer on the
purchase decision.

Discuss the various purchase decision styles dbmess.

Elaborate on theQuality conscious/Perfectionist style of customers.

Elaborate on the Brand-conscious style of customers.

Elaborate on th®ecreation-conscious/ Hedonistic style of customers.

Elaborate on therice-conscious style of customers.

Elaborate on theéNovelty/fashion-consciousstyle of customers.

Elaborate on thémpulsive style of customers.

Elaborate on th€onfused (by over-choice) style of customers.

Elaborate on théHabitual / brand loyal style of customers.

Explain the importance of Consumer Styles Inven{@$l) in designing a product.

Discuss the Risk perception and risk reductiorvdigts of customers in pre-purchase stages.
Elaborate on new product adoption and diffusiomnbvations style of customers.

Give detailed characterizes of Innovators typeeohhology adopters.

Give detailed characterizes of Early adopters tfftechnology adopters.

Give detailed characterizes of Early majority tyfhéechnology adopters.

Give detailed characterizes of Late majority typeeohnology adopters.

Give detailed characterizes of Laggards type dirietogy adopters.
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UNIT 3 SALES PROMOTION AND MERCHANDISING

3.00 INTRODUCTION

We have seen in the Unit 1, the basic conceptsark&t and market management. In the second Unit
we studied Service sector. We learned that Sersickaracterized by intangibility, which simply
means that services are abstract and not condtatiecan hold a radio receiver or a smart-phone in
your hand. For any physical or concrete thing, gan touch it, feel its texture or temperature, $mel
it, taste it and see it. But you can not captuge, feel the texture or temperature of abstractejon
like beauty or bravery. You can see a beautifubdbjperson or place. But, you cannot as it is
perceive the beauty itself. The tourism produthéspsychological experience of visiting a plate. |
may consist of various concrete phenomena likimgith a train or plane or fireplace or mountains o
desert. All of which are concrete. But the net pgjogical experience is an abstract entity. Siryilar
the accommodation experience of tourist when thayis a hotel is also a psychological concept
which is not concrete. Since we study hospitatiyrism and catering in the present program, we
have studied the evolution of service sector.

In this unit we will study the abstract concejite IPromotion, Marketing strategies,
Advertising, Sales, Sales promotion, Personalrgglbales process engineering, Sales management.
In any business venture you have to produce acgeorigoods and sell it. As there are competitions
in the market, you have to make sure that youroomst knows about your product, is convinced that
his specific needs shall be met by the producthane developed and he spends his money to
purchase your product. The activities which youalthis end may be called promotion of your
product. We will study various marketing strategrethis unit. Advertisement is one of the
marketing strategies, which we will study in detalVE will also study Sales in details. You may sel
your product directly to your buyer or you may agents or intermediaries to get it done. Theraare
number of Sales methods. You may use internet wehlp for sale activities. The customer pays you
through online payment gateways and get a recaipisomoble phone or on his email. In travel and
tourism sector, the customer may use intermediarigsuse web portals to sell the accommodation
or travel tickets.

The concepts which you learn in this unit will Hegoeat value to you as a hospitality expert. So
enjoy learning them.

3.01 UNIT OBJECTIVES

After completing this Unit, you will be able to:

Explain the concept of Promotion as used in manketi
Elaborate on the techniques and concepts of Mastrategy
Discuss the concept of Advertising

Elaborate on what is meant by Sales

Describe the various concepts related to Salesqtiom
Elaborate on the concepts of Personal selling
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Discuss the Sales process engineering
Discuss various issues related to Sales management

3.02 WHAT IS MEANT BY ‘PROMOTION’ IN
MARKETING

In marketingpromotion is advertising a product or brand, generatingssaed creating brand
loyalty. It is one of the four basic elements @ tharket mix, which includes the four P's: price,
product, promotion, and place.

Promotion is also defined as one of five pieceth@promotional mix or promotional plan.
These are personal selling, advertising, sales gtiom direct marketing, and publicita
promotional mix specifies how much attention to pagach of the five factors, and how
much money to budget.

Promotion covers the methods of communicationahatrketer uses to provide information about
it's product. Information can be both verbal arslsi.

Purpose
There are three objectives of promotion. These are:

To present information to consumers and others.

To increase demand.

To differentiate a product.
The purpose of a promotion and thus its promotiple can have a wide range, including: sales
increases, new product acceptance, creation ofllegnity, positioning, competitive retaliations, or
creation of a corporate image.

The term '‘promotion’ tends to be used internallyi@ymarketing function. To the public or the
market, phrases like "special offer" are more comnitxamples of a fully integrated, long-term, and
large-scale promotion are My Coke Rewards in thé& d6Coke Zone in the UK and Pepsi Stuff.

Types

There have been different ways to promote a pradys¢rson or with different media. Both person
and media can be either physically real or virglaitronic

In a physical environment

Promotions can be held in physical environmengpatial events such as concerts, festivals, trade
shows, and in the field, such as in grocery or depnt stores. Interactions in the field allow
immediate purchases. The purchase of a produdtearcentive with discounts (i.e., coupons), free
items, or a contest. This method is used to ineré@s sales of a given product. Interactions batwee
the brand and the customer are performed by a taahéssador or promotional model who
represents the product in physical environmentan@8rambassadors or promotional models are hired
by a marketing company, which in turn is bookedhsybrand to represent the product or service.
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Person-to-person interaction, as opposed to medi@itson involvement, establishes connections that
add another dimension to promotion. Building a camity through promoting goods and services
can lead to brand loyalty.

Traditional media

Examples of traditional media include print medialsas newspapers and magazines,
electronic media such as radio and television,andoor media such as banner or billboard
advertisements. Each of these platforms providesvi@ybrands to reach consumers with
advertisements.

'Digital media’

Digital media, which includes Internet, social netking and social media sites, is a modern way for
brands to interact with consumers as it releases,naformation and advertising from the
technological limits of print and broadcast infrastures.Digital media is currently the most
effective way for brands to reach their consumers daily basis. Over 2.7 billion people are online
globally, which is about 40% of the world's popidat 67% of all Internet users globally use social
media.

Mass communication has led to modern marketingesii@s to continue focusing on brand
awareness, large distributions and heavy promatidhs fast-paced environment of digital media
presents new methods for promotion to utilize nesést now available through technology. With the
rise of technological advances, promotions candme dutside of local contexts and across
geographic borders to reach a greater number ehpat consumers. The goal of a promotion is then
to reach the most people possible in a time efficénd a cost efficient manner.

Social media, as a modern marketing tool, offeyounities to reach larger audiences in an
interactive way. These interactions allow for caisegion rather than simply educating the customer.
Facebook, Snapchat, Instagram, Twitter, Pinteasbgle Plus, Tumblr, as well as alternate audio
and media sites like SoundCloud and Mixcloud ali®ers to interact and promote music online with
little to no cost. You can purchase and buy adepaovell as potential customer interactions stores
as Likes, Followers, and clicks to your page whth tise of third parties. As a participatory media
culture, social media platforms or social netwogksites are forms of mass communication that,
through media technologies, allow large amoungzrofluct and distribution of content to reach the
largest audience possiblelowever, there are downsides to virtual promotiasisevers, systems, and
websites may crash, fail, or become overloaded wftirmation. You also can stand risk of losing
uploaded information and storage and at a uselsarba effected by a number of outside variables.

Brands can explore different strategies to keepumers engaged. One popular tool is branded
entertainment, or creating some sort of social giamthe user. The benefits of such a platform
include submersing the user in the brand's contésgrs will be more likely to absorb and not grow
tired of advertisements if they are, for exampitabedded in the game as opposed to a bothersome
pop-up ad.

Personalizing advertisements is another strategfycdm work well for brands, as it can increase the
likelihood that the brand will be anthropomorphizgdthe consumer. Personalization increases click-
through intentions when data has been collectedtahe consumer.
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Brands must navigate the line between effectivedyroting their content to consumers on social
media and becoming too invasive in consumers'.liVesd Internet ads that include devices such as
animation might increase a user's initial attentmthe ad. However, this may be seen as a digtract
to the user if they are trying to absorb a diffégart of the site such as reading text. Additibnal
when brands make the effort of overtly collectiragedabout their consumers and then personalizing
their ads to them, the consumer's relationship thighadvertisements, following this data collection
is frequently positive. However, when data is ctlyarollected, consumers can quickly feel like the
company betrayed their trudt.is important for brands to utilize personalimatin their ads, without
making the consumer feel vulnerable or that thewagy has been betrayed.

CHECK YOUR PROGRESS

What is meant by promotion in context of marketig
What is the purpose of promotion?

What are the types of promotions in marketing?

3.03 MARKETING STRATEGY

Marketing strategy has the fundamental goal of increasing sales ehnié\dng a sustainable
competitive advantageMarketing strategy includes all basic, short-teamg long-term activities in
the field of marketing that deal with the analysfishe strategic initial situation of a company dhe
formulation, evaluation and selection of marketated strategies that contribute to the goalsef th
company and its marketing objectivéddarketing strategiesover everything from Pay per click,
search engine marketing, public relations (PR),iigering with Marketing & the much more.

Marketing management versus marketing strategy

The distinction between “strategic” and “managé&marketing is used to distinguish "two phases
having different goals and based on different cphea tools. Strategic marketing concerns the
choice of policies aiming at improving the compeditposition of the firm, taking account of
challenges and opportunities proposed by the cadtiveetnvironment. On the other hand, managerial
marketing is focused on the implementation of dpetargets." Marketing strategy is about "lofty
visions translated into less lofty and practicahlgdwhile marketing managment] is where we start t
get our hands dirty and make plans for things fpka."

Developing a marketing strategy

Strategic planning begins with a scan of the bissimmvironment, both internal and external, this
includes understanding strategic constraiAts.understading of the external operating envirentn
including political, economic, social and technatad) which includes demographic and cultural
aspects, is necessary for the identification ofrfiess opportunities and threafhis analysis is called
PEST, it stand foPolitical, Economic,Social andT echnological. A number of variants of the PEST
analysis can be identified in literature, includifieSTLE analysis (Political, Economic, Social,
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Legal and Environmental); STEEPLE (adds ethicsEBFLED (adds demographics) and STEER
(adds regulatory).

PEST Analysis

Political stability \‘
Regulation and de-regulation

Statutes, laws, codes of conduct

Government funding, subsidies, support for specific industries
Fiscal/ monetary policy

Tax rates

Trade agreements

J
= Economic trends \

= ¢ Economic stability — inflation, wages growth, GDP, GNP
E CONOIMmIIc + Exchange rates

* Trade agreements

« Seasonality and economic cycles

« Consumer confidence

e Consumer purchasing power- discretionary incomes /

» Demographic changes — population growth, age distribution,

- population density, geographic distribution

S(H:].al * Consumer attitudes - tastes and preferences

s Social influencers- role models, opinion leaders

* Shopping habits —preferred channels, channel switching,
online & offline shopping

¢ [Innovation, breakthroughs or technological developments

* New product materials or ingredients, new packaging
solutions

* Improved production processes or business models

* New ways of transacting business

= New machinery or software

Technological

Fig 3.01:PEST analysis: variables that may be csd in the environmental scan
The aim of the PEST

The aim of PEST analysis is to identify opportwestand threats in the wider operating environment.
Firms try to leverage opportunities while tryingttoffer themselves against potential threats.
Basically, the PEST analysis guides strategic dmtisaking. The main elements of the PEST
analysis are:
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Political: political interventions with the potential to diptwor enhance trading conditic e.qg.
government statutes, policies, funding or subsjdiepport for specific industries, trade agreem
tax rates and fiscal policy.

Economic: economic factors with the potential to affect piadfility and the prices that can
charged, such as,@wmic trends, inflation, exchange rates, seaggraiid economic cycle
consumer confidence, consumer purchasing powediaotetionary income

Social: social factors that affect demand for products serdices, consumer attitudes, tastes
preferences like demographics, social influenaete,models, shopping hab

Technological: Innovation, technological developments or breakigls that crea opportunities for
new products, improved production processes orways of transacting business e.g. new mate
new ingredients, new machinery, new packaging &woisf new software and new intermedia

When carrying out a PEST analysis, plan and analysts may consider the operating environat
three levels, namelhe supranationg the nationalandsubnationalbr local level. As business
become more globalized, they may need to pay grat#ntion to the supranational le

SWOT ANALYSIS

Helpful Harmful

to achieving the ohjective  to achieving the objective

Strengths Weaknesses

Imternal origin
{attoniutes of the ongane-ateon]

Opportunities Threats

External origin
| attnibutes of Hhe Ssmerormmesnt |

Fig 3.02: A SWOT analysis, with its four elementa Rx2 matrix

In addition to the PEST analysis, firms carry o@teengths, Weakness, Opportunities and Thi
(SWOT) analysisA SWOT analysis identifie
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Strengths: distinctive capabilities, competencies, skills ssets that provide a business or project
with an advantage over potential rivals; inter&térs that are favourable to achieving company
objectives

Weaknessesinternal deficiencies that place the businesgajept at a disadvantage relative to
rivals; or deficiencies that prevent an entity froraving in a new direction or acting on
opportunities. internal factors that are unfavoledb achieving company objectives

Opportunities: elements in the environment that the businessajeqt could exploit to its advantage

Threats: elements in the environment that could erodeith@s market position; external factos that
prevent or hinder an entity from moving in a degidé@ection or achieveing its goals

After setting the goals marketing strategy or mankeplan should be developed. This is an
explanation of what specific actions will be tal@mer time to achieve the objectives. Plans can be
extended to cover many years, with sub-plans foh gaar. Although, as the speed of change in the
merchandising environment quickens, time horizaad@coming shorteddeally, strategies are both
dynamic and interactive, partially planned andipiytunplanned. To enable a firm to react to
unforeseen developments while trying to keep fodusea specific pathway, a longer time frame is
preferred. There are simulations such as custdfeéne value models which can help marketers
conduct "what-if* analyses to forecast what migigppen based on possible actions, and gauge how
specific actions might affect such variables agéwenue-per-customer and the churn rate. Strategie
often specify how to adjust the marketing mix; firean use tools such as Marketing Mix Modeling
to help them decide how to allocate scarce resedardifferent media, as well as how to allocate
funds across a portfolio of brands. In additiormB can conduct analyses of performance, customer
analysis, competitor analysis, and target markelyais. A key aspect of marketing strategy is often
to keep marketing consistent with a company's aghilag mission statement.

Marketing strategy should not be confused with &keting objective or mission. For example, a goal
may be to become the market leader, perhaps ind@figmiche; a mission may be something along
the lines of "to serve customers with honor anditht); in contrast, a marketing strategy describes
how a firm will achieve the stated goal in a wayiathis consistent with the mission, perhaps by
detailed plans for how it might build a referratwerk. Strategy varies by type of market. A well-
established firm in a mature market will likely lea@ different strategy than a start-up. Plans tsual
involve monitoring, to assess progress, and prefpai@ntingencies if problems arise.

The customised target strategy

The requirements of individual customer marketsusigque, and their purchases sufficient to make
viable the design of a new marketing mix for eagstamer.

If a company adopts this type of market strategsg@arate marketing mix is to be designed for each
customer.

The differentiated strategy
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Specific marketing mixes can be developed to appealost of the segments when market
segmentation reveals several potential targets.

Diversity of strategies

Marketing strategies may differ depending on thigue situation of the individual business.
However, there are a number of ways of categorigorge generic strategies. A brief description of
the most common categorizing schemes is presested/b

Strategies based on market dominance

In this scheme, firms are classified based on thaikket share or dominance of an industry. Typjcall
there are four types of market dominance strategies

Leader
Challenger
Follower
Nicher

Entrant strategies

According to Lieberman and Montgomery, every eritiato a market — whether it is new or not — is
classified under a Market Pioneer, Close Followex bate follower

Pioneers

Market Pioneers are known to often open a new maokeonsumers based off a major innovation.
They emphasise these product developments, andigmificant amount of cases, studies have shown
that early entrants — or pioneers — into a markgelserious market-share advantages above all those
who enter later. Pioneers have the first-mover athge, and in order to have this advantage,
business’ must ensure they have at least one @ afdhree primary sources: Technological
Leadership, Preemption of Assets or Buyer Switckingts. Technological Leadership means gaining
an advantage through either Research and Develdmmére “learning curve”. This lets a business
use the research and development stage as a keyopselling due to primary research of a new or
developed product. Preemption of Assets can hetpagaadvantage through acquiring scarce assets
within a certain market, allowing the first-movertie able to have control of existing assets rather
than those that are created through new technoldgys allowing pre-existing information to be used
and a lower risk when first entering a new marBgtbeing a first entrant, it is easy to avoid highe
switching costs compared to later entrants. Fomgka, those who enter later would have to invest
more expenditure in order to encourage customeay &wm early entrants ). However, while Market
Pioneers may have the “highest probability of emggag product development” and lower

switching costs, to have the first-mover advantétggan be more expensive due to product
innovation being more costly than product imitatitirhas been found that while Pioneers in both
consumer goods and industrial markets have gaisigdificant sales advantages”, they incur larger
disadvantages cost-wise.

Close followers
Being a Market Pioneer can more often than naa@tentrepreneurs and/or investors depending on
the benefits of the market. If there is an upsiokeptial and the ability to have a stable marketesh
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many businesses would start to follow in the fagistof these pioneers. These are more commonly
known as Close Followers. These entrants into thekeh can also be seen as challengers to the
Market Pioneers and the Late Followers. This isabee early followers are more than likely to invest
a significant amount in Product Research and Dewedmt than later entrants. By doing this, it allows
businesses to find weaknesses in the products peddeefore, thus leading to improvements and
expansion on the aforementioned product. Therefioceuld also lead to customer preference, which
is essential in market success. Due to the nafugarty followers and the research time being later
than Market Pioneers, different development stiategre used as opposed to those who entered the
market in the beginning, and the same is appli¢ddse who are Late Followers in the market. By
having a different strategy, it allows the followeo create their own unique selling point and apsh
target a different audience in comparison to thabhe Market Pioneers. Early following into a marke
can often be encouraged by an established busipextict that is “threatened or has industry-
specific supporting assets”.

Late followers

Those who follow after the Close Followers are kn@s the Late Entrants. While being a Late
Entrant can seem very daunting, there are some peibeing a latecomer. For example, Late
Entrants have the ability to learn from those wiealready in the market or have previously entered
Late Followers have the advantage of learning filogir early competitors and improving the

benefits or reducing the total costs. This allolesm to create a strategy that could essentialinmea
gaining market share and most importantly, stayirthe market. In addition to this, markets evolve,
leading to consumers wanting improvements and agwaants on products. Late Followers have the
advantage of catching the shifts in customer naadsvants towards the products. When bearing in
mind customer preference, customer value has #isamt influence. Customer value means taking
into account the investment of customers as wethabrand or product. It is created through the
“perceptions of benefits” and the “total cost ofrakship”. On the other hand, if the needs and wants
of consumers have only slightly altered, Late R@#cs could have a cost advantage over early
entrants due to the use of product imitation. Havel a business is switching markets, this could
take the cost advantage away due to the experd@nging markets for the business. Late Entry into
a market does not necessarily mean there is avdistaje when it comes to market share, it depends
on how the marketing mix is adopted and the perémee of the business. If the marketing mix is not
used correctly — despite the entrant time — thénbas will gain little to no advantages, potenyiall
missing out on a significant opportunity.

Raymond Miles' strategy categories

In 2003, Raymond Miles proposed a more detailedrsehusing the categoribtiles, Raymond
(2003). Organizational Strategy, Structure, and ¢&ss. Stanford: Stanford University Press.
ISBN 0-8047-4840-3.

Prospector
Analyzer
Defender
Reactor

Marketing warfare strategies

This scheme draws parallels between marketingegiieg and military strategies.
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Growth strategies

Growth of a business is critical for business ssscgo using strategies such as horizontal iniegrat
vertical integration, diversification and intensition will all benefit a business’s growth, béoitg
term or short term. Refer to Ansoff's Matrix fosiapler explanation of the various growth strategie
if those mentioned below are difficult to understan

Horizontal integration

Some benefits of the horizontal integration stratsghat it is good for fast changing work
environments as well as providing a broad knowldaige for the business and employees. High
levels of horizontal integration leads to high llevef communication within the business. Another
benefit of using this strategy is that it leadsifarger market for merged businesses, and itsiee®
build good reputations for a business when usiigdtnategy. A disadvantage of using the horizontal
integration strategy is that this limits and resgrithe field of interest that the business is agpay

the new products into. Horizontal integration cfed a business's reputation, especially after a
merge has happened between two or more busindsssas. are three main benefits to a business's
reputation after a merge. A larger business héigsdputation and increases the severity of the
punishment. As well as the merge of informatioeraét merge has happened, this increases the
knowledge of the business and marketing area tteefoaused on. The last benefit is more
opportunities for deviation to occur in merged hesses rather than independent businesses.

Vertical integration

Vertical integration is when business is expantiedugh the vertical production line on one business
An example of a vertically integrated business ddod Apple. Apple owns all their own software,
hardware, designs and operating systems insteadlyofg on other businesses to supply these. By
having a highly vertically integrated business tirisates different economies therefore creating a
positive performance for the business. Verticagnation is seen as a business controlling thetsnpu
of supplies and outputs of products as well aglisigibution of the final product. Some benefits of
using a Vertical integration strategy is that costs be reduced because of the reducing transaction
costs which include finding, selling, monitoringytracting and negotiating with other firms. Alsp b
decreasing outside businesses input it will inareéhe efficient use of inputs into the business.
Another benefit of vertical integration is thairitproves the exchange of information through the
different stages of the production line. Some cditipe advantages could include; avoiding
foreclosures, improving the business marketingligence, and opens up opportunities to create
different products for the market. Some disadvaggagf using a Vertical Integration Strategy include
the internal costs for the business and the neeaVvierhead costs. Also if the business is not well
organised and fully equipped and prepared the basiwill struggle using this strategy. There are
also competitive disadvantages as well, which ihejucreates barriers for the business, and loses
access to information from suppliers and distribaito

Diversification

Diversification is an area included in the Ansofatvx strategy, where the most risk for a busingss
situated. This is due to the use of a new prodertgintroduced to a new market, so there are no
already existing target markets or competition.r&trere two types of diversification, vertical and
horizontal. Horizontal diversification is when amproduct is introduced but doesn’t contribute to
the already existing product line. Meaning horiabuliversification focuses more on product that the
business has knowledge about, whereas verticalsification focuses more on the introduction of
new product onto new markets, where the businadd tave less knowledge of the ne market. A
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benefit of horizontal diversification is that ités open platform for a business to expand andi buil
away from the already existing market. A disadvgetaf using a Diversification strategy is that the
benefits could take a while to start showing, wigohld lead the business to believing that the
strategy doesn’t work. Another disadvantage origsk has been shown that using the horizontal
diversification method has become harmful for steakie, but using the vertical diversification had
the best effects.

Strategic models

Marketing businesses often use strategic modelsaaisito analyze marketing decisions. There are
three main models that can be applied and usedhvégthusiness to receive better results and reach
business goals. These include:

The 3C'’s

The 3C'’s stand for: Customer, Corporation and Cditgueis a strategic model that uses these three
key factors which lead to a sustainable competitiaeket. This strategy was developed by a
Japanese strategy guru called Kenichi Ohmae. Eatbrfis key to the success of this strategy; The
corporation factor mainly focuses on maximizing strengths of the business from which the
business can influence the relevant areas of thmpettion to achieve success within the industry.
Customers are the basis to any business. The mpsttant factors of customers and the wants,
needs and requirements that the business needl§ltarf order to attract buyers. The competition
can be looked at in various different ways suclpas;hasing, design, image and maintenance. The
more unique steps a business takes the less coimpetbusiness will face in that field.

The Ansoff Matrix

The Ansoff Matrix model invented by H. Igor Ansoif§;a model that focuses on four main areas;
Market penetration, Product development, Markeetgyment and Market Diversification. These are
further split into two areas known as the ‘New’ aRtesent’. From this strategy, businesses are able
to determine the product and market growth. Thoise by focusing on whether the market is a new
market or an already existing one, and whetheptbducts are new or not. Market penetration covers
products that are familiar to the consumers, treates a low risk as the product is already on the
established market. Product development is thedaottion of a new product into an existing market.
This can include modifications to an already ergtinarket which can create a product that has more
appeal. Market development, also known as markension, is when an already existing product is
introduced to a new market in order to identify doidd a new clientele base. This can include new
geographical markets, new distribution channeld,different pricing policies. Diversification, ibe
riskiest area for a business. This is where a neduyzt is sold to a new market. There are two tpe
Diversification "Related" which means the businesgains in the same industry that they are
familiar with. The other is "Unrelated" which is e there are no previous relations or market
experiences for the business.

Marketing Mix Model (4P’s)

The 4P’s also known as Price, Product, Place amhétion is a strategy that originated from the
single P meaning Price. This strategy was desigeeth easy way to turn marketing planning into
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practice. This strategy is used to find and meettdnsumer needs and can be used for long term or
short term purposes. The proportions of the margatiix can be altered to meet different
requirements for each product produced.

Real-life marketing

Real-life marketing revolves around the applicatiba great deal of common-sense; dealing with a
limited number of factors, in an environment of gnfiect information and limited resources
complicated by uncertainty and tight timescales blsclassical marketing techniques, in these
circumstances, is inevitably partial and uneven.

Thus, for example, many new products will emergenfirrational processes and the rational
development process may be used (if at all) toescoit the worst non-runners. The design of the
advertising, and the packaging, will be the outguhe creative minds employed; which management
will then screen, often by 'gut-reaction’, to eediinat it is reasonable.

For most of their time, marketing managers usdtinotuand experience to analyze and handle the
complex, and unique, situations being faced. Thilsoften intuition coupled with the knowledge of
the customer which has been absorbed almost bycags of osmosis. This will determine the quality
of the marketing executed. This almost instinctn@nagement, is what is sometimes called 'coarse
marketing'’; to distinguish it from the refined, tieically pleasing, form favored by the theorists.

Few notable exceptions of "Real life marketing" based on gut instinct as opposed to trained,drette
and backed by high investment data. This may leguidducing low results and income.

Many entrepreneurs and small companies think taeyntanage the marketing sector without training
but this is to the detriment of their business.

A Start up or a company's strategy combines atsaharketing goals into one comprehensive plan.
A good marketing strategy should be drawn from raar&search and focus on the product mix in
order to achieve the maximum profit and sustairbtigness. The marketing strategy is the
foundation of a marketing plan.

CHECK YOUR PROGRESS

What is meant by marketing strategies?

Distinguish between marketing strategy and marggpiromotion.

How is the PEST analysis is useful in developingkeiing strategies?
Describe the application of SWOT analysis in depiglg marketing strategies.

Describe the entrant strategy as espoused by loelreand Montgomery.
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Briefly describe The customized target strategy.
Briefly describe The differentiated strategy.

Briefly describe Strategies based on market donsi@an
Explain the Raymond Miles' strategy categories.
Elaborate on the various Growth strategies.

What are the various Strategic models.

Describe the Ansoff Matrix.

Elaborate on 4Ps as marketing strategy model.

Describe the 3Cs marketing strategy model.

3.04 ADVERTISING

Advertising is an audio or visual form of marketing commurimathat employs an openly
sponsored, nonpersonal message to promote or metact, service or ide&> Sponsors of
advertising are often businesses who wish to preriwir products or services. Advertising is
differentiated from public relations in that an adiser usually pays for and has control over the
message. It is differentiated from personal selimthat the message is nonpersonal, i.e., notteide
to a particular individual®®*®"?Advertising is communicated through various masslim including
old media such as newspapers, magazines, Televigamtio, outdoor advertising or direct mail; or
new media such as search results, blogs, websitegtanessages. The actual presentation of the
message in a medium is referred to as an advesdigeon "ad”.

Commercial ads often seek to generate increasestiogation of their products or services through
"branding," which associates a product name or @weith certain qualities in the minds of
consumers. On the other hand, ads that intenddiba immediate sale are known as direct response
advertising. Non-commercial advertisers who spendey to advertise items other than a consumer
product or service include political parties, iet&rgroups, religious organizations and governnhenta
agencies. Non-profit organizations may use freeenaad persuasion, such as a public service
announcement. Advertising may also be used toueassnployees or shareholders that a company is
viable or successful.

Modern advertising was created with the technigoisduced with tobacco advertising in the 1920s,
most significantly with the campaigns of Edward fig®rs, considered the founder of modern,
"Madison Avenue" advertising.

In 2015, the world spent an estimate of US$529ili8ribon advertising.lts projected distribution

for 2017 is 40.4% on TV, 33.3% on digital, 9% onvepapers, 6.9% on magazines, 5.8% on outdoor
and 4.3% on radiolnternationally, the largest ("big four") adveitig conglomerates are Interpublic,
Omnicom, Publicis, and WPP.
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In Latin, ad verteremeans "to turn toward".

History

Fig 3.03: Bronze plate for printing an advertiserntar the Liu family needle shop at Jinan, Song
dynasty China. It is considered the world's eatlidentified printed advertising medium.

Egyptians used papyrus to make sales messagesadinubsters.Commercial messages and political
campaign displays have been found in the ruinsafgeii and ancient Arabia. Lost and found
advertising on papyrus was common in ancient Graadeancient Rome. Wall or rock painting for
commercial advertising is another manifestatioarofincient advertising form, which is present to
this day in many parts of Asia, Africa, and Southekica. The tradition of wall painting can be
traced back to Indian rock art paintings that dietek to 4000 BC.

In ancient China, the earliest advertising knows wial, as recorded in the Classic of Poetry (id.th
7th centuries BC) of bamboo flutes played to satidy. Advertisement usually takes in the form of
calligraphic signboards and inked papers. A coppeting plate dated back to the Song dynasty used
to print posters in the form of a square sheetagigp with a rabbit logo with "Jinan Liu's Fine Nied
Shop" and "We buy high-quality steel rods and nfalexquality needles, to be ready for use at home
in no time" written above and below is consideireeworld's earliest identified printed advertising
medium.

In Europe, as the towns and cities of the Middle#\gegan to grow, and the general population was
unable to read, instead of signs that read "cohbBleiller”, "tailor", or "blacksmith", images
associated with their trade would be used suchb@®g a suit, a hat, a clock, a diamond, a horse
shoe, a candle or even a bag of flour. Fruits aggtables were sold in the city square from thé&sac
of carts and wagons and their proprietors useeétstadlers (town criers) to announce their
whereabouts for the convenience of the customdsss fifst compilation of such advertisements was
gathered in "Les Crieries de Paris", a thirteerthtary poem by Guillaume de la Villeneuve.

In the 18th century advertisements started to appeaeekly newspapers in England. These early
print advertisements were used mainly to promotké@nd newspapers, which became increasingly
affordable with advances in the printing press; mnedicines, which were increasingly sought after as
disease ravaged Europe. However, false adver@sidgso-called "quack” advertisements became a
problem, which ushered in the regulation of adsary content.
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Fig 3.04: Edo period LEL flyer from 1806 for a tiidnal medicine called Kinseitan.

Thomas J. Barratt from London has been calledf&treer of modern advertising”. Working for the
Pears Soap company, Barratt created an effectiwertésglng campaign for the company products,
which involved the use of targeted slogans, imagesphrases. One of his slogans, "Good morning.
Have you used Pears' soap?" was famous in itsrahinto the 20th century.

Barratt introduced many of the crucial ideas tlebEhind successful advertising and these were
widely circulated in his day. He constantly strelse importance of a strong and exclusive brand
image for Pears and of emphasizing the produciadoility through saturation campaigns. He also
understood the importance of constantly reevalgatie market for changing tastes and mores,
stating in 1907 that "tastes change, fashions eéhaagl the advertiser has to change with them. An
idea that was effective a generation ago wouldft stale, and unprofitable if presented to the
public today. Not that the idea of today is alwbhgtter than the older idea, but it is different kiis
the present taste."

As the economy expanded across the world durind@tie century, advertising grew alongside. In
the United States, the success of this advertisimgat eventually led to the growth of mail-order
advertising.

In June 1836, French newspaparPressewvas the first to include paid advertising in ieyps,
allowing it to lower its price, extend its readepsand increase its profitability and the formulasv
soon copied by all titles. Around 1840, Volney BlrRer established the roots of the modern day
advertising agency in Philadelphia. In 1842 Palberght large amounts of space in various
newspapers at a discounted rate then resold tive spdigher rates to advertisers. The actualthe —
copy, layout, and artwork — was still preparedHhwy tcompany wishing to advertise; in effect, Palmer
was a space broker. The situation changed in teelBth century when the advertising agency of
N.W. Ayer & Son was founded. Ayer and Son offer@glan, create, and execute complete
advertising campaigns for its customers. By 19@Qaitivertising agency had become the focal point
of creative planning, and advertising was firmlyaésished as a profession.

BHM303/HTS604: Marketing Services Page 159



Around the same time, in France, Charles-Louisadaxtended the services of his news agency,
Havas to include advertisement brokerage, makitigeifirst French group to organize. At first,
agencies were brokers for advertisement spacewspapers. N. W. Ayer & Son was the first full-

service agency to assume responsibility for adsiagicontent. N.W. Ayer opened in 1869, and was
located in Philadelphia.

20th century

Fig 3.05: Advert for Guy's Tonic Wellcome in 1900's
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Fig 3.06: A print advertisement for the 1913 issfi¢he Encyclopaedia Britannica.

Advertising increased dramatically in the Unitedt8¢ as industrialization expanded the supply of
manufactured products. In order to profit from thigher rate of production, industry needed to
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recruit workers as consumers of factory productdid so through the invention of mass marketing
designed to influence the population's economi@tiein on a larger scale. In the 1910s and 1920s,
advertisers in the U.S. adopted the doctrine tbatdn instincts could be targeted and harnessed —
"sublimated" into the desire to purchase commaslitilward Bernays, a nephew of Sigmund Freud,
became associated with the method and is sometiatiesl the founder of modern advertising and
public relations.

In the 1920s, under Secretary of Commerce Herbaover, the American government promoted
advertising. Hoover himself delivered an addrest¢cAssociated Advertising Clubs of the World in
1925 called 'Advertising Is a Vital Force in Ourtiaal Life." In October 1929, the head of the U.S.
Bureau of Foreign and Domestic Commerce, JuliusnKitated "Advertising is the key to world
prosperity." This was part of the "unparalleledllaooration between business and government in the
1920s, according to a 1933 European economic jburna

The tobacco companies became major advertiserslén to sell packaged cigarettes. The tobacco
companies pioneered the new advertising technighes they hired Bernays to create positive
associations with tobacco smoking.

Advertising was also used as a vehicle for cultassimilation, encouraging workers to exchange
their traditional habits and community structurdawor of a shared "modern" lifestyle. An important
tool for influencing immigrant workers was the Anoain Association of Foreign Language
Newspapers (AAFLN). The AAFLN was primarily an adi&ng agency but also gained heavily
centralized control over much of the immigrant pres
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Fig 3.07: 1916 Ladies' Home Journal version offdmous ad by Helen Lansdowne Resor of the J.
Walter Thompson Agency
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At the turn of the 20th century, there were feweearchoices for women in business; however,
advertising was one of the few. Since women wespaesible for most of the purchasing done in
their household, advertisers and agencies recagjtiteevalue of women's insight during the creative
process. In fact, the first American advertisingise a sexual sell was created by a woman — for a
soap product. Although tame by today's standahgsadvertisement featured a couple with the
message "A skin you love to touch".

In the 1920s psychologists Walter D. Scott and J®hwatson contributed applied psychological
theory to the field of advertising. Scott said, 'Maas been called the reasoning animal but he could
with greater truthfulness be called the creatursuggestion. He is reasonable, but he is to aagreat
extent suggestible". He demonstrated this througladivertising technique of a direct command to
the consumer.

On the radio from the 1920s
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Fig 3.08: Advertisement for a live radio broadcasipnsored by a milk company, Adohr milk, and
published in the Los Angeles Times on May 6, 1930

In the early 1920s, the first radio stations westalglished by radio equipment manufacturers and
retailers who offered programs in order to sell en@dios to consumers. As time passed, many non-
profit organizations followed suit in setting ugethown radio stations, and included: schools, €lub
and civic groups.

When the practice of sponsoring programs was popet$ each individual radio program was
usually sponsored by a single business in exchfmmgebrief mention of the business' name at the
beginning and end of the sponsored shows. Howeasiq station owners soon realized they could
earn more money by selling sponsorship rights iallstime allocations to multiple businesses
throughout their radio station's broadcasts, rattemn selling the sponsorship rights to single
businesses per show.
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Commercial television in the 1950s

In the early 1950s, the DuMont Television Netwodghn the modern practice of selling
advertisement time to multiple sponsors. PreviguslyMont had trouble finding sponsors for many

of their programs and compensated by selling smilitecks of advertising time to several businesses.
This eventually became the standard for the comialgetevision industry in the United States.
However, it was still a common practice to havel@rsponsor shows, such as The United States
Steel Hour. In some instances the sponsors exdrgisat control over the content of the show — up
to and including having one's advertising agendyally writing the show.The single sponsor model

is much less prevalent now, a notable exceptiongotie Hallmark Hall of Fame.

Cabile television from the 1980s

The late 1980s and early 1990s saw the introducti@able television and particularly MTV.
Pioneering the concept of the music video, MTV ustién a new type of advertising: the consumer
tunes infor the advertising message, rather than it beingrbguct or afterthought. As cable and
satellite television became increasingly prevalspécialty channels emerged, including channels
entirely devoted to advertising, such as QVC, H&hepping Network, and ShopTV Canada.

On the Internet from the 1990s

With the advent of the ad server, online advemgigirew, contributing to the "dot-com" boom of the
1990s. Entire corporations operated solely on didusy revenue, offering everything from coupons
to free Internet access. At the turn of the 21stwg, some websites, including the search engine
Google, changed online advertising by personaliaitig)based on web browsing behavior. This has
led to other similar efforts and an increase ierattive advertising.

The share of advertising spending relative to GB® dhanged little across large changes in media
since 1925. In 1925, the main advertising mediArrerica were newspapers, magazines, signs on
streetcars, and outdoor posters. Advertising spgnal a share of GDP was about 2.9 percent. By
1998, television and radio had become major adbiegtimedia. Nonetheless, advertising spending as
a share of GDP was slightly lower — about 2.4 parce

Guerrilla marketing involves unusual approaches siscstaged encounters in public places,
giveaways of products such as cars that are covatedrand messages, and interactive advertising
where the viewer can respond to become part ddidiertising message. This type of advertising is
unpredictable, which causes consumers to buy teupt or idea. This reflects an increasing trend of
interactive and "embedded" ads, such as via prqdacement, having consumers vote through text
messages, and various campaigns utilizing soctalark services such as Facebook or Twitter.

The advertising business model has also been atimptecent yearsin media for equity,
advertising is not sold, but provided to start-omppanies in return for equity. If the company grows
and is sold, the media companies receive casinéar shares.

Domain name registrants (usually those who regatdrrenew domains as an investment) sometimes
"park" their domains and allow advertising comparn@place ads on their sites in return for peskcli
payments. These ads are typically driven by paylek search engines like Google or Yahoo, but
ads can sometimes be placed directly on targeteditionames through a domain lease or by making
contact with the registrant of a domain name tlestdbes a product. Domain name registrants are
generally easy to identify through WHOIS recordst thire publicly available at registrar websites.
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Classification

WIKIPEDIA

Fig 3.09: An advertisement for the Wikimedia Fourata

i
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Fig 3.11: Paying people to hold signs is one ofdltest forms of advertising, as with this human
billboard.

Fig 3.12: A taxicab with an advertisement for Afiiain Singapore. Buses and other vehicles are
popular media for advertisers.

Fig 3.15: A London Bus, with a film advertisemeong its side.
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Fig 3.16: Hot air balloon displays advertising fGEO magazine

Advertising may be categorized in a variety of wawgsluding by style, target audience, geographic
scope, medium, or purpose.® For example, in print advertising, classificatlmnstyle can include
display advertising (ads with design elements bgldize) vs. classified advertising (ads without
design elements sold by the word or line). Advertjsnay be local, national or global. An ad
campaign may be directed toward consumers or toésses. The purpose of an ad may be to raise
awareness (brand advertising), or to elicit an ichiaie sale (direct response advertising).

Traditional media

Virtually any medium can be used for advertisingm®nercial advertising media can include wall
paintings, billboards, street furniture componeptsjted flyers and rack cards, radio, cinema and
television adverts, web banners, mobile telepheneess, shopping carts, web popups, skywriting,
bus stop benches, human billboards and foreheaattiing, magazines, newspapers, town criers,
sides of buses, banners attached to or sidespbéiaés ("logojets"), in-flight advertisements on
seatback tray tables or overhead storage bingataxioors, roof mounts and passenger screens,
musical stage shows, subway platforms and tralastie bands on disposable diapers, doors of
bathroom stalls, stickers on apples in supermarkbtgpping cart handles (grabertising), the opening
section of streaming audio and video, posterstlaathacks of event tickets and supermarket receipts
Any place an "identified" sponsor pays to delivezit message through a medium is advertising.

IShare of global adspend |

Imedium || 20152017 |

[Television advertisemen(i37.7%34.8%

[Desktop online advertisil{yo.9%4[18.2%

IMobile advertising 9.29% || 18.4%
INewspaper#Advertising ||12.8%4(10.1%
IMagazines 16.5% || 5.3%|

|Outdoor advertising  ]/6.8% |[ 6.6%]

IRadio advertisement  |16.5% || 5.9%]

ICinema 110.6% | 0.7%|

Television
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Television advertising is one of the most expengmpes of advertising; networks charge large
amounts for commercial airtime during popular esefitie annual Super Bowl football game in the
United States is known as the most prominent aiduggtevent on television — with an audience of
over 108 million and studies showing that 50% ok only tuned in to see the advertisements. The
average cost of a single thirty-second televisjoot sluring this game reached US$4 million & a 60-
second spot double that figure in 2014. Virtualeatisements may be inserted into regular
programming through computer graphics. It is tylydaserted into otherwise blank backdrops or
used to replace local billboards that are not wiéto the remote broadcast audience. More
controversially, virtual billboards may be insertatb the background where none exist in real-life.
This technique is especially used in televisedtsppevents. Virtual product placement is also
possible. An infomercial is a long-format televisicommercial, typically five minutes or longer. The
word "infomercial" is a portmanteau of the wordsfOrmation" and "commercial”. The main
objective in an infomercial is to create an impylsechase, so that the target sees the presentation
and then immediately buys the product through thedised toll-free telephone number or website.
Infomercials describe, display, and often demotsstpaoducts and their features, and commonly have
testimonials from customers and industry profesg®n

Fig 3.17: Television commercial 1948

Radio

Radio advertisements are broadcast as radio wahs &ir from a transmitter to an antenna and a
thus to a receiving device. Airtime is purchasexirfra station or network in exchange for airing the
commercials. While radio has the limitation of lgenestricted to sound, proponents of radio
advertising often cite this as an advantage. Riadim expanding medium that can be found on air,
and also online. According to Arbitron, radio hap@ximately 241.6 million weekly listeners, or
more than 93 percent of the U.S. population.

Online

Online advertising is a form of promotion that uttes Internet and World Wide Web for the
expressed purpose of delivering marketing mesdagasract customers. Online ads are
delivered by an ad server. Examples of online athieg include contextual ads that appear
on search engine results pages, banner ads, ipgoayick text ads, rich media ads, Social
network advertising, online classified advertisiagyertising networks and e-mail marketing,
including e-mail spamA newer form of online advertising is Native Adlsey go in a
website's news feed and are supposed to improvesygerience by being less intrusive.
However, some people argue this practice is decepti
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Domain names

Domain name advertising is most commonly done thjinquay per click web search engines,
however, advertisers often lease space directiyoomain names that generically describe their
products. When an Internet user visits a websitg/bing a domain name directly into their web
browser, this is known as "direct navigation”, gipe in" web traffic. Although many Internet users
search for ideas and products using search engmemobile phones, a large number of users around
the world still use the address bar. They will tgdeeyword into the address bar such as "geraniums"
and add ".com" to the end of it. Sometimes they adlthe same with ".org" or a country-code Top
Level Domain (TLD such as ".co.uk" for the Unitethgdom or ".ca" for Canada). When Internet
users type in a generic keyword and add .com athantop-level domain (TLD) ending, it produces

a targeted sales lead. Domain nhame advertisingvigisally developed by Oingo (later known as
Applied Semantics), one of Google's early acqoisgi

Product placements

Covert advertising is when a product or brand is embedded in entgnant and media. For
example, in a film, the main character can useem or other of a definite brand, as in the movie
Minority Report where Tom Cruise's character John Anderton owgtsae with théNokialogo
clearly written in the top corner, or his watch enged with theBulgari logo. Another example of
advertising in film is ifl, Robot where main character played by Will Smith mergibisConverse
shoes several times, calling them "classics", bmx#he film is set far in the future Robotand
Spaceballsilso showcase futuristic cars with thedi andMercedes-Bentogos clearly displayed on
the front of the vehicles. Cadillac chose to adserin the movid he Matrix Reloadedvhich as a
result contained many scenes in which Cadillac ware used. Similarly, product placement for
Omega Watches, Ford, VAIO, BMW and Aston Martinscare featured in recent James Bond films,
most notablyCasino Royaleln "Fantastic Four: Rise of the Silver Surfetg tmain transport vehicle
shows a large Dodge logo on the frdBlade Runneimcludes some of the most obvious product
placement; the whole film stops to show a Coca-®Gdlboard.

Print

Print advertising describes advertising in a pdnteedium such as a newspaper, magazine, or trade
journal. This encompasses everything from medih wivery broad readership base, such as a major
national newspaper or magazine, to more narrowfjetad media such as local newspapers and trade
journals on very specialized topics. One form dfifpadvertising is classified advertising, which

allows private individuals or companies to purchasenall, narrowly targeted ad paid by the word or
line. Another form of print advertising is the d&p ad, which is generally a larger ad with design
elements that typically run in an article sectiém mewspaper

Outdoor

Billboards, also known as hoardings in some pdrteeworld, are large structures located in public
places which display advertisements to passinggtedes and motorists. Most often, they are located
on main roads with a large amount of passing mamarpedestrian traffic; however, they can be
placed in any location with large amounts of viesysuch as on mass transit vehicles and in stations
in shopping malls or office buildings, and in stads. The form known as street advertising first
came to prominence in the UK by Street Advertistegvices to create outdoor advertising on street
furniture and pavements. Working with products sagtiReverse Graffiti, air dancers and 3D
pavement advertising, for getting brand messagemuupublic spacesSheltered outdoor

advertising combines outdoor with indoor advertieatrby placing large mobile, structures (tents) in
public places on temporary bases. The large odigrtising space aims to exert a strong pull on the
observer, the product is promoted indoors, whezecthative decor can intensify the impression.
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Mobile billboards are generally vehicle mountedbloifirds or digital screens. These can be on
dedicated vehicles built solely for carrying adisatnents along routes preselected by clients, they
can also be specially equipped cargo trucks @oime cases, large banners strewn from planes. The
billboards are often lighted; some being backli athers employing spotlights. Some billboard
displays are static, while others change; for exangontinuously or periodically rotating among a
set of advertisements. Mobile displays are usedddpus situations in metropolitan areas throughou
the world, including: target advertising, one-dayg déong-term campaigns, conventions, sporting
events, store openings and similar promotional syemd big advertisements from smaller
companies.

Fig 3.18: The RedEye newspaper advertised to iitetanarket at North Avenue Beach with
a sailboat billboard on Lake Michigan.

Point-of-sale

In-store advertising is any advertisement placealiietail store. It includes placement of a prodict
visible locations in a store, such as at eye lestehe ends of aisles and near checkout couraees (
POP — point of purchase display), eye-catchinglaysppromoting a specific product, and
advertisements in such places as shopping cartmestdre video displays.

Novelties

Advertising printed on small tangible items sucltaffee mugs, T-shirts, pens, bags, and such is
known as novelty advertising. Some printers spieiah printing novelty items, which can then be
distributed directly by the advertiser, or itemsyrba distributed as part of a cross-promotion, sagh
ads on fast food containers.

Celebrity branding

This type of advertising focuses upon using cetglpdwer, fame, money, popularity to gain
recognition for their products and promote spedfares or products. Advertisers often advertise
their products, for example, when celebrities shiaeé favorite products or wear clothes by specifi
brands or designers. Celebrities are often involmetivertising campaigns such as television otpri
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adverts to advertise specific or general prodddis. use of celebrities to endorse a brand canitave
downsides, however; one mistake by a celebritybeadetrimental to the public relations of a brand.
For example, following his performance of eightdypiedals at the 2008 Olympic Games in Beijing,
China, swimmer Michael Phelps' contract with Kefjsgwas terminated, as Kellogg's did not want to
associate with him after he was photographed srgakiarijuana.Celebrities such as Brithey Spears
have advertised for multiple products including $teandies from Kohl's, Twister, NASCAR, and
Toyota.

Aerial
Using aircraft, balloons or airships to createispldy advertising media. Skywriting is a
notable example.

Fig 3.19: An Allegiant Air aircraft in the speciBlue Man Group livery.

New media and advertising approaches

Increasingly, other media are overtaking many ef‘thaditional" media such as television, radio and
newspaper because of a shift toward the usagedhtarnet for news and music as well as devices
like digital video recorders (DVRs) such as TiVo.

Online advertising began with unsolicited bulk edradvertising known as "e-mail spam”. Spam has
been a problem for e-mail users since 1978. Asawime communication channels became
available, advertising followed. The first banndragppeared on the World Wide Web in 1994. Prices
of Web-based advertising space are dependent dnelegance” of the surrounding web content and
the traffic that the website receives.

In online display advertising, display ads geneeaatareness quickly. Unlike search, which requires
someone to be aware of a need, display advertisinglrive awareness of something new and
without previous knowledge. Display works well flirect response. Display is not only used for
generating awareness, it's used for direct respcars@aigns that link to a landing page with a clear
‘call to action'.

As the mobile phone became a new mass medium &WBen the first paid downloadable content
appeared on mobile phones in Finland, mobile dduey followed, also first launched in Finland in
2000. By 2007 the value of mobile advertising had redc$2 billion and providers such as Admob
delivered billions of mobile ads.
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More advanced mobile ads include banner ads, caMultimedia Messaging Servi picture and
video messages, advergames and vaengagement marketing campaignakticular featurt
driving mobile ads is theD barcod, which replaces the need to do any typing of wadresses, ar
uses the camera feature of modern phones to gaiediate acces to web content. 83 percent
Japanese mobile phone users already are active afs2b barcode

Some companies have proposed placing messagemporate logos on the side of boosrockets
and theinternational Space Stati.

Unpaid advertising (also called "publicity advartg'), can include personal recommendati
("bring a friend", "sell it"), spreading buzz, or achieving tleat of equating a brand with a comn
noun (in the United StatesK&rox" = "photocopier”, "Kleenex" = tissue, "Vag@" = petroleum
jelly, "Hoover" =vacuum cleani, and "Band-Aid" = adhesive bandagdowever, some compan
oppose the use of their brand name to label arcoliquating a brand with a common noun
risks turning that brand intogeneric tradema —turning it into a generic term which means tha

legal protection as a trademark is |

From time to timeThe CW Television Netwo airs short programming breaks called "Con
Wraps", to advertise one company's product dunmgraire commercial break. The CW pionee
"content wraps" and some prods featured were Herbal Essences, Cf@sttar Hero |, CoverGirl,
and recently Toyota.

A new promotion concept has appearecRvertising", advertising oAugmented Realil
technology.

Controversy exists on the effectiver of subliminal advertising (seaind contrg), and the
pervasiveness of mass messaPropaganda).

Rise in new media
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Fig 3.20 US Newspaper Advertising RevenNewspaper Association of America published ()

With the Internet came many new advertising opputies. PopupFlash banner, Popunde
advergamingand email advertisements (all of which are oftewanted or spam in the case of en
are now commonplace. Particularly since the ris&epfertaining" advertising, sol people may like
an advertisement enough to wish to watch it lateshow a frienc In general, the advertisir
community has not yet made this easy, although dwve used the Internet to widely distribute tI
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ads to anyone willing to see or hear them. In &isé three-quarters of 2009 mobile and internet
advertising grew by 18% and 9% respectively. Oldedia advertising saw declines: -10.1% (TV),
-11.7% (radio), —14.8% (magazines) and —18.7% (papsrs).

Niche marketing

Another significant trend regarding future of adigng is the growing importance of the niche
market using niche or targeted ads. Also broughtitby the Internet and the theory of the long tail
advertisers will have an increasing ability to teapecific audiences. In the past, the most efiicie
way to deliver a message was to blanket the largass market audience possible. However, usage
tracking, customer profiles and the growing pogtyaf niche content brought about by everything
from blogs to social networking sites, provide atigers with audiences that are smaller but much
better definedjeading to ads that are more relevant to viewedsraore effective for companies'
marketing products. Among others, Comcast Spotlgjbhe such advertiser employing this method
in their video on demand menus. These advertiseagattargeted to a specific group and can be
viewed by anyone wishing to find out more abouasipular business or practice, from their home.
This causes the viewer to become proactive andlctthoose what advertisements they want to
view.

Google AdSense is an example of niche marketingglgocalculates the primary purpose of a
website and adjusts ads accordingly; it uses kaylsvon the page (or even in emails) to find the
general ideas of topics disused and places adwihatost likely be clicked on by viewers of the
email account or website visitors.

Crowdsourcing

The concept of crowdsourcing has given way to téved of user-generated advertisements. User-
generated ads are created by people, as oppoaaditivertising agency or the company themselves,
often resulting from brand sponsored advertisingetitions. For the 2007 Super Bowl, the Frito-
Lays division of PepsiCo held tigrash the Super Bowlontest, allowing people to create their own
Doritos commercial. Chevrolet held a similar contpet for their Tahoe line of SUVs. Due to the
success of the Doritos user-generated ads in e 80per Bowl, Frito-Lays relaunched the
competition for the 2009 and 2010 Super Bowl. Témilting ads were among the most-watched and
most-liked Super Bowl ads. In fact, the winningtlaat aired in the 2009 Super Bowl was ranked by
the USA Today Super Bowl Ad Meter as the top adlieryear while the winning ads that aired in
the 2010 Super Bowl were found by Nielsen's Buzzideto be the "most buzzed-about". Another
example of companies using crowdsourcing succég$$uihe beverage company Jones Soda that
encourages consumers to participate in the latsthehemselves.

This trend has given rise to several online platthat host user-generated advertising compegition
on behalf of a company. Founded in 2007, Zooppdshaxhed ad competitions for brands such as
Google, Nike, Hershey's, General Mills, MicrostdBC Universal, Zinio, and Mini Cooper.
Crowdsourced remains controversial, as the long-terpact on the advertising industry is still
unclear.

Global advertising

Advertising has gone through five major stagesesfetbpment: domestic, export, international,
multi-national, and global. For global advertiséhgre are four, potentially competing, business
objectives that must be balanced when developimpwiade advertising: building a brand while
speaking with one voice, developing economies aliesin the creative process, maximising local
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effectiveness of ads, and increasing the compapged of implementation. Born from the
evolutionary stages of global marketing are thedlprimary and fundamentally different approaches
to the development of global advertising executiexporting executions, producing local
executions, and importing ideas that travel.

Advertising research is key to determining the sasf an ad in any country or region. The abiitity
identify which elements and/or moments of an adrdmute to its success is how economies of scale
are maximized. Once one knows what works in arred idea or ideas can be imported by any other
market. Market research measures, such as Flowtehtfon, Flow of Emotion and branding

moments provide insight into what is working inahin any country or region because the measures
are based on the visual, not verbal, elementseofdh

Foreign public messaging

Foreign governmentgarticularly those that own marketable commengratlucts or services, often
promote their interests and positions through thesdising of those goods because the target
audience is not only largely unaware of the forwaaehicle for foreign messaging but also willing
to receive the message while in a mental statbsdrding information from advertisements during
television commercial breaks, while reading a pocial, or while passing by billboards in public
spaces. A prime example of this messaging techngjadvertising campaigns to promote
international travel. While advertising foreign tieations and services may stem from the typical
goal of increasing revenue by drawing more tourisome travel campaigns carry the additional or
alternative intended purpose of promoting goodisentts or improving existing ones among the
target audience towards a given nation or regtds.dommon for advertising promoting foreign
countries to be produced and distributed by thegouministries of those countries, so these ads
often carry political statements and/or depictiohthe foreign government's desired international
public perception. Additionally, a wide range ofdign airlines and travel-related services which
advertise separately from the destinations, therasehre owned by their respective governments;
examples include, though are not limited to, therktas airline (Dubai), Singapore Airlines
(Singapore), Qatar Airways (Qatar), China Airlif€aiwan/Republic of China), and Air China
(People's Republic of China). By depicting theistd®ations, airlines, and other services in a
favorable and pleasant light, countries market #edwes to populations abroad in a manner that
could mitigate prior public impressions.

Diversification

In the realm of advertising agencies, continuedisty diversification has seen observers note that
"big global clients don't need big global agenerg more". This is reflected by the growth of non-
traditional agencies in various global marketshsag Canadian business TAXI and SMART in
Australia and has been referred to as "a revolutighe ad world".

New technology

The ability to record shows on digital video recsd(such as TiVo) allow watchers to record the
programs for later viewing, enabling them to fastard through commercials. Additionally, as more
seasons of pre-recorded box sets are offered lo§television programs; fewer people watch the
shows on TV. However, the fact that these setsah means the company will receive additional
profits from these sets.

To counter this effect, a variety of strategiesehbgen employed. Many advertisers have opted for
product placement on TV shows like Survivor. Otsteategies include integrating advertising with
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internet-connected EPGs, advertising on compargercds (like smartphones and tablets) during the
show, and creating TV apps. Additionally, some likands have opted for social television
sponsorship.

Advertising education

Advertising education has become popular with blachmaster and doctorate degrees becoming
available in the emphasi#é surge in advertising interest is typically ditried to the strong
relationship advertising plays in cultural and tealogical changes, such as the advance of online
social networking. A unique model for teaching advertising is thelstut-run advertising agency,
where advertising students create campaigns focogapanies. Organizations such as the American
Advertising Federation establish companies witllsiis to create these campaigns.

Purposes

Advertising is at the front of delivering the propeessage to customers and prospective customers.
The purpose of advertising is to convince custortiesa company's services or products are the
best, enhance the image of the company, pointraliteeate a need for products or services,
demonstrate new uses for established productspanamew products and programs, reinforce the
salespeople's individual messages, draw customée tbusiness, and to hold existing customers.

Sales promotions and brand loyalty

Sales promotions are another way to advertises$atamotions are double purposed because they
are used to gather information about what typeustamers one draws in and where they are, and to
jump start sales. Sales promotions include thirkgsdontests and games, sweepstakes, product
giveaways, samples coupons, loyalty programs, &swbuants. The ultimate goal of sales promotions
is to stimulate potential customers to action.

One way to create brand loyalty is to reward coressrfor spending time interacting with the brand.
This method may come in many forms like rewardsl,cawards programs and sampling.

Criticisms

| POLLUTION |

Fig 3.21 Mabstr - Visual Pollution, London (5914583)

While advertising can be seen as necessary foloatiargrowth, it is not without social costs.
Unsolicited commercial e-mail and other forms ddirspghave become so prevalent as to have become
a major nuisance to users of these services, assvbeing a financial burden on internet service
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providers. Advertising is increasingly invading patspaces, such as schools, which some critics
argue is a form of child exploitation.

One of the most controversial criticisms of adwennent in the present day is that of the
predominance of advertising of foods high in sugs#tr,and salt specifically to children. Criticsich

that food advertisements targeting children ardagtye and are not sufficiently balanced with

proper nutritional education to help children ursti@nd the consequences of their food choices.
Additionally, children may not understand that tlaeg being sold something, and are therefore more
impressionable. Michelle Obama has criticizedddmpd companies for advertising unhealthy foods
largely towards children and has requested that é@onpanies either limit their advertising to
children or advertise foods that are more in lind wietary guidelines. The other criticisms inatud

the change that are brought by those advertisermarttse society and also the deceiving ads that are
aired and published by the corporations. Cosmaeiticteealth industry are the ones which exploited
the highest and created reasons of concern.

Regulation

There have been increasing efforts to protect théipinterest by regulating the content and the
influence of advertising. Some examples includ&ia®ns for advertising alcohol, tobacco or
gambling imposed in many countries, as well ashtres around advertising to children, which exist
in parts of Europe. Advertising regulation focubeavily on the veracity of the claims and as such,
there are often tighter restrictions placed arcashkrtisements for food and healthcare products.

The advertising industries within some countridg lesss on laws and more on systems of self-
regulation. Advertisers and the media agree orda ob advertising standards that they attempt to
uphold. The general aim of such codes is to enbateany advertising is 'legal, decent, honest and
truthful'. Some self-regulatory organizations ameded by the industry, but remain independent, with
the intent of upholding the standards or codestlikeAdvertising Standards Authority in the UK.

In the UK, most forms of outdoor advertising sushtae display of billboards is regulated by the UK
Town and County Planning system. Currently, theldisof an advertisement without consent from
the Planning Authority is a criminal offense lialdea fine of £2,500 per offense. In the US, many
communities believe that many forms of outdoor atisiag blight the public realm. As long ago as
the 1960s in the US there were attempts to bandaitd advertising in the open countryside. Cities
such as Sao Paulo have introduced an outright ithrbandon also having specific legislation to
control unlawful displays.

Some governments restrict the languages that casdzkin advertisements, but advertisers may
employ tricks to try avoiding them. In France fostance, advertisers sometimes print English words
in bold and French translations in fine print taldeith Article 120 of the 1994 Toubon Law limiting
the use of English).

The advertising of pricing information is anothepit of concern for governments. In the United
States for instance, it is common for businessesiyp mention the existence and amount of
applicable taxes at a later stage of a transadtiocianada and New Zealand, taxes can be listed as
separate items, as long as they are quoted up-fromtost other countries, the advertised pricetmus
include all applicable taxes, enabling customeresatgily know how much it will cost them.

Theory
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Hierarchy-of-effects models
Various competing models of hierarchies of effettempt to provide a theoretical underpinning to
advertising practice.

The model of Clow and Baack clarifies the objecieéan advertising campaign and for each
individual advertisement. The model postulatesssips a buyer moves through when making a
purchase:

Awareness

Knowledge

Liking

Preference

Conviction

Purchase
Means-End Theory suggests that an advertisemeuntdsbontain a message or means that leads the
consumer to a desired end-state.

Leverage Points aim to move the consumer from wtaleding a product's benefits to linking those
benefits with personal values.

Marketing mix

The marketing mix was proposed by professor E.ndem@lcCarthy in the 1960s. It consists of four
basic elements called thiolr Ps". Product is the first P representing the actual prodBdce
represents the process of determining the valaepobductPlacerepresents the variables of getting
the product to the consumer such as distributi@mibls, market coverage and movement
organization. The last P stands Rmomotion which is the process of reaching the target maahdt
convincing them to buy the product.

In the 1990s, the conceptfolur Cs was introduced as a more customer-driven replaceafdour
P's. There are two theories based on four Cs: taorte's four Csgonsumercost communication
convenience and Shimizu's four Ce€gmmoditycost communicationchanne) in the7Cs Compass
Model (Co-marketing). Communications can include adsagj, sales promotion, public relations,
publicity, personal selling, corporate identitytdmal communication, SNS, MIS.

Advertising research

Advertising research is a specialized form of rege#hat works to improve the effectiveness and
efficiency of advertising. It entails numerous farof research which employ different
methodologies. Advertising research includes psértg (also known as copy testing) and post-
testing of ads and/or campaigns.

Pre-testing includes a wide range of qualitative @uantitative techniques, including: focus groups,
in-depth target audience interviews (one-on-oneruntws), small-scale quantitative studies and
physiological measurement. The goal of these iigasbns is to better understand how different
groups respond to various messages and visual pgpthpreby providing an assessment of how well
the advertisement meets its communications goals.
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Post-testing employs many of the same techniqupssatesting, usually with a focus on
understanding the change in awareness or attittriteutable to the advertisement. With the
emergence of digital advertising technologies, nfanys have begun to continuously post-test ads
using real-time data. This may take the form of Affiit-testing or multivariate testing.

Continuous ad tracking and the Communicus Systenc@npeting examples of post-testing
advertising research types.

Semiotics

Meanings between consumers and marketers depnd aigd symbols that are encoded in everyday
objects. Semiotics is the study of signs and Huey aire interpreted. Advertising has many hidden
signs and meaningwithin brand names, logos, package designs, adwertisements, and television
advertisements. Semiotics aims to study and iréethe message being conveyed in (for example)
advertisements. Logos and advertisements can &piated at two levels — known as the surface
level and the underlying level. The surface lexsgausigns creatively to create an image or
personality for a producfThese signs can be images, words, fonts, colosgpgans. The underlying
level is made up of hidden meanings. The combinadgfdmages, words, colors, and slogans must be
interpreted by the audience or consumer. The "&@dvertising analysis" is the signifier and the
signified. The signifier is the object and the #igwl is the mental concept. A product has a signif
and a signified. The signifier is the color, brarame, logo design, and technology. The signifiesd ha
two meanings known as denotative and connotatie.denotative meaning is the meaning of the
product. A television's denotative meaning mightha it is high definition. The connotative
meaning is the product's deep and hidden meanimgnAotative meaning of a television would be
that it is top-of-the-line.

Apple's commercialaised a black silhouette of a person that wasgheoBApple's target market.
They placed the silhouette in front of a blue seree that the picture behind the silhouette coeld b
constantly changing. However, the one thing thetssthe same in these ads is that there is music in
the background and the silhouette is listenindgn&d music on a white iPod through white
headphones. Through advertising, the white colaa eat of earphones now signifies that the music
device is an iPod. The white color signifies almalkbf Apple's products.

The semiotics of gender plays a key influence envthy in which signs are interpreted. When
considering gender roles in advertising, individuale influenced by three categories. Certain
characteristics of stimuli may enhance or decréaselaboration of the message (if the product is
perceived as feminine or masculine). Second, theackeristics of individuals can affect attentiowl a
elaboration of the message (traditional or nonii@thl gender role orientation). Lastly, situatibn
factors may be important to influence the elaboratf the message.

There are two types of marketing communicatiometaobjective and subjective. Objective claims
stem from the extent to which the claim associdtedrand with a tangible product or service
feature. For instance, a camera may have auto-feaisres. Subjective claims convey emotional,
subjective, impressions of intangible aspectsmfoauct or service. They are non-physical featofes
a product or service that cannot be directly peatkias they have no physical reality. For instance
the brochure has a beautiful design. Males temdgpond better to objective marketing-
communications claims while females tend to resgmatter to subjective marketing communications
claims.
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Voiceovers are commonly used in advertising. Madéta@overs are done by men, with figures of up
to 94% having been reported. There have been rearalé voiceovers in recent yeatsit mainly for
food, household products, and feminine-care praduct

Gender effects in the processing of advertising

According to a 1977 study by David Statt, femalexpss information comprehensively, while males
process information through heuristic devices sagprocedures, methods or strategies for solving
problems, which could have an effect on how thégrpret advertising. According to this study, men
prefer to have available and apparent cues toprgethe message, whereas females engage in more
creative, associative, imagery-laced interpretati@ter research by a Danish team found that
advertising attempts to persuade men to improve déppearance or performance, whereas its
approach to women aims at transformation towarngossible ideal of female presentation.In Paul
Suggett's article "The Obijectification of WomenrAidvertising" he discusses the negative impact that
these women in advertisements, who are too paddmt real, have on women in real life. And gives
men and young men a skewed and unrealistic expat@itwomen. Advertising's manipulation of
women's aspiration to these ideal types as podray&/m, in erotic art, in advertising, on stage,
within music videos, and through other media expesuvequires at least a conditioned rejection of
female reality, and thereby takes on a highly idgmial cast. Studies show that these expectatibns o
women and young girls negatively impact their vielsut their bodies and appearances.These
advertisements are directed towards men Not everggrees: one critic viewed this monologic,
gender-specific interpretation of advertising asessively skewed and politicized. There are some
companies however like Dove and Aerie that areticrg@ommercials to portray more natural

women that are less photo shopped so more womewcamd girls are able to relate to them. These
commercials give more natural beauty standards.

More recent research by Martin (2003) revealsitieies and females differ in how they react to
advertising depending on their mood at the timexglosure to the ads, and on the affective tone of
the advertising. When feeling sad, males prefephauls to boost their mood. In contrast, females
prefer happy ads when they are feeling happy. &le®ision programs in which ads are embedded
influence a viewer's mood state. Susan Wojcickh@auof the article "Ads that Empower Women
don't just Break Stereotypes—They're also Effectigdscusses how advertising to women has
changed since the first Barbie commercial wheitla girl tells the doll that, she wants to betjlike
her. Little girls grow up watching advertisementscantily clad women advertising things from
trucks to burgers and Woijcicki states it showssginat they're either arm candy or eye candy. But i
recent studies, ads that are shown empowering waennemnas the #Like A Girl ad campaign by
Always have a better effect on women. When womenasemen being empowered on these ads,
they're more likely to watch and share the vid@be views of these ads on sites like YouTube
doubled and are more likely to be watched and shayavomen.

CHECK YOUR PROGRESS

Elaborate on the concept of Advertisement.
Describe the historical background of Advertisement

Discuss the cultural impact of advertisement.
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Describe the impact of commercial television oneatisement.
Explain various schemes of classification for atsement.
Describe the media used in advertisement and laitive distribution.
Describe the features of advertisements on TV.

Describe the features of advertisements on radio.

Describe the features of advertisements on internet

Explain the concept of Covert advertising.

Describe the features of advertisements on Pridiame
Describe the features of advertisements on outidoations.
Explain how novelty items are used for advertiseimen
Elaborate on the concept of celebrity branding.

Discuss the rise of new media in advertisement.

Elaborate on the concept of niche marketing.

Discuss the concept of crowdsourcing.

Discuss the criticism to advertisement.

What are the various regulations to the businessleértisement.
Explain the Hierarchy-of-effects models.

Discuss the concept advertisement research.

Discuss the concept of Semiotics.

Elaborate the study which shows that women respdfetently to the advertisements than men.

3.05 SALES

Salesis activity related to selling or the amount obde or services sold in a given time period.

Theselleror the provider of the goods or services complatsale in response to an acquisition,
appropriation,requisition or a direct interaction with theyerat the point of sale. There is a passing
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of title (property or ownership) of the item, ame tsettlement of a price, in which agreement is
reached on a price for which transfer of ownersififhe item will occur. Thaeller, not the purchaser
generally executes the sale and it may be compjetedto the obligation of payment. In the case of
indirect interaction, a person who sells goodseovise on behalf of the owner is known as a
salesmanor saleswomaror salespersonbut this often refers to someone selling goods in
store/shop, in which case other terms are also @mmcludingsalesclerkshop assistanandretail
clerk

In common law countries, sales are governed gapdnathe common law and commercial codes. In
the United States, the laws governing sales of g@aoe somewhat uniform to the extent that most
jurisdictions have adopted Article 2 of the Unifo@ommercial Code, albeit with some non-uniform
variations.

Definition

A person or organization expressing an intereatguiring the offered item of value is referrecto

a potential buyer, prospective customer or prosgBagting and selling are understood to be two sides
of the same "coin" or transaction. Both seller bager engage in a process of negotiation to
consummate the exchange of values. The exchangellimg, process has implied rules and
identifiable stages. It is implied that the sellprgcess will proceed fairly and ethically so ttet

parties end up nearly equally rewarded. The stafyeslling, and buying, involve getting acquainted,
assessing each party's need for the other's itemloé, and determining if the values to be exchdng
are equivalent or nearly so, or, in buyer's tefimsyth the price". Sometimes, sellers have to heé t
own experiences when selling products with appaderiiscounts.

From a management viewpoint it is thought of aara @f marketing,although the skills required are
different. Sales often forms a separate groupirgyéorporate structure, employing separate spstial
operatives known asalespersonésingular:salesperson Selling is considered by many to be a sort
of persuading "art". Contrary to popular beliet thethodological approach of selling refers to a
systematic process of repetitive and measurablesioihes, by which a salesman relates his or her
offering of a product or service in return enablitigg buyer to achieve their goal in an economic.way
While the sales process refers to a systematiepsoof repetitive and measurable milestones, the
definition of the selling is somewhat ambiguous tuthe close nature of advertising, promotion,
public relations, and direct marketing.

Selling is the profession-wide term, much like neditkg defines a profession. Recently, attempts
have been made to clearly understand who is isdhes profession, and who is not. There are many
articles looking at marketing, advertising, proroat, and even public relations as ways to create a
unique transaction.

Two common terms used to describe a salespersdframer” and "Hunter". The reality is that most
professional sales people have a little of bothuAter is often associated with aggressive
personalities who use aggressive sales techniguetrhs of sales methodology a hunter refers to a
person whose focus is on bringing in and closiredd his process is called "sales capturing”. An
example is a commodity sale such as a long distsales person, shoe sales person and to a degree a
car sales person. Their job is to find and conlayers. A sales farmer is someone who creates sales
demand by activities that directly influence angrathe buying process.

BHM303/HTS604: Marketing Services Page 180



Many believe that the focus of selling is on thenlan agents involved in the exchange between buyer
and seller. Effective selling also requires a systapproach, at minimum involving roles that sell,
enable selling, and develop sales capabilitiesingedlso involves salespeople who possess a specif
set of sales skills and the knowledge require@dtdifate the exchange of value between buyers and
sellers that is unique from marketing, advertisigtg,

Within these three tenets, the following definitiofiprofessional selling is offered by the American
Society for Training and Development (ASTD):

The holistic business system required to effecfidelvelop, manage, enable, and execute a
mutually beneficial, interpersonal exchange of goadd/or services for equitable value.

”

Team selling is one way to influence sales. Tedlimgas "a group of people representing the sales
department and other functional areas in the fauch as finance, production, and research and
development". (Spiro) Team selling came about n1t®90s through total quality management
(TQM). TQM occurs when companies work to improveititustomer satisfaction by constantly
improving all of their operations.

Relationships with marketing

Marketing and sales differ greatly, but generallydnthe same goal. Selling is the final stage in
marketing, which also includes pricing, promotiplace and product (the 4 P's). A marketing
department in an organization has the goals otasing the desirability and value to the customer
and increasing the number and engagement of iniemadetween potential customers and the
organization. Achieving this goal may involve ttaes team using promotional techniques such as
advertising, sales promotion, publicity, and pubdlations, creating new sales channels, or crgatin
new products (new product development), among dtfiegs. It can also include bringing the
potential customer to visit the organization's vitelfs) for more information, or to contact the
organization for more information, or to interadgtiwthe organization via social media such as
Twitter, Facebook and blogs. Social values alsg alenajor role in consumer decision processes.

The field of sales process engineering views "Sasshe output of a larger system, not just as the
output of one department. The larger system indudany functional areas within an organization.
From this perspective, "sales" and "marketing" (aghothers, such as "customer service") label for a
number of processes whose inputs and outputs sopplyanother to varying degrees. In this context,
improving an "output” (such as sales) involves witigl and improving the broader sales process, as in
any system, since the component functional ardasaict and are interdependent.

Many large corporations structure their marketiegattments so they are directly integrated with all
lines of businessThey create multiple teams with a singular foaud tne managers of these teams
must coordinate efforts in order to drive profiteldusiness success. For example, an "inbound"
focused campaign seeks to drive more customersutghrthe door”, giving the sales department a
better chance of selling their product to the comsiu A good marketing program would address any
potential downsides as well.

The sales department would aim to improve the &ctésn between the customer and the sales facility
or mechanism (example, web site) and/or salesp&xs@uales is the forefront of any organization,
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this would always need to take place before angrdthisiness process may begin. Sales management
would break down the selling process and then asa¢he effectiveness of the discrete processes as
well as the interaction between processes. For pbeanm many out-bound sales environments, the
typical process includes out-bound calling, thesalitch, handling objections, opportunity
identification, and the close. Each step of theepss has sales-related issues, skills, and training
needs, as well as marketing solutions to improwh eécrete step, as well as the whole process. In
many cases becoming a salesperson is a defaulr ga@ot many people aspire to be a salesman but
rather fall into the job due to circumstancesalt e highly rewarding as you receive remuneration
the form of a salary and also commission.

One further common complication of marketing invas\the inability to measure results for a great

deal of marketing initiatives. In essence, manykating and advertising executives often lose sight
of the objective of sales/revenue/profit, as thtaguk on establishing a creative/innovative program,
without concern for the top or bottom lines — adamental pitfall of marketing for marketing's sake.

Many companies find it challenging to get marketimgl sales on the same pagée two
departments, although different in nature, handlg gimilar concepts and have to work together for
sales to be successful. Building a good relatignbktween the two that encourages communication
can be the key to success — even in a down economy.

Industrial marketing

The idea that marketing can potentially elimindie need for sales people depends entirely on
context. For example, this may be possible in sB&€ situations; however, for many B2B
transactions (for example, those involving indadtorganizations) this is mostly impossibkenother
dimension is the value of the goods being soldt-Fexving consumer-goods (FMCG) require no
sales people at the point of sale to get themrtpjaff the supermarket shelf and into the custasner’
trolley. However, the purchase of large mining equént worth millions of dollars will require a
sales person to manage the sales process — pattidalthe face of competitors. Small and medium
businesses selling such large ticket items to grgghically-disperse client base use manufacturers'
representatives to provide these highly persomaicgewhile avoiding the large expense of a captive
sales force.

Sales and marketing alignment and integration

Another area of discussion involves the need fignalent and integration between corporate sales
and marketing functions. According to a report fritia Chief Marketing Officer (CMO) Council,
only 40 percent of companies have formal prograystems or processes in place to align and
integrate the two critical functions.

Traditionally, these two functions, as referencedva, have operated separately, left in siloedsarea
of tactical responsibility. Glen Petersen's bdtle Profit Maximization Paradogees the changes in
the competitive landscape between the 1950s anthibeof writing as so dramatic that the
complexity of choice, price and opportunities foe tustomer forced this seemingly simple and
integrated relationship between sales and markatichange forever. Petersen goes on to highlight
that salespeople spend approximately 40 percahtoftime preparing customer-facing deliverables
while leveraging less than 50 percent of the maledreated by marketing, adding to perceptionis tha
marketing is out of touch with the customer and Hades is resistant to messaging and strategy.

Methods
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List of methods
A sale can take place through:

Direct sales involving person to person contact (Modern dissdting includes sales made
through the party plan, one-on-one demonstratiang other personal contact
arrangements as well as internet safsme sources have defined direct selling as: "The
direct personal presentation, demonstration, aledofgoroducts and services to
consumers, usually in their homes or at their jobs.

Direct selling consists of two main business madsiggle-level marketing, in which a
direct seller makes money by buying products frogpaigent organization and selling
them directly to customers, and multi-level mankgt{also known asetwork marketing
or person-to-person marketipgn which the direct seller may earn money froohb
direct sales to customers and by sponsoring nesetdsellers and potentially earning a
commission from their efforts)

Channel sales, an indirect sales model, whichrdifimm direct sales. Channel selling is a
way for ("B2B") sellers to reach the ("B2B") and@C") markets through distributors,
re-sellers or value added re-sellers VARS.

Pro forma sales

Agency-based

Sales agents (for example in real estate or in faaturing)

Sales outsourcing through direct branded representa

Transaction sales

Consultative sales

Complex salesGomplex salesalso known agnterprise sales can refer to a
method of trading sometimes used by organizatidmsnwprocuring large
contracts for goods and/or services where the mesttakes control of the
selling process by issuing a Request for Prop&¥alPj and requiring a proposal
response from previously identified or interestedpdiers. Complex sales
involve long sales cycles with multiple decisionkeis. Multiple stakeholders
and stakeholder groups contribute to every comgdde)

Consignment

Telemarketing or telesales

Retail or consumer

Traveling salesman

Door-to-door methods

Hawking

Request for proposal — An invitation for supplighspugh a bidding process, to submit a
proposal on a specific product or service. An RE®ally represents part of a complex
sales process, also known as "enterprise sales".

Business-to-business — Business-to-business ("B&BEk are likely to be larger in terms of
volume, economic value and complexity than busttesonsumer ("B2C") sales.
Because of this complexity, there is a need to paniae relationships between the
buying and selling organisations, for example usteter Cheverton's relationship models
and the stakeholder map by Anderson, Bryson andb@ro

Electronic

Web — Business-to-business ("B2B") and businesstsumer ("B2C")
Electronic Data Interchange (EDI) — A set of staddar structuring information to
be electronically exchanged between and withinriasses
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Indirect, human-mediated but with indirect contact
Mail-order
vending machine

Sales Techniques:

Selling technique

Consultative selling

Sales enablement

Solution selling

Conceptual selling

Strategic selling

Transactional selling

Sales Negotiation

Reverse Selling

Upselling

Cross-selling

Paint-the-Picture

take away

Sales Habits

Relationship Selling

Sales outsourcing

Cold calling

Guaranteed sale

Needs-based selling

Professional Selling Skills

Persuasive selling

Hard Selling

Price based selling

Target account selling

Sandler Selling System

Challenger Sales

Action Selling

Auctions

Social Selling

Personal selling

Sales agents
Agents in the sales process can represent eithietogbarties in the sales process; for example:

Sales broker, seller agency, seller agent, samesentative: This is a traditional role where
the salesman represents a person or company selting end of a deal.

Buyers broker or Buyer brokerage: This is wherestilesman represents the consumer
making the purchase. This is most often appliddrige transactions.

Disclosed dual agent:This is where the salesmaesepts both parties in the sale and acts as
a mediator for the transaction. The role of thesalan here is to oversee that both parties
receive an honest and fair deal, and is responsitideth.

Transaction broker: This is where the salesperspresents neither party but handles the
transaction only. The seller owes no responsihititgither party getting a fair or honest
deal, just that all of the papers are handled phppe

Sales outsourcing involves direct branded reprasientwhere the sales representatives are
recruited, hired, and managed by an external etithold quotas, represent themselves
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as the brand of the client, and report all actigitithrough their own sales management
channels) back to the client. It is akin to a \aftextension of a sales force (see sales
outsourcing).

Sales managers aim to implement various saleggteatand management techniques in
order to facilitate improved profits and increasates volume. They are also responsible
for coordinating the sales and marketing departrasntell as oversight concerning the
fair and honest execution of the sales proceshdiy agents.

Salesperson: The primary function of professioalspeople is to generate and close

business resulting in revenue. The sales persémaedbmplish their primary function

through a variety of means including phone calisaig social media, networking, and cold

calling. The primary objective of the successflésperson is to find the consumers to sell to.

Sales is often referred to as a "numbers game'useca general law of averages and pattern

of successful closing of business will emerge tgtobeightened sales activity. These

activities include but are not limited to: locatipgpspects, fostering relationships with
prospects, building trust with future clients, itiging and filling needs of consumers, and
therefore turning prospective customers into aatnak. Many tools are used by successful
salespeople, the most important of which is questgwhich can be defined as a series of
guestions and resulting answers allowing the satesp to understand a customer's goals and
requirements relevant to the product. The creaiforalue or perceived value is the result of
taking the information gathered, analyzing the g@ald needs of the prospective customer
and leveraging the products and/or services thlesgafson's firm represents or sells in a way
that most effectively achieves the prospectiventéigoals and/or suits their needs. Effective
salespeople will package their offering and presiegit proposed solution in a way that leads
the prospective customer to the conclusion that ioguire the solution, resulting in revenue
and profit for the salesperson and the organizdtiey represent.

Internet Sales Professionals: These people araplymesponsible for ensuring immediate
response to the leads generated via social medilasite or email campaigns.

Inside sales vs. outside sales

Since the advent of the telephone, a distinctianbde®en made between "inside sales" and "outside
sales" although it is generally agreed that theemd have no hard-and-fast definition. In the White
States, the Fair Labor Standards Act defines caitsades representatives as "employees [who] sell
their employer's products, services, or facilitesustomers away from their employer's place(s) of
business, in general, either at the customer's ghbusiness or by selling door-to-door at the
customer's home" while defining those who work tfirthe employer's location” as inside sales.
Inside sales generally involves attempting to clmsginess primarily over the phone via
telemarketing, while outside sales (or “field" saleill usually involve initial phone work to book
sales calls at the potential buyer's location tenapt to close the deal in person. Some companies
have an inside sales department that works witkideirepresentatives and book their appointments
for them. Inside sales sometimes refers to upgglbrexisting customers.

CHECK YOUR PROGRESS

Describe the concept of sales.

Explain the relationship between marketing andssale
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Elaborate the concept of industrial marketing.
Describe the various ways in which sales can tékeep
Describe at least five sales techniques.

Explian the various sales agents.

Explain the roles of salespersons and sales manager

Distinguish between inside sales and outside sales.

3.06 SALES PROMOTION

Sales promotionis one of the five aspects of the promotional r{ithe other 4 parts of the
promotional mix are advertising, personal sellitigect marketing and publicity/public relations.)
Media and non-media marketing communication arel@yepl for a pre-determined, limited time to
increase consumer demand, stimulate market demangpoove product availability. Examples
include contests, coupons, freebies, loss leadenst of purchase displays, premiums, prizes, pcbdu
samples, and rebates.

Sales promotions can be directed at either th@mest sales staff, or distribution channel members
(such as retailers). Sales promotions targetdieatdnsumer are callednsumer sales promotions
Sales promotions targeted at retailers and wh@esal calledrade sales promotions Some sale
promotions, particularly ones with unusual meth@ale,considered gimmicks by many.

Sales promotion includes several communicatiorisiaes that attempt to provide added value or
incentives to consumers, wholesalers, retailerstttgr organizational customers to stimulate
immediate sales. These efforts can attempt to Eimproduct interest, trial, or purchase. Examples
of devices used in sales promotion include coupsar®ples, premiums, point-of-purchase (POP)
displays, contests, rebates, and sweepstakes.

Sales promotion is implemented to attract new c¢unsts, to hold present customers, to counteract
competition, and to take advantage of opportunttias are revealed by market research. It is made u
of activities, both outside and inside activitimsenhance company sales. Outside sales promotion
activities include advertising, publicity, publielations activities, and special sales eventsdénsi
sales promotion activities include window displagysduct and promotional material display and
promotional programs such as premium awards anisisn

Sale promotions often come in the form of discouiscounts impact the way consumers think and
behave when shopping. The type of savings andatgibn can affect the way consumers view a
product and affect their purchase decisi®he two most common discounts are price disca{iots
sale items”) and bonus packs (“bulk itemsPrice discounts are the reduction of an origiaid by a
certain percentage while bonus packs are dealsiichvthe consumer receives more for the original
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price. Many companies present different forms of disceumtadvertisements, hoping to convince
consumers to buy their products.

Consumer sales promotion types

Short term sales to achieve short term objectives
Price deal: A temporary reduction in the price hsas 50% off.
Loyal Reward Program: Consumers collect pointsesnibr credits for purchases and redeem
them for rewards.
Cents-off deal: Offers a brand at a lower pricécdreduction may be a percentage marked
on the package.
Price-pack/Bonus packs deal: The packaging offe@naumer a certain percentage more of
the product for the same price (for example, 25gmrextra). This is another type of deal
“in which customers are offered more of the prodacthe same price”For example, a
sales company may offer their consumers a bonusipaghich they can receive two
products for the price of one. In these scenatiis bonus pack is framed as a gain
because buyers believe that they are obtainingeagdroduct.The purchase of a bonus
pack, however, is not always beneficial for thestoner. Sometimes consumers will end
up spending money on an item they would not nognally had it not been in a bonus
pack. As a result, items bought in a bonus paclofiem wasted and is viewed as a “loss”
for the consumer.
Coupons: coupons have become a standard mechaisaiés promotions.
Loss leader: the price of a popular product is tmaply reduced below cost in order to
stimulate other profitable sales
Free-standing insert (FSI): A coupon booklet iitexd into the local newspaper for delivery.
Checkout dispensers: On checkout the customevén@ coupon based on products
purchased.
Mobile couponing: Coupons are available on a mqtiilene. Consumers show the offer on a
mobile phone to a salesperson for redemption.
Online interactive promotion game: Consumers plaingeractive game associated with the
promoted product.
Rebates: Consumers are offered money back if ttedpteand barcode are mailed to
the producer.
Contests/sweepstakes/games: The consumer is aidalfgagntered into the event by
purchasing the product.
Point-of-sale displays:-
Aisle interrupter: A sign that juts into the ailem the shelf.
Dangler: A sign that sways when a consumer walkis. by
Dump bin: A bin full of products dumped inside.
Bidding portals: Getting prospects
Glorifier: A small stage that elevates a producabother products.
Wobbler: A sign that jiggles.
Lipstick Board: A board on which messages are &nith crayon.
Necker: A coupon placed on the 'neck’ of a bottle.
YES unit: "your extra salesperson” is a pull-out fsheet.
Electroluminescent: Solar-powered, animated lighthotion.
Kids eat free specials: Offers a discount on tied @ining bill by offering 1 free kids meal
with each regular meal purchased.
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Sampling: Consumers get one sample for free, dftdr trial and then could decide whether
to buy or not.

Online deals vs. In-store deals

There are different types of discounts availablinensersus in the stores. On-shelf couponing:
Coupons are present at the shelf where the praslagtilable. * On-line couponing: Coupons are
available online. Consumers print them out and taken to the store.Although discounts can be
found online and in stores, there is a differenutiht process when shopping in each location. For
example, “online shoppers are more price-sendigeause of the readily available low search cost
and direct price comparisonsConsumers can easily go to other websites andftiegr deals as
opposed to physically going to various storesaddition, buyers tend to refrain from purchasin
bonus packs online because of the skepticism &ofdifand scams) that may come with the deal.
Since “...bonus packs are more difficult than pricedunts to process online, they are more difficult
and effortful for the consumer to understanBar example, a buy-one-get-one-free deal on aiteebs
requires more work than the same bonus pack offaradtore. Online, consumers have to deal with
payment processing, shipping and handling feesdags waiting for the products’ arrival, while in a
store, the products are available without thosétiaddl steps and delays.

Trade sales promotion techniques

Trade allowances: short term incentive offerechttuce a retailer to stock up on a product.

Dealer loader: An incentive given to induce a tetab purchase and display a product.

Trade contest: A contest to reward retailers thttlse most product.

Point-of-purchase displays: Used to create the afdenpulse" buying and selling your
product on the spot.

Training programs: dealer employees are traineglling the product.

Push money: also known as "spiffs". An extra comsiois paid to retail employees to push
products.

Trade discounts (also called functional discourifihese are payments to distribution channel
members for performing some function .

Retail Mechanics

Retailers have a stock number of retail ‘'mechattias'they regularly roll out or rotate for new
marketing initiatives.

Buy x get y free a.k.a. BOGOF for Buy One Get OreeF
Three for two

Buy a quantity for a lower price

Get x% of discount on weekdays.

Free gift with purchase

Consumer Thought Process

Meaningful Savings: Gain or Loss

Many discounts are designed to give consumersdteeption of saving money when buying
products, but not all discounted prices are vieagfhvorable to buyers. Therefore, before making a
purchase, consumers may weigh their options asraitlyain or a loss to avoid the risk of losing
money on a purchasé “gain” view on a purchase results in chancertgkiFor example, if there is a
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buy-one-get-one-half-off discount that seems paibfé, a shopper will buy the product. On the other
hand, a “loss” viewpoint results in consumer awerdp taking any chancebkor instance, consumers
will pass on a buy-three-get-one-half-off discotitihey believe they are not benefitting from the
deal. Specifically, consumers will consider thgitions because “...the sensation of loss is 2.5 times
greater than the sensation of gain for the sameVal

Impulse Buying

Impulse buying results from consumers’ failure tigh their options before buying a product.
Impulse buying is “any purchase that a shopper m#ta has not been planned... [and is] sudden
and immediate” For example, if a consumer has no intention ofrgga product before entering a
store, but purchases an item without any forethught is impulse buying. Product manufactures
want to promote and encourage this instant purcingsglse in consumers. Buyers can be very quick
to make purchases without thinking about the camseces when a product is perceived to be a good
deal. Therefore, sales companies “increasingly implerpeaitnotional campaigns that will be

effective in triggering consumer impulse buying &é@br” to increase sales and profit.

Comparing Prices

Many consumers read left-to-right, and therefoompare prices in the same manror example, if
the price of a product is $93 and the sales psi&¥9, people will initially compare the left dgifirst

(9 and 7) and notice the two digit differen¢¢owever, because of this habitual behavior, “comens
may perceive the ($14) difference between $93 &%da$ greater than the ($14) difference between
$89 and $75” As a result, consumers often mistakenly belieey tire receiving a better deal with
the first set of prices based on the left digitelyo Because of that common misconception,
companies capitalize on this sales pricing strategge often than not to increase sales.

Right Digit Effect

The right digit effect focuses on the right digifsprices when the left digits are the sartreother
words, prices like $45 and $42 force consumersgorpore attention to the right digits (the 2 and 5)
to determine the discount received. This effea &lplies that consumers will perceive larger
discounts for prices with small right digit endingsan for large right digit endings:or example, in a
$32-t0-$31 price reduction, consumers will beliewdave received a greater deal than a $39-to-$38
price reduction. As a result, companies may useodists with smaller right digits to mislead
consumers into thinking they are receiving a beteal and increasing profit. However, consumers
also are deceived by the infamous 9-ending pri€Ese right digit effect [also] relates to consumsier
tendency to identify 9-ending prices as sale (rrten regular) prices or to associate them with a
discount.For example, a regular price of $199 is mistaketdyved as a sale or discount by
consumers. Sales companies most commonly usepiieach because the misinterpretation of
consumers usually results in an increase of salgpwofit.

Framing Effect

The Framing Effect is “the phenomenon that occuremthere is a change in an individual’s
preference between two or more alternatives calogélde way the problem is presentedtfi.other
words, the format in which something is presentédlaffect a person’s viewpoint. This theory
consists of three subcategories: risky choice fngiattribute framing and goal framinBisky
choice framing references back to the gain-ord4besght processes of consumeonsumers will
take chances if the circumstance is profitablgtiem and avoid chance-taking if it is not. Attribut
framing deals with one key phrase or feature afigemiscount that is emphasized to inspire
consumer shoppindg=or example, the terms “free” and “better” arecusemmonly to lure in
shoppers to buy a product. Goal framing placesspreson buyers to act hastily or face the
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consequences of missing out on a definite pricaatioh. A “limited time only” deal, for example,
attempts to motivate buyers to make a purchas&iguimr buy on impulse, before the time runs out.

Outside Forces

Although there are aspects that can determine suocoer's shopping behavior, there are many
outside factors that can influence the shopperssd® in making a purchase. For example, even
though a product’s price is discounted, the qualitthat product may dissuade the consumer from
buying the item.If the product has poor customer reviews or hsisaat “life span,” shoppers will
view that purchase as a loss and avoid taking acehan it. A product can also be viewed negatively
because of consumers’ past experiences and expastdtor example, if the size of a product is
misleading, buyers will not want to buy it. An iteaxdvertised as “huge,” but is only one inch tall| w
ward off consumers. Also, “the effects of persafaracteristics, such as consumers’ gender,
subjective norms, and impulsivity” can also affeatonsumer’s purchase intentiof&r example, a
female will, generally, purchase a cosmetic prodiicte often than a male. In addition,
“some...shoppers may be unable to buy [a product].atse of financial constraintsNeither a
discounted price nor a bonus pack has the abdigntice consumers if they cannot afford the
product.

Political issues

Sales promotions have traditionally been heavifulated in many advanced industrial nations, with
the notable exception of the United States. Fomgite, the United Kingdom formerly operated under
a resale price maintenance regime in which manufex could legally dictate the minimum resale
price for virtually all goods; this practice wasoéibhed in 1964.

Most European countries also have controls ong¢heduling and permissible types of sales
promotions, as they are regarded in those courasdmrdering upon unfair business practices.
Germany is notorious for having the most stricutatjons. Famous examples include the car wash
that was barred from giving free car washes tolegguustomers and a baker who could not give a
free cloth bag to customers who bought more tharoll®

3.07 PERSONAL SELLING

Personal sellingrefers to a occurs when a sales representativesmwith a potential client for the
purpose of transacting a sale. Many sales repiasasg rely on a sequential sales process that
typically includes nine steps. Some sales repratieas develop scripts for all or part of the sales
process. The sales process can be used in faeedehcounters and in telemarketing.

Definition

Personal selling can be defined as "the procepsrsbn-to-person communication between a
salesperson and a prospective customer, in whecfotmer learns about the customer's needs and
seeks to satisfy those needs by offering the cuestdine opportunity to buy something of value, such
as a good or service.The term may also be used to describe a situatiwme a company uses a
sales force as one of the main ways it communiagitiscustomers.

Selling roles
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Sales activity can occur in the field by represtwviea who call on clients, in a retail or wholesale
environment where sales personnel attend to cussonyegprocessing orders or in a telemarketing
environment where the sales person makes teleptadiseo prospects. Different types of sales roles
can be identified:

Order takergrefers to selling that occurs primarily at the Vdsale or retail levels. Order
processing involves determining the customer nqealating to inventory that meets the
customer needs and completing the order.

Order gettergefers to the in-field sales activity where a sakpresentative travels to the
client's home or work place to makes a sales prats@m in order to win new business or
to maintain relations with existing clients.

Missionary sellings often seen as a sales support role. The mmsi@ales person
distributes information about products or servidescribes product attributes and leaves
materials but does not normally close the sale.missionary sales person often prepares
the way for a field sales person. For example,arphceutical sales representative may
call on doctors and leave samples, manufacturerrirdtion such as results of clinical
trials, copies of relevant journal articles etcaimeffort to persuade doctors to prescribe a
medication or course of treatment.

Cold callingrefers to a situation when a sales representtgigphones or visits a customer
without a prior appointment. Cold calling is ofteonsidered to be the most challenging
of the sales activities. In a cold calling situafithe sales representative is likely to be
more conscious of the client's time, and may se@onhdense the sales process by
combining the approach and the sales presentatioraisingle step.

Relationship sellingalso known asonsultative sellingrefers to a sales practice that
involves building and maintaining interactions withstomers in order to enhance long
term relationships. Relationship selling often iwes a problem solving approach where
the sales representative acts in a consultatigeanndl becomes a partner in the client's
problem-solving exerciseRelationship selling is often found in high-tedtliag
environments.
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Fig 3.22 A counter sales assistant in a delicatessdters a taste tests and provides expert advice o
products and uses
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Fig 3.23 A counter attendant in a fast food openatinay be involved primarily in order taking
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Fig 3.24 Missionary selling occurs when a salespenfiakes a presentation in order to win new
business
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Fig 3.25 Breton onion salesman with bicycle tranglithrough Wales may be involved in cold calling
on new clients and relationship selling for exigtolients

Fig 3.26 A street hawker in Indonesia is engagediiiect selling

The nine step sales process

The first text to outline the steps in the sellprgcess was published in 1918 by Norval Watkifise
basic steps, which have changed only a little sille¢kins first proposed them, are prospecting,
qualifying leads, preapproach, approach, need stsses, presentation, meeting objections, closing
the sale and following up.

Fig 3.27: Steve Jobs delivers one of his impressales presentations

Prospecting-ldentifying prospects or prospecting occurs whengales person seeks to identify leads
or prospects (i.e., people who are likely to bthimmarket for the offer). To identify prospectles
representatives might use a variety of sources asidlusiness directories (for corporate clients),
commercial databases or mailing lists or simplklabinternal records such as lists of lapsed
customers. The aim of prospecting is to increasditelihood that sales staff spend time with
potential clients who have an interest in the pobdu service.

Qualifying leads-After identifying potential customers, the sakesm must determine whether
prospects represent genuine potential customeis paht of the process is known as qualifying leads
or leads who are likely to buy. Qualified leads thr@se who have a need for the product, a capcity
pay and a willingness to pay for the product, amdvélling to be contacted by the salesperson.
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Pre-approach-Refers to the process of preparing for the prasient This consists of customer
research, goal planning, scheduling an appointeuetitany other tasks necessary to prepare for the
sales presentation.

Approach—Refers to the stage when the salesperson initiadigts with the customer. Since first
contact leaves an impression on the buyer, prafeastonduct, including attire, a handshake, and
eye contact, is advised.

Need assessment—An important component of the gadesntation is the assessment of the
customer's needs. Salespeople should evaluatestenter based on the need for the product. Sales
representatives typically ask questions designeevieal the prospective client's current situatibae,
source of any problems, the impact of the probleéheshenefits of the solution, the client's prior
experience with the brand or the category, thegarctss general level of interest and readiness to
purchaseln the case of corporate clients, it may be neggds ascertain any limitations on the
prospect's authority to make a purchase (e.g. dimhrestrictions).

Sales presentation©nce the salesperson knows the needs, he or seedis for the presentation.
Sales representatives often follow the AIDA moadijch allows them to lead the prospect through
the standard stages of the purchase decision groties steps in the AIDA process are to grab the
customer’sAttention, ignitel nterest, creatBesire, and inspir@ction (AIDA). The salesperson can
do this through product demonstrations and preensathat show the features, advantages and
benefits of the product.

Handling objections—After the presentation, thesg@erson must be ready to handle any objections.
Customers who are interested will voice their conseusually in one of four ways. They might
guestion the price or value of the product, disrttissproduct/service as inadequate, avoid making a
commitment to buy, or refuse because of an unkrfastor. Salespeople should do their best to
anticipate objections and respectfully respondhéort.

Closing—When the sales person feels that the pcospesady, they will seek to gain commitment and
close the sale. If the sales person is unsure dabeytrospect's readiness to buy, they might censid
using a 'trial close.' The salesperson can useaealifferent techniques to close the sale; insigdi

the ‘alternative close’, the ‘assumptive closeg tbummary close’, or the ‘special-offer close’,
among others.

Follow-up—Finally, the salesperson must remembésltow up. Following up will ensure customer
satisfaction and help establish a relationship withcustomer.

Sales scripts
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Fig 3.28 Historically, itinerant medicine salesmased tightly written scripts that induced audiences
to buy

The use of tightly written sales scripts has besown for hundreds of years. Itinerant medicine
salesmen were known to use sales scripts in trentsenth and eighteenth centuries. Experienced
sales representatives soon recognise that spedifits and phrases have the capacity to elicit
desirable behaviours on the part of the prospexdeBrch studies can also be carried out to determin
the most effective words/phrases or the optimalisege of words/phrases for use in effective sales
scripts. A number of research studies have focussdlbe types of the use of verbal persuasive
techniques that can be used to convince prospedisas information exchange, the use of
recommendations, requests, promises, or ingratiaither research has focused on influence
techniques employed. Well-known examples incluée th

Door-In-The-Face—technique (DITF): where the targguest is presented as a concession to
an unreasonably large initial request
Disrupt-Then-Reframe—technique (DTR): where a cativeal sales script is interrupted by a
subtle, odd element (i.e., a disruptive elemend)then followed by a persuasive phrase
that concludes the script (i.e., “reframing”)
Once identified, these words, phrases and techsicae be used to build highly effective sales $rip
that are known to work. The most effective salegptccan codified and used by other sales persons
or in sales training.
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Fig 3.29 A brush salesman and his bicycle in the0%9

Many sales scripts are designed to move the prospquaentially through the cognitive, affective and
behavioural stages of the purchase decision pr@sekare designed around the AIDA model
(attention—interest—desire—action. Most sales representatives include a grgetiosing and call

to action in their scripts. &all to action(CTA) is simply an instruction to the prospectigasd to
prompt an immediate response. It often involvesudesof an imperative verb such as "try it now" or
"find out more." Other types of calls-to-actiongimi provide consumers with strong reasons for
purchasing immediately such an offer that is omgilable for a limited time, e.g. 'Limited stocks
available' or a special deal usually accompanied taye constraint, e.g. '‘Order before midnight to
receive a free gift with your order'. The key tpaverful call-to-action is to provide consumershwit
compelling reasons to purchase promptly rather tiedier purchase decisions.

Sales representatives also learn to recognisefigpesibal and non-verbal cues that potentiallynaig
the prospect's readiness to buy. For instanceplibspect begins to handle the merchandise, thys ma
indicate a state of buyer interest. Clients alsd t® employ different types of questions throughou
the sales process. General questions such as, fiDm#se in any other colours (or styles)? indicate
only a moderate level of interest. However, whéents begin to ask specific questions, such as "Do
you have this model in black?" then this indicdted the prospect is approaching readiness to buy.
When the sales person believes that the prospduiier is ready to make the purchastiad close
might be used to test the waters. A trial clossrigply any attempt to confirm the buyer's inteiast
finalising the sale. An example of a trial close’\Would you be requiring our team to install thmat u
for you?" or "Would you be available to take detiwaext Thursday?"

Sales scripts are used for both inbound and outbeales. Sales scripts are commonly used in cold
calling, especially phone-based cold calling sustefemarketing (outbound selling) and can also be
found in chat-based customer care centres (inboaltidg). In such cases, the sales script might be
confined to a simple list of talking points thag thales person uses as a reference during their
conversation with the prospect.

Types of sales scripts
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Fig 3.30 By 1915, an estimated 2,000 "Rawleigh naésttibuted Rawleigh products while visiting
approximately 20,000 customers daily

Some sales pitches are entirely scripted whilerethee only partially scripted allowing the indivil
sales representatives the flexibility to vary tihesgntation according to their assessment of the
client's needs and interests. However, most effestiles representatives develop scripts for hagdli
common objections and almost always have a nunfigifferent trial closes at hand.

There are three broad types of sales script:

Prescribed scripts

Prescribed scripts are highly detailed scripts Wwisigecify precise phrases to be used in given
situations. Prescribed scripts are widely usedvargety of contexts including direct selling, merk
research, fast food service.

The main advantages of prescribed scripts are:

can enable speedy transactions

provides uniform uniform delivery.
The main disadvantages of a prescribed scripeisehdency for the delivery to become robotic and
lacking in authenticity

Goal-driven scripts

Goal driven scripts are more flexible. This typesofipt defines the goals for each type of trarnisact
and allow employees to use their own phrases dtnegncounter. Provided that employees have a
clear picture of the goals and purpose, goal-dra@ipts can appear more natural and authentic.
However the use of goal-driven scripts requiresleyges with well developed communication skills.

Hybrid approach
The hybrid approach offers a choice within a raoiggcripts. This approach is neither prescribed nor
totally flexible. It provides a range of scriptefn which employees select an option with which they
feel comfortable.
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Fig 3.31 Street peddlers are a relatively commayhtsacross Asia

Influential salesmen and sales theorists

Dale Carnegie - author and lecturer; proponenakd#ssnenship, public speaking and self
improvement

E. St. EImo Lewis - salesmen for NCR and develgb¢ine AIDA model of selling

Thomas J. Watson -salesman at NCR and CEO of IBtdn aescribed as the "greatest
American salesman”

Walter Dill Scott - psychologist and author; wrat@umber of books on the psychology of
selling in the early twentieth century

William Thomas Rawleigh -founder of Rawleigh's camp with one of the largest travelling
salesteams in the United States

3.08 SALES PROCESS ENGINEERING

Sales process engineering the engineering of better sales processesintended to design better
ways of selling, making salespeople's efforts npwogluctive. It has been described as "the systemati
application of scientific and mathematical prinegplo achieve the practical goals of a particudsrss
process".Selden pointed outhat in this context, sales referred to the ougbat process involving a
variety of functions across an organization, anckimat of a "sales department” alorf&imary areas

of application span functions including sales, reéirlg, and customer service.

Also known as "sales funnel engineering" and "spipsline engineering".

History

As early as 1900-1915, advocates of scientific mameent, such as Frederick Winslow Taylor and
Harlow Stafford Person, recognized that their ideadd be applied not only to manual labour and
skilled trades but also to management, professamg sales. Person promoted an early form of sales
process engineering. At the time, postwar sensdseedermssales process engineeriagdsales
engineeringdid not yet exist; Person called his efforts "saagineering".

The evolution of modern corporate life in the 198@®ugh 1960s, sought to apply analysis and
synthesis to improve the methods of all functiotithiw a business. After the famous NBC
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Whitepaper in 1980 titled "If Japan Can... Why €&ve?" the 1980s and 1990s saw the emergence
of a variety of approaches, such as business @oeeagineering, Total Quality Management, Six
Sigma, and Lean Manufacturing. Inevitably somehefpgeople involved in these initiatives tried to
begin applying what they learned to sales and ntiawke

For instance, Cas Welch was instrumental in desggand installing Westinghouse Electric's Total
Quality program. As one of the first such program8merican industry, it was emulated by other
firms and government agencies. His audits of Wghtimse sales offices caused him to realize
companies were mistaken in their assumption thalitgyuapplied primarily to products. "Their focus
has been to remove the flies from the soup afeectistomer complains; not to cook the soup without
flies in the first place ... when it would be lesgensive and time-consuming for the sales person t
do it right the first time."

James Cortada was one of IBM's management consutiammarket driven quality. His bodiQM

for Sales and Marketing Managemasias the first attempt to explain the theory of T@M sales

and marketing context. George Antoin Smith, JNaperville, IL, an Electrical Engineering graduate
of Purdue University, had been a successful FialdsSEngineer and District Sales Manager of
Hewlett Packard electronic components to OEMs 9891George Smith received the HP President's
Club Award for career excellence in iBales organization. In 1992, he started a coimgylt

company to demonstrate to sales managers how theg tactically measure and improve sales
productivity. He also wrote th&ales Quality AuditTodd Youngblood, another ex-IBMer, in his
bookThe Dolphin and the Co{2004) emphasized "three core principles": continuousrionpment

of the sales process, metrics to quantitativelg@ithe rate and degree of improvement, and a well-
defined sales process.

Meanwhile, another executive from IBM, Daniel Sttwead participated in IBM's expansion from
selling hardware in the 1960s and '70s "the only ivknew how, through face-to-face sales" to the
company's first use of a market channel in a ptdjeown as the "Alternate Channels Marketing
Test." The idea was to incorporate direct respomseketing techniques to accomplish the job of
direct salespeople, and the initiative was quitesssful.Notably his story illustrated the need for
"consensus management” of the sales team. Traaliticays of managing sales people did not work
when team members who had to develop a new wagllofggwere embedded in 14 different sales
offices around the US.

The culture of sales was based on intuition andeglt not on data and mathematical logic like the
culture of operational excellence. However, mamyppeinside the quality movement could see that
the scientific mindset ought to apply to sales mnadketing. Paul Selden'Sales Process
Engineering, A Personal WorksHopvas a further attempt to demonstrate the applitabf the

theory and tools of quality management to the dalestion. The book applied Deming's 14 Points
and the tools of quality measurement (such as chlee&ts, run charts, histograms, etc.), in a sales
context. While the book did a great job of explaghthe management theory, like most of the other
books up until this time, it suffered from a ladkeal examples demonstrating how such measures
had actually helped salespeople sell things.

Then In 2006, Michael Webb wrogales and Marketing the Six Sigma Wa§th more than 20 years
of field sales, management and B2B sales trainipgrence, Webb was the first to explain how the
scientific, measurement orientation of process léxwee could help salespeople sell.

BHM303/HTS604: Marketing Services Page 200



He pointed out that the purpose of sales is t@gstiomers to take actions, and this is fundamegntall
different than the purpose of manufacturing. Saepje have always known they must earn the
customer's attention, their time, and their trbgtey ever are to get a chance to earn any of thei
money. Webb pointed out the customer's actiongmated whether value or waste had been created.
He included case examples of B2B companies whosagesnent used data to make changes that
improved conversions by 100% or more. It provedi{lto the quality community and to the sales
community) that the data-oriented tools of sciecmald help customers buy and salespeople sell. It
demonstrated a valuable alternative to managemesua approach of just repeating the "Usual
Fixes" such as sales training or CRM, which typychave little measurable or sustainable effect on
productivity. The book earned 4.5 stars on Amazuhsold more than 21k copies.

Brent Wahba, an engineer with a background in ls#&BM and Delphi Automotive, also saw that
root cause thinking had not yet penetrated themaibf sales and marketing management. His book
"The Fluff Cycle," criticized business writers iales and marketing. He observed that traditional
"best practices" approach as well as the insigh¢sles consultants usually do not work for very
long. His point was that this fgecisely becausthey are transplanted from outside the company,
rather than being the result of people inside tmagany improving their thinking about the problems
they face.

Wahba's point was not a new one, however. In hi& bligh-Impact ConsultingRobert Shaffer

made a resounding statement about all kinds ofuttamg - not just sales and marketing: "No matter
how wise and creative the consultant's analysisecaimmendations, they pay off only to the extent
that the client does what is necessary to benmefit them. The result is that many consulting prtsjec
fail to contribute nearly as much as they mightause of the implementation gap, and a great many
produce virtually no lasting benefit." As Edwardsrbing said "It does not happen all at once. There
is no instant pudding."

Scientific methods enable individuals to solve peats. When an engineer succeeds with a difficult
problem, he or she can become a hero to his compiangy not really matter if no one else
understands how they did it. However, companiegiregnany different people to collaborate if sales
and marketing problems are to be solved. And pexgod@ot collaborate without learning and sharing
an explicit approach for identifying evidence, gatieag theories, and experimenting.

Most executives are not taught to pay attentidmotw their employees think and solve problems.
Instead, as described by Brian Joiner in his Hemkrth Generation Managemerthey tend to either
dictate the activities they want their people titofe (called "2nd generation" management), or (when
that fails) hand down objectives without regardHow they will be achieved (called "3rd generation”
management).

Sales productivity has been declining due to cheungéheir customer's behaviors. For example,
Google and the CEB recently reported that B2B cangsaare avoiding salespeople until as much as
60 to 70% of their company's decision-making preéesomplete. Companies who study sales and
marketing, such as Forrester, commonly admit thesf sales officers are expecting difficulty
securing revenue targets. CSO Insights reportddtibaverage sales forecast has a lower prohabilit
of winning than a pass bet at the craps tableag\legas. Perhaps it is no wonder the turnoves rate
of salespeople are often 40% or more.
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In this environment, some companies are lookingftarnatives. Robert Pryor points out in his book,
Lean Sellingthat "Lean is a methodology that revolutionizes phocesses for producing products
and for delivering services, and the Lean Thinkhng captures its principles are the most disraptiv
and transformational management ideas since thesiridl Revolution that began over 100 years
ago."

Such advanced management thinking is demonstrdtatghe principles underlying operational
excellence are crucially important to CEOs. THag¢'sause the vocabulary and the concepts of
operational excellence provides CEOs with the fraork to engage their people to improve their
thinking. For example, recognizing that resultbuisiness are caused by people's behaviors, The
Shingo Prize for excellence in manufacturing fosuse the beliefs which cause people's behaviors.
The Shingo Model does not begin by teaching peibygl¢ools used in process excellence, as has been
the norm for 50 years in all forms of process imprent. Instead, it starts by helping people to
understand the underlying principles that explaidY¥Athose tools work. For example, "Seek
Perfection" is a principle that capitalizes on tiagural human desire to want their life to be bette
"Embrace Scientific Thinking" is a principle thatrdonstrates how we all naturally learn. With
principles as the foundation, when people find theles in an area where the tools that were
invented for manufacturing don't easily apply (l#a@es and marketing), they can use those prirgciple
to develop tools that are appropriate to solvirgptoblems at hand.

Such an approach does not assume (as most saesgtend CRM companies assume) that a process
is something handed down to a sales team fromdmutee company or from someone higher in the
organization. Instead, it recognizes that the p®eceust be originated by the people responsible for
doing the work. It igheir best understandingf how to achieve the objectives the company dssir

This presents unique challenges to managers, grattopities for businesses. The Internet has
revolutionized how companies buy and sell. Itisgifor sales and marketing management to
revolutionize itself through application of ratiomainciples. This is what sales process enginggsn
about.

Examples of this are found in Michael Webb's 20@dkon the topicSales Process Excellendehis
privately published work presents more than 40 stguexamples from Webb's client case files
illustrating in detail why sales and marketing reeegerational excellence, and how operational
excellence changes and improves sales and marketinggement.

Future directions

"[http:/mww.mckinsey.com/business-functions/mankgtand-sales/our-insights/competing-through-
data-three-experts-offer-their-game-plans Mostkireaughs in performane& are preceded by
revolutions in measurement.]" Such revolutions élenabled by two fundamentally different
trends.

The first trend is for businesses to be more dediiety rational in their use of language to defime
evidence their marketers and sellers are seeingpmer can business leaders afford to allow their
people to throw around terms such as "customerjumalified prospect” without operationally
defining them.
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Then, as the clarity and consistency of what tiesas refer to in reality, the second trend will
become incredibly powerful. That trend is the #&pito "instrument” the interactions between
salespeople and their customers in order to proxglkility to where the problems in the sales and
buying processes are located.

For example, today's software products are enablifgs teams to track their activities and the
customer's responses at a much higher level ofigmaty than has ever been possible before. This
kind of feedback if used effectively by sales maradas a powerful ability to elevate and sustain a
sales team's performance. Examples of this canwelfat www.amacus.com and www.hubspot.com.

Sales process

Generally speaking, a process is set of activitresugh which work flows, aimed at a common
result. Processes define the best known way ofgdibia work or of accomplishing a goal. Processes
are used to create products or to deliver senticesstomers.

Sales processes are simply a special kind of serViwey differ from other service processes in one
primary respect. The value created by a sales gsdsaletermined by whether or not the recipient of
the service takes the action you want them to ta&eexample, a landing page on a website could be
considered a kind of sales process. The headlody, topy, testimonials, and call to action create
value to the extent they get visitors to the pagerovide the requested information (usually their
name and email address, etc.). Likewise a progweakntation from a sales person creates value to
the extent the recipients accept the proposal agduvbat is offered.

Rationale

Reasons for having a well-thought-out sales procesgde seller and buyer risk management,
standardized customer interaction during salessaalhble revenue generation. Approaching the
subject from a "process" point of view offers apogunity to use design and improvement tools

from other disciplines and process-oriented indestidoseph Juran observed that "there should be no
reason our familiar principles of quality and pregengineering would not work in the sales process"

Unfortunately, while this is true, he failed to@l®cognize the unique challenge presented by the
selling environmentwhich has made it much less receptive to proitesking. For example, In
Management of a Sales For€Eth Ed. p. 66) by Rich, Spiro and Stanton ae€sakocess" is
presented as consisting of eight steps. These are:

Prospecting / initial contact

Preapproach - planning the sale

Identifying and cross questioning

Need assessment

Presentation

Meeting objections

Gaining commitment

Follow-up
Such a depiction of the sales process is fromehers point of view only. This is a huge problem
because customers will not follow a process thasdwt create value for therhis lack of
customer value presents a special dilemma for@adgde That's because when managers assume
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processes are to be followed without regard toséthee they create for customers, the processes
become increasingly difficult to followDue to human nature, this arrangement generaflyamtees
a decay in performance over time

The more productive arrangemastto provide workers with an objective, alonghwét process for
achieving it, and then to ask them if they can ionprthe process so as to exceed the objective, or
achieve it more easily. This engages the mindeephrticipantsn a self-interested manner that
serves workers, managers, and customers alike.

Once salespeople are challenged, as a team, tbditel ways to sell, process language is the
indispensable means of enabling them to measuse @nd effect, identify steps that are problematic,
and develop creative ways of improving. They altbe prediction of numbers of sales based on
customer actions

3.09 SALES MANAGEMENT

Sales managemenis a business discipline which is focused on taetal application of sales
techniques and the management of a firm's salestigres. It is an important business function as ne
sales through the sale of products and servicesemuiting profit drive most commercial business.
These are also typically the goals and performamieators of sales management.

Sales manageis the typical title of someone whose role is sa®nagement. The role typically
involves talent development and leadership.

Sales planning

Sales planning involves strategy, setting profédzhsales targets, quotas, sales forecasting, deman
management and the execution of a sales plan.

A sales planis a strategic document that outlines the busiteegets, resources and sales activities. It
typically follows the lead of the marketing platrasegic planningand the business plan with more
specific detail on how the objectives can be addahrough the actual sale of products and services

Recruitment of sales staff

The three recruitment tasks used in sales manageredob analysis; Job description and Job
gualifications.

Job analysis is performed to specify the certaskgdhat a salesperson would be responsible far on
daily basis. It should identify what activities aleemed as being vital to the success of the coynpan
Any person associated with the sales organizatidheohuman resources department could carry out
the analysis as well as an outside specialist ¢Spjp.134). The person that is responsible for
completing a job analysis should have an in-depthgrehension of the daily activities of the
salespeople.
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This job analysis is then written in an explicitrmar as a job description. The general information
consists of:

Title of job

Organizational relationship

Types of products and services sold

Types of customers called on

Duties and responsibilities related to the job
Job demands.

An effective job description will identify compen&m plans, size of workload, and the salespeople’s
duties. It is also primarily responsible for hiritapls such as application forms and psychological
tests.

The most difficult part of this process would be ttetermination of job qualifications. A reason for
this difficulty is because hiring affects a compargompetitive advantage in the market as well as
the amount of revenuédditionally, there should be a set of hiring ilstites that is associated with
each sales job that is within a company. If anviadial does not excel in their assigned territdry,
could be due to external factors relating to tlespn’s environment.

Let it be noted that a company should be carefutsmeubmit to discrimination in regards to
employment. A number of qualifications (ethnic bgrdund, age, etc.) can not be used in the
selection process of hiring.

Sales reporting
The sales reporting includes the key performandiedtors of the sales force.

The Key Performance Indicators indicate whetharatithe sales process is being operated
effectively and achieves the results as set fortfales planning. It should enable the sales masage
to take timely corrective action deviate from pobgsl values. It also allows senior management to
evaluate the sales manager.

More "results related" than "process related" aferimation regarding the sales funnel and the hit
rate.

Sales reporting can provide metrics for sales mamagt compensation. Rewarding the best
managers without accurate and reliable sales eonbt objective.

Also, sales reports are made for internal usedjpmtanagement. If other divisions’ compensation
plan depends on final results, it is needed togmaesults of sales department’s work to other
departments.

Finally, sales reports are required for investpestners and government, so the sales management
system should have advanced reporting capabitaieatisfy the needs of different stakeholders.

3.10 END QUESTIONS
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What is meant by promotion in context of marketihg
What is the purpose of promotion?
What are the types of promotions in marketing?
Describe the entrant strategy as espoused by loetreand Montgomery.
Briefly describe The customized target strategy.
Briefly describe The differentiated strategy.
Briefly describe Strategies based on market donu@an
Explain the Raymond Miles' strategy categories.
Elaborate on the various Growth strategies.

. What are the various Strategic models.

. Describe the Ansoff Matrix.

. Elaborate on 4Ps as marketing strategy model.

. Describe the 3Cs marketing strategy model.

. Describe the features of advertisements on radio.

. Describe the features of advertisements on internet

. Explain the concept of Covert advertising.

. Describe the features of advertisements on Pridiame

. Describe the features of advertisements on outidcations.

. Explain how novelty items are used for advertiseimen
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. Elaborate on the concept of Advertisement.

. Describe the historical background of Advertisement

. Discuss the cultural impact of advertisement.

. Describe the impact of commercial television oneatisement.

. Explain various schemes of classification for atigement.

. Describe the media used in advertisement and rtelaitive distribution.

. Describe the features of advertisements on TV.

. Elaborate on the concept of celebrity branding.

. Discuss the rise of new media in advertisement.

. Elaborate on the concept of niche marketing.

. Discuss the concept of crowdsourcing.

. Discuss the criticism to advertisement.

. What are the various regulations to the businessleértisement.

. Explain the Hierarchy-of-effects models.

. Discuss the concept advertisement research.

. Discuss the concept of Semiotics.

. Elaborate the study which shows that women respliffetently to the advertisements than
men.

37. Describe the concept of sales.

38. Explain the relationship between marketing andssale

39. Elaborate the concept of industrial marketing.

40. Describe the various ways in which sales can tédkeep

41. Describe at least five sales techniques.
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42. Explain the various sales agents.
43. Explain the roles of salespersons and sales magager
44. Distinguish between inside sales and outside sales.
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UNIT 4: PRODUCT, BRAND, PRICE AND
DISTRIBUTION

4.00 INTRODUCTION

We are concluding this course through the fourthlast unit. This unit is going to cover four very
important concepts in business management, namedipt, brand, price and distribution. As a
students of hospitality, catering and tourism indyst is crucial for you to internalize the comte of
business administration and apply them to your aoeas. The discussion of these topics is very
general and applicable to almost any industry idiclg hospitality, catering and tourism industry.

We have come across Product as one of the 4Pe afdtketing mix. WE will study how a product is
conceived, designed, manufactured, serviced. Wdeaiin about the product lifecycle management.
We will study a very important concept of ‘bran@hen industrial house has invested money and
energy to promote a brand and when the productdased a lot of praise from the satisfied
customer, it earns a brand value or brand equhtis adds to the asset of the business house in an
intangible way. If the compay is to be sold, a campwhich has earned more praise (or has more
brand equity/value) will be sold at much higherneain comparison to a similar company with
identical set of machinery, physical infrastructarel human resources. We will learn ways to build
brands. We will study various brands and try talfiratterns which led to their success.

We will also learn about pricing and distributidl the concepts explained in this unit are very
important in operation of a business house. Youlealrn them as generic concepts but will have to
apply them to the industry of hospitality, cateramgd tourism industry which you have chosen to be
an expert in.

4.01 UNIT OBJECTIVES

After completing this Unit, you will be able to

Describe the concept of Product as used in business

Explain the concepts under Product lifecycle

Elaborate the idea behind Brand

Discuss what is meant by Pricing

Describe the various concepts related to Distrdouin context of business

4.02 WHAT IS THE CONCEPT OF PRODUCT?

In marketing, a product is anything that can bereffl to a market that might satisfy a want or need.
In retailing, products are called merchandise. &mufacturing, products are bought as raw materials
and sold as finished goods. A service is anothemeon product type.
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Commodities are usually raw materials such as metad agricultural products, but a commodity can
also be anything widely available in the open markeproject management, products are the formal
definition of the project deliverables that makeaugontribute to delivering the objectives of the
project. In insurance, the policies are consid@rediucts offered for sale by the insurance company
that created the contract. In economics and coneneroducts belong to a broader category of
goods. The economic meaning of product was firstlus political economist Adam Smith.

A related concept is that of a sub-product, a sgagnbut useful result of a production process.

Dangerous products, particularly physical oned,¢hase injuries to consumers or bystanders may be
subject to product liability.

Product classification

A product can be classified as tangible or intalegiB tangible product is a physical object
that can be perceived by touch such as a buildwlgcle, gadget, or clothing. An intangible
product is a product that can only be perceivedeaatly such as an insurance policy.
Services can be broadly classified under intangbdelucts which can be durable or non
durable.

By use

In its online product catalog, retailer Sears, Rm#&tand Company divides its products into
"departments”, then presents products to potestiighpers according to (1) function or (2) brand.
Each product has a Sears item-number and a maatgestmodel-number. Sears uses the
departments and product groupings with the intermiohelping customers browse products by
function or brand within a traditional departmetdre structure.

By association

A product line is "a group of products that aresely related, either because they function in d@aim
manner, are sold to the same customer groups,anetad through the same types of outlets, or fall
within given price ranges." Many businesses offaaraye of product lines which may be unique to a
single organization or may be common across thiméss's industry. In 2002 the US Census
compiled revenue figures for the finance and insceandustry by various product lines such as
"accident, health and medical insurance premiumd™acome from secured consumer loans".
Within the insurance industry, product lines adiéated by the type of risk coverage, such as auto

insurance, commercial insurance and life insurance.

National and international product classifications

Various classification systems for products havenb#eveloped for economic statistical purposes.
The NAFTA signatories are working on a system ttassifies products called NAPCS as a
companion to North American Industry Classificati®ystem (NAICS). The European Union uses a
"Classification of Products by Activity" among oth@oduct classifications. The United Nations also
classifies products for international economic\aigtireporting.

TheAspinwall Classification System classifies and rates products based on five lvigsa

Replacement rate (How frequently is the productireipased?)
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Gross margin (How much profit is obtained from epobduct?)
Buyer goal adjustment (How flexible are the buypusthasing habits with regard to this
product?)

Duration of product satisfaction (How long will tpeoduct produce benefits for the user?)

Duration of buyer search behavior (How long wilheamers shop for the product?)
The National Institute of Governmental Purchasiii§5P) developed a commodity and services
classification system for use by state and locakgaments, the NIGP Code. The NIGP Code is used
by 33 states within the United States as well asghnds of cities, counties and political subdivisi
The NIGP Code is a hierarchical schema consistirrg3digit class, 5 digit class-item, 7 digit das
item-group and an 11 digit class-item-group-detgiplications of the NIGP Code include vendor
registration, inventory item identification, corttdtem management, spend analysis and strategic
sourcing.

Product model

A manufacturer usually provides an identifier fack particular type of product they make, known as
amodel, model variant, ormodel number (often abbreviated adN, M/N or model no). For

example, Dyson Ltd, a manufacturer of appliancesifly vacuum cleaners), requires customers to
identify their model in the support section of thebsite. Brand and model can be used together to
identify products in the market. The model numisandt necessarily the same as the manufacturer
part number (MPN).

Because of the huge amount of similar producthemautomotive industry, there is a special kind of
defining a car with options (marks, attributesgttrepresent the characteristics features of thichee

A model of a car is defined by some basic optidresibody, engine, gear box and axles. The variants
of a model are built by some additional optionsg ldolor, seats, wheels, mirrors, trims, entertaimme
and assistant systems etc. Options, that excluzteaher (pairwise) build an option-family. That
means, that you can choose only one option by feaxify and you have to choose exactly one
option. This kind of product definition fulfill theequirements of an ideal Boolean Algebra and @n b
helpful to construct a product configurator. Somess, a set of options (car features) are combmed t
an automotive package and are offered by a lowee pA consistent car definition is essential foe t
production planning and control in the automotivelistry, to generate a master production schedule,
which is the fundamental for the enterprise resaptanning.

In addition, a specific unit of a product is usydfind has to be) identified by a serial numberictvh
is necessary to distinguish products with the spraduct definition. In the case of automotive
products it's called the Vehicle Identification Noen VIN, an international standardized format.

CHECK YOUR PROGRESS

Describe the concept of product in marketing.
Explain the various schemes of classification aidpict.

Elaborate the concept 8spinwall Classification System for products.
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Describe the concept of product models.

4.03 PRODUCT LIFECYCLE MANAGEMENT (PLM)

In industry,product lifecycle managemen{PLM) is the process of managing the entire lifecyéle o
a product from inception, through engineering desigd manufacture, to service and disposal of
manufactured products. PLM integrates people, gataesses and business systems and provides a
product information backbone for companies and tiseiended enterprise.

1 ¥ -
Al H

RAW MATERIAL EXTRACTION MANUFACTURING
PRODUCTION

< NN

/

”\ - A

Fig 4.01: A generic lifecycle of products

History
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The inspiration for the burgeoning business process known as PLM came from
American Motors Corporation (AMC). The automakesv@oking for a way to speed up its
product development process to compete better stgésriarger competitors in 1985,
according to Francois Castaing, Vice PresidenPfoduct Engineering and Development.
Lacking the "massive budgets of General MotorsdFand foreign competitors ... AMC
placed R&D emphasis on bolstering the productdifele of its prime products (particularly
Jeeps)." After introducing its compact Jeep Chezdqlg), the vehicle that launched the
modern sport utility vehicle (SUV) market, AMC begdevelopment of a new model, that
later came out as the Jeep Grand Cherokee. Thedirsin its quest for faster product
development was computer-aided design (CAD) so#wsgstem that make engineers more
productive. The second part in this effort wasnb& communication system that allowed
conflicts to be resolved faster, as well as redyciostly engineering changes because all
drawings and documents were in a central dataB&seproduct data management was so
effective that after AMC was purchased by Chrydles, system was expanded throughout
the enterprise connecting everyone involved ingfesg and building products. While an
early adopter of PLM technology, Chrysler was dblbecome the auto industry's lowest-
cost producer, recording development costs that Wwalf of the industry average by the mid-
1990s.

During 1982-83, Rockwell International developeitigh concepts of PDM and PLM for the B-1B
bomber program. The system called Engineering Bgséem (EDS) was augmented to interface with
Computervision and CADAM systems to track part aunations and lifecycle of components and
assemblies. Computervison later released implenmgonly the PDM aspects as the lifecycle model
was specific to Rockwell and aerospace needs.

Forms

PLM systems help organizations in coping with theeasing complexity and engineering challenges
of developing new products for the global competitinarkets.

Product lifecycle management (PLM) should be digtished from 'product life-cycle management
(marketing)' (PLCM). PLM describes the engineeidsgect of a product, from managing
descriptions and properties of a product througldévelopment and useful life; whereas, PLCM
refers to the commercial management of life of@pct in the business market with respect to costs
and sales measures.

Product lifecycle management can be considerebtie four cornerstones of a manufacturing
corporation's information technology structure. @dimpanies need to manage communications and
information with their customers (CRM-customer tielaship management), their suppliers and
fulfillment (SCM-supply chain), their resources it the enterprise (ERP-enterprise resource
planning) and their product planning and developriiebM).

One form of PLM is called people-centric PLM. Whitaditional PLM tools have been deployed
only on release or during the release phase, peepiieic PLM targets the design phase.
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As of 2009, ICT development (EU-funded PROMISE ec02004-2008) has allowed PLM to extend
beyond traditional PLM and integrate sensor dathraal time 'lifecycle event data' into PLM, as
well as allowing this information to be made aviaiéato different players in the total lifecycle arf
individual product (closing the information loofhis has resulted in the extension of PLM into
closed-loop lifecycle management (84).

Benefits
Documented benefits of product lifecycle managenmasttide:

Reduced time to market

Increase full price sales

Improved product quality and reliability

Reduced prototyping costs

More accurate and timely request for quote gerarati

Ability to quickly identify potential sales opportities and revenue contributions
Savings through the re-use of original data

A framework for product optimization

Reduced waste

Savings through the complete integration of engingavorkflows

Documentation that can assist in proving complidoc&®oHS or Title 21 CFR Part 11
Ability to provide contract manufacturers with ass¢o a centralized product record
Seasonal fluctuation management

Improved forecasting to reduce material costs

Maximize supply chain collaboration

Areas of PLM
Within PLM there are five primary areas;

Systems engineering (SE) is focused on meetimgaillirements, primarily meeting customer
needs, and coordinating the systems design progdssolving all relevant disciplines. An
important aspect for life cycle management is asulithin Systems Engineering called
Reliability Engineering.

Product and portfolio m2 (PPM) is focused on manggesource allocation, tracking
progress, plan for new product development projénasare in process (or in a
holding status). Portfolio management is a todl #ssists management in tracking
progress on new products and making trade-off ae@svhen allocating scarce
resources.

Product design (CAX) is the process of creating\a product to be sold by a business to its
customers.

Manufacturing process management (MPM) is a cadleatf technologies and methods used to
define how products are to be manufactured.

Product data management (PDM)is focused on cagtand maintaining information on
products and/or services through their developraadtuseful life. Change management is an
important part of PDM/PLM.

Note: While application software is not required RLM processes, the business complexity and rate
of change requires organizations execute as rapglpossible.
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Introduction to development process

The core of PLM (product lifecycle managementhishe creation and central management of all
product data and the technology used to accesmtbisnation and knowledge. PLM as a discipline
emerged from tools such as CAD, CAM and PDM, butlsa viewed as the integration of these tools
with methods, people and the processes througtieajés of a product’s life. It is not just about
software technology but is also a business strategy
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Fig 4.02: Product lifecycle management

For simplicity the stages described are showntmaditional sequential engineering workflow. The
exact order of event and tasks will vary accordmthe product and industry in question but thermai
processes are:

Conceive
Specification
Concept design
Design

Detailed design
Validation and analysis (simulation)
Tool design

Realise

Plan manufacturing
Manufacture
Build/Assemble

Test (quality control)
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Service

Sell and deliver

Use

Maintain and support

Dispose

The major key point events are:

Order

Idea

Kickoff

Design freeze

Launch
The reality is however more complex, people andadepents cannot perform their tasks in isolation
and one activity cannot simply finish and the remtivity start. Design is an iterative processeonft
designs need to be modified due to manufacturimgtcaints or conflicting requirements. Whether a
customer order fits into the time line dependshanindustry type and whether the products are for
example, built to order, engineered to order, seawled to order.

Phases of product lifecycle and corresponding teologies

Many software solutions have been developed tonzgaand integrate the different phases of a
product’s lifecycle. PLM should not be seen asglsi software product but a collection of software
tools and working methods integrated together tiregb either single stages of the lifecycle or
connect different tasks or manage the whole pro&mse software providers cover the whole PLM
range while others single niche application. Sop@ieations can span many fields of PLM with
different modules within the same data model. Aaraiew of the fields within PLM is covered here.

It should be noted however that the simple class#ifins do not always fit exactly, many areas
overlap and many software products cover more dn@narea or do not fit easily into one category. It
should also not be forgotten that one of the maaigyof PLM is to collect knowledge that can be
reused for other projects and to coordinate simaltas concurrent development of many products. It
is about business processes, people and methouiscasas software application solutions. Although
PLM is mainly associated with engineering taskdsb involves marketing activities such as product
portfolio management (PPM), particularly with reggmto new product development (NPD). There are
several life-cycle models in industry to considmrt most are rather similar. What follows below is
one possible life-cycle model; while it emphasikasdware-oriented products, similar phases would
describe any form of product or service, includirmgp-technical or software-based products:

Phase 1: Conceive

Imagine, specify, plan, innovate

The first stage is the definition of the produdugements based on customer, company, market and
regulatory bodies’ viewpoints. From this specifioat the product's major technical parameters can
be defined. In parallel, the initial concept desigork is performed defining the aesthetics of the
product together with its main functional aspebtany different media are used for these processes,
from pencil and paper to clay models to 3D CAID poer-aided industrial design software.

In some concepts, the investment of resourceg@siarch or analysis-of-options may be included in
the conception phase — e.g. bringing the techndioegylevel of maturity sufficient to move to the
next phase. However, life-cycle engineering isaitige. It is always possible that something doesn't
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work well in any phase enough to back up into argrzhase — perhaps all the way back to conception
or research. There are many examples to draw from.

Phase 2: Design

Describe, define, develop, test, analyze and valiga

This is where the detailed design and developmighieoproduct’s form starts, progressing to
prototype testing, through pilot release to futhquct launch. It can also involve redesign and ramp
for improvement to existing products as well asipkd obsolescence. The main tool used for design
and development is CAD. This can be simple 2D dngwidrafting or 3D parametric feature based
solid/surface modeling. Such software includesretdgy such as Hybrid Modeling, Reverse
Engineering, KBE (knowledge-based engineering), NRdndestructive testing), and Assembly
construction.

This step covers many engineering disciplines ghialgr mechanical, electrical, electronic, software
(embedded), and domain-specific, such as archidcterospace, automotive, ... Along with the
actual creation of geometry there is the analysisecomponents and product assemblies.
Simulation, validation and optimization tasks aaeried out using CAE (computer-aided engineering)
software either integrated in the CAD package andtalone. These are used to perform tasks such
as:- Stress analysis, FEA (finite element analykiggmatics; computational fluid dynamics (CFD);
and mechanical event simulation (MES). CAQ (compatded quality) is used for tasks such as
Dimensional tolerance (engineering) analysis. Aeothsk performed at this stage is the sourcing of
bought out components, possibly with the aid otprement systems.

Phase 3: Realize

Manufacture, make, build, procure, produce, sell ad deliver

Once the design of the product’'s components is taethe method of manufacturing is defined.
This includes CAD tasks such as tool design; indgdreation of CNC Machining instructions for
the product’s parts as well as creation of spetifits to manufacture those parts, using integrated
separate CAM (computer-aided manufacturing) sofwahis will also involve analysis tools for
process simulation of operations such as castio@ing, and die-press forming. Once the
manufacturing method has been identified CPM cdmtesplay. This involves CAPE (Computer
Aided Production Engineering) or CAP/CAPP (Computeeied production planning) tools for
carrying out factory, plant and facility layout apbduction simulation e.g. press-line simulation,
industrial ergonomics, as well as tool selectiomaggment. Once components are manufactured,
their geometrical form and size can be checkednagte original CAD data with the use of
computer-aided inspection equipment and softwaamlll to the engineering tasks, sales product
configuration and marketing documentation work tplkeee. This could include transferring
engineering data (geometry and part list data)wela based sales configurator and other desktop
publishing systems.

Phase 4: Service

Use, operate, maintain, support, sustain, phase-quetire, recycle and disposal

The final phase of the lifecycle involves manadiimgservice" information. This can include
providing customers and service engineers wittstipport and information required for repair and
maintenance, as well as waste management or regy@lhis can involve the use of tools such as
Maintenance, Repair and Operations Management (Mie@yare.
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There is an end-of-life to every product. Whethdre disposal or destruction of material objects or
information, this needs to be carefully considesiette it may be legislated and hence not free from
ramifications.

All phases: product lifecycle

Communicate, manage and collaborate

None of the above phases should be consideredlateis. In reality a project does not run
sequentially or separated from other product dgretnt projects, with information flowing between
different people and systems. A major part of PisNthie co-ordination and management of product
definition data. This includes managing engineedngnges and release status of components;
configuration product variations; document manag#f@anning project resources as well as
timescale and risk assessment.

For these tasks data of graphical, textual and metare — such as product Bills Of Materials
(BOMs) — needs to be managed. At the engineeripgriments level this is the domain of Product
Data Management (PDM) software, or at the corpdeatel Enterprise Data Management (EDM)
software; such rigid level distinctions may notdoasistently used, however it is typical to see éwo
more data management systems within an organizatlmse systems may also be linked to other
corporate systems such as SCM, CRM, and ERP. Agsdaivith these system are project
management systems for project/program planning.

This central role is covered by numerous collalveegiroduct development tools which run
throughout the whole lifecycle and across orgaionat This requires many technology tools in the
areas of conferencing, data sharing and data #t@msl This specialised field is referred to asdjpiet
visualization which includes technologies such & D(digital mock-up), immersive virtual digital
prototyping (virtual reality), and photo-realistrnaging.

User skills

The broad array of solutions that make up the tosésl within a PLM solution-set (e.g., CAD, CAM,
CAx...) were initially used by dedicated practitiws who invested time and effort to gain the reagliir
skills. Designers and engineers worked wonders @AD systems, manufacturing engineers became
highly skilled CAM users while analysts, administra and managers fully mastered their support
technologies. However, achieving the full advansagfePLM requires the participation of many
people of various skills from throughout an extehdaterprise, each requiring the ability to access
and operate on the inputs and output of otherqgiatnts.

Despite the increased ease of use of PLM toolssetraining all personnel on the entire PLM todl-se
has not proven to be practical. Now, however, adeamre being made to address ease of use for all
participants within the PLM arena. One such advastee availability of "role" specific user
interfaces. Through tailorable user interfaces Ule commands that are presented to users are
appropriate to their function and expertise.

These techniques include:-

Concurrent engineering workflow
Industrial design

Bottom—up design

Top—down design
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Both-ends-against-the-middle design

Front-loading design workflow

Design in context

Modular design

NPD new product development

DFSS design for Six Sigma

DFMA design for manufacture / assembly

Digital simulation engineering

Requirement-driven design

Specification-managed validation

Configuration management
Concurrent engineering workflow
Concurrent engineering (British English:simultaneous engineerinyis a workflow that, instead of
working sequentially through stages, carries autimber of tasks in parallel. For example: starting
tool design as soon as the detailed design hdedtand before the detailed designs of the product
are finished; or starting on detail design soliddeds before the concept design surfaces models are
complete. Although this does not necessarily redieeamount of manpower required for a project,
as more changes are required due to the incomgoletehanging information, it does drastically
reduce lead times and thus time to market.

Feature-based CAD systems have for many yearsedldle simultaneous work on 3D solid model
and the 2D drawing by means of two separate filith, the drawing looking at the data in the model;
when the model changes the drawing will associtivedate. Some CAD packages also allow
associative copying of geometry between files. Biimws, for example, the copying of a part design
into the files used by the tooling designer. Theufiacturing engineer can then start work on tools
before the final design freeze; when a design abmBize or shape the tool geometry will then
update. Concurrent engineering also has the adeleefibof providing better and more immediate
communication between departments, reducing thecehaf costly, late design changes. It adopts a
problem prevention method as compared to the prmobtdving and re-designing method of
traditional sequential engineering.

Bottom—up design

Bottom—up design (CAD-centric) occurs where thenitadn of 3D models of a product starts with

the construction of individual components. Thesethen virtually brought together in sub-
assemblies of more than one level until the futiqurct is digitally defined. This is sometimes known
as the "review structure" which shows what the pobavill look like. The BOM contains all of the
physical (solid) components of a product from a C&Btem; it may also (but not always) contain
other 'bulk items' required for the final produat lvhich (in spite of having definite physical mass
and volume) are not usually associated with CADnggtoy such as paint, glue, oil, adhesive tape and
other materials.

Bottom—up design tends to focus on the capabilitfes/ailable real-world physical technology,
implementing those solutions which this technol@gsnost suited to. When these bottom—up
solutions have real-world value, bottom—up desigmlee much more efficient than top—down design.
The risk of bottom—up design is that it very effitily provides solutions to low-value problems. The
focus of bottom—up design is "what can we mostiffitly do with this technology?" rather than the
focus of top—down which is "What is the most valeahing to do?"

Top—down design
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Top—down design is focused on high-level functioeguirements, with relatively less focus on
existing implementation technology. A top level sperepeatedly decomposed into lower level
structures and specifications, until the physiogllementation layer is reached. The risk of a top—
down design is that it may not take advantage akredficient applications of current physical
technology, due to excessive layers of lower-laetraction due to following an abstraction path
which does not efficiently fit available componeatg. separately specifying sensing, processing), an
wireless communications elements even though atdaitomponent that combines these may be
available. The positive value of top—down desigthé it preserves a focus on the optimum solution
requirements.

A part-centric top—down design may eliminate sornne risks of top—down design. This starts with
a layout model, often a simple 2D sketch definiagib sizes and some major defining parameters,
which may include some Industrial design eleme@&ometry from this is associatively copied down
to the next level, which represents different ssbmys of the product. The geometry in the sub-
systems is then used to define more detail in $elvelow. Depending on the complexity of the
product, a number of levels of this assembly agated until the basic definition of components can
be identified, such as position and principal disiens. This information is then associatively cdpie
to component files. In these files the componerggatailed; this is where the classic bottom—up
assembly starts.

The top—down assembly is sometime known as a "@lostiucture”. If a single file is used to define
the layout and parameters for the review strudgtuseoften known as a skeleton file.

Defense engineering traditionally develops the pebdtructure from the top down. The system
engineering process prescribes a functional decsitigo of requirements and then physical
allocation of product structure to the functionkisitop down approach would normally have lower
levels of the product structure developed from Cddlla as a bottom—up structure or design.

Both-ends-against-the-middle design

Both-ends-against-the-middle (BEATM) design is aigle process that endeavors to combine the
best features of top—down design, and bottom-uig@sto one process. A BEATM design process
flow may begin with an emergent technology whicggasts solutions which may have value, or it
may begin with a top—down view of an important peot which needs a solution. In either case the
key attribute of BEATM design methodology is to ieamtely focus at both ends of the design
process flow: a top—down view of the solution reeguoients, and a bottom—up view of the available
technology which may offer promise of an efficisptution. The BEATM design process proceeds
from both ends in search of an optimum merging sameee between the top—down requirements,
and bottom—up efficient implementation. In thishias, BEATM has been shown to genuinely offer
the best of both methodologies. Indeed some adbéisé success stories from either top—down or
bottom—-up have been successful because of anvetujet unconscious use of the BEATM
methodology. When employed consciously, BEATM affeven more powerful advantages.

Front loading design and workflow

Front loading is taking top—down design to the retage. The complete control structure and review
structure, as well as downstream data such as migawiooling development and CAM models, are
constructed before the product has been definadonject kick-off has been authorized. These
assemblies of files constitute a template from Wigdamily of products can be constructed. When
the decision has been made to go with a new prpthecparameters of the product are entered into
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the template model and all the associated datpdatad. Obviously predefined associative models
will not be able to predict all possibilities andlwequire additional work. The main principlettsat

a lot of the experimental/investigative work hagatly been completed. A lot of knowledge is built
into these templates to be reused on new prodLigis does require additional resources "up front"
but can drastically reduce the time between prdjietoff and launch. Such methods do however
require organizational changes, as considerableesgng efforts are moved into "offline"
development departments. It can be seen as arggrtalgreating a concept car to test new
technology for future products, but in this casewlork is directly used for the next product
generation.

Design in context

Individual components cannot be constructed iraismh. CAD and CAID models of
components are created within the context of sonadl of the other components within the
product being developed. This is achieved usingraby modelling techniques. Geometry
of other components can be seen and referencethwhi CAD tool being used. The other
referenced components may or may not have beetedraaing the same CAD tool, with
their geometry being translated from other collaktive product development (CPD) formats.
Some assembly checking such as DMU is also capuédsing product visualization
software.

Product and process lifecycle management (PPLM)

Product and process lifecycle managentBRLM) is an alternate genre of PLM in which the process
by which the product is made is just as importarthe product itself. Typically, this is the life
sciences and advanced specialty chemicals maidegsprocess behind the manufacture of a given
compound is a key element of the regulatory fifioga new drug application. As such, PPLM seeks
to manage information around the development optbeess in a similar fashion that baseline PLM
talks about managing information around developroétite product.

One variant of PPLM implementations are Processg@vwment Execution Systems (PDES). They
typically implement the whole development cyclénmfh-tech manufacturing technology
developments, from initial conception, through depment and into manufacture. PDES integrate
people with different backgrounds from potentialifferent legal entities, data, information and
knowledge and business processes.

Market size
Total spending on PLM software and services wamastd in 2006 to be above $30 billion
a year. Market growth estimates are in the areld®®. There are several PLM Vendors in

the market but the primary players include Dassaydtemes, Siemens, Oracle, Product
Dossier, PTC and ARAS Innovator.

Pyramid of Production Systems
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Fig 4.03: Pyramid of Production Systems

According to Malakooti (2013), there are five |logm objectives that should be considered in
production systems:

Cost: Which can be measured in terms of monetaitg and usually consists of fixed and

variable cost.
Productivity: Which can be measured in terms ofrtbenber of products produced during a

period of time.
Quality: Which can be measured in terms of custasaésfaction levels for example.
Flexibility: Which can be considered the abilitytbe system to produce a variety of products for
example.
Sustainability: Which can be measured in termsagichl soundness i.e. biological and
environmental impacts of a production system.
The relation between these five objects can bespted as pyramid with its tip associated with the
lowest Cost, highest Productivity, highest Qualitgst Flexibility, and greatest Sustainability. The
points inside of this pyramid are associated witfegent combinations of five criteria. The tip tbfe
pyramid represents an ideal (but likely highly wasible) system whereas the base of the pyramid

represents the worst system possible.

CHECK YOUR PROGRESS

Describe the concept of product lifecycle managerfeLM) in marketing.
Explain the various forms of product lifecycle mgaement (PLM).
Explain the various benefits of product lifecyclamagement (PLM).

Elaborate the various areas of product lifecycleagament (PLM).
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Explain the various development process under mtddacycle management (PLM).

Explain the various technologies used correspontdiriige various development process under
product lifecycle management (PLM).

Explain the importance of ‘Imagine, specify, plamovate’ during the ‘Conceive’ phase of product
lifecycle management (PLM).
Explain the importance of ‘Describe, define, depeltest, analyze and validate’ activities during [th
‘Design’ phase of product lifecycle management (FLM
Explain the importance of ‘Manufacture, make, bupdocure, produce, sell and deliver’ activities
during the ‘Realize’ phase of product lifecycle rageament (PLM).
Explain the importance of ‘Use, operate, maintaimpport, sustain, phase-out, retire, recycle |and
disposal’ activities during the ‘Service’ phasepobduct lifecycle management (PLM).
Explain the importance of ‘Communicate, manage @ithborate’ activities during all the phase|of
product lifecycle management (PLM).
Elaborate on the concept of Concurrent engineesimaykflow as used in product lifecycle
management (PLM).

Elaborate on the concept of Bottom—up design ad imsproduct lifecycle management (PLM).
Elaborate on the concept of Top—down design asingaabduct lifecycle management (PLM).
Elaborate on the concept of Both-ends-against-tigelen design as used in product lifecycle
management (PLM).
Elaborate on the concept of Front loading desigd workflow as used in product lifecycle
management (PLM).

Elaborate on the concept of Product and processylife management (PPLM) as used in product]
lifecycle management (PLM).

Explain the five long-term objectives for produéétycle management (PLM) proposed by
Malakooti .

4.04 BRAND

A brand is a name, term, design, symbol, or other feahakdistinguishes an organization or
product from its rivals in the eyes of the custonB¥ands are used in business, marketing, and
advertising.

Initially, livestock branding was adopted to difatiate one person’s cattle from another's by means
of a distinctive symbol burned into the animal’askith a hot branding iron. If a person would $tea
the animals, anyone could detect the symbol andadethe actual owner. However, the term has
been extended to mean a strategic personality fiooduct or company, so that ‘brand’ now suggests
the values and promises that a consumer may peraai buy into.

Branding is a set of marketing and communication methodstiglp to distinguish a company or
products from competitors, aiming to create aa@simpression in the minds of customers. The key
components that form a brand's toolbox includeaadbs identity, brand communication (such as by
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logos and trademarks), brand awareness, brandypgald various branding (brand management)
strategies.

Brand equity is the measurable totality of a bemairth and is validated by assessing the
effectiveness of these branding components. As eétstiecome increasingly dynamic and
fluctuating, brand equity is a marketing technitmuéncrease customer satisfaction and customer
loyalty, with side effects like reduced price sdémiy. A brand is in essence a promise to its
customers of they can expect from their produdsyell as emotional benefits. When a customer is
familiar with a brand, or favours it incomparabdyits competitors, this is when a corporation has
reached a high level of brand equity.

Many companies believe that there is often litl€lifferentiate between several types of products i
the 21st century, and therefore branding is oreefefv remaining forms of product differentiation.

In accounting, a brand defined as an intangibletas®ften the most valuable asset on a

corporation’s balance sheet. Brand owners manageltands carefully to create shareholder value,
and brand valuation is an important managemenntguohk that ascribes a money value to a brand,

and allows marketing investment to be managed: (@igritized across a portfolio of brands) to
maximize shareholder value. Although only acquiveghds appear on a company's balance sheet, the
notion of putting a value on a brand forces markgleaders to be focused on long term stewardship
of the brand and managing for value.

The word ‘brand’ is often used as a metonym rafigrto the company that is strongly identified with
a brand.

Marque or make are often used to denote a branmbtdr vehicle, which may be distinguished from
a car model. Aconcept brands a brand that is associated with an abstracteqminlike breast cancer
awareness or environmentalism, rather than a specdduct, service, or businesscémmodity
brandis a brand associated with a commaodity.

History

The word brand, derives from the ancient North Scandavian termaridr” meaning "to burn." It is a
reference to the practice of using branding iransurn a mark into the hides of livestock, and may
also refer to the practice of craftsmen engravirant names into products, tools or personal
belongings.

The oldest generic brand, in continuous use iralstice the Vedic period (ca. 1100 B.C.E to 500
B.C.E), is the herbal paste knownGisyawanprashconsumed for its purported health benefits and
attributed to a reveretshi (or seer) named Chyawan. This product was devdlap®hosi Hill, an
extinct volcano in northern India.

Roman glassmakers branded their works, with Enbé&@ng the most prominent.

The Italians used brands in the form of watermarkpaper in the 13th century. Blind Stamps,
hallmarks, and silver-makers' marks are all tyddsand.
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Although connected with the history of trademankd acluding earlier examples which could be
deemedrotobrands(such as the marketing puns of thesuvinunwine jars found at Pompeii),
brands in the field of mass-marketing originatethie 19th century with the advent of packaged
goods. Industrialization moved the production ohgnhousehold items, such as soap, from local
communities to centralized factories. When shippivar items, the factories would literally brand
their logo or insignia on the barrels used, extegdhe meaning dfrandto that of a trademark.

Bass & Company, the British brewery, claims thed-triangle brand as the world's first trademark.
Tate & Lyle of Lyle's Golden Syrup makes a simd&im, having been recognized by Guinness
World Records as Britain's oldest brand, with rseg-and-gold packaging having remained almost
unchanged since 1885. Another example comes froticlfenFornaci Giorgi in Italy, which has
stamped or carved its bricks (as found in Sain¢iZeBasilica in the Vatican City) with the same
proto-logo since 1731.

Cattle-branding has been used since Ancient Eg@yy.termmaverick originally meaning an un-
branded calf, came from a Texas pioneer ranchen,\averick, whose neglected cattle often got
loose and were rounded up by his neighbors. Usieeofvord maverick spread among cowboys and
came to apply to unbranded calves found wandetorga

Factories established during the Industrial Revatuintroduced mass-produced goods and needed to
sell their products to a wider market - to custargreviously familiar only with locally produced
goods. It quickly became apparent that a genegkage of soap had difficulty competing with
familiar, local products. The packaged-goods mastufars needed to convince the market that the
public could place just as much trust in the naal@roduct. Pears soap, Campbell's soup, sofk drin
Coca-Cola, Juicy Fruit chewing gum, Aunt Jemimagade mix, and Quaker Oats oatmeal were
among the first products to be "branded" in anreffoincrease the consumer's familiarity with thei
merits. Other brands which date from that era, siscbincle Ben's rice and Kellogg's breakfast cereal
furnish illustrations of the trend.

Around 1900, James Walter Thompson published aechad€xplaining trademark advertising. This
was an early commercial explanation of what we koew as branding. Companies soon adopted
slogans, mascots, and jingles that began to agmeadio and early television. By the 1940s,
manufacturers began to recognize the way in whictsgmers were developing relationships with
their brands in a social/psychological/anthropatagsense.

Manufacturers quickly learned to build their branidentity and personality such as youthfulness, fu
or luxury. This began the practice we now knovbesdingtoday, where the consumers libg
brandinstead of the product. This trend continued ®1880s, and is now quantified in concepts
such as brand value and brand equity. Naomi Klasdescribed this development as "brand equity
mania". In 1988, for example, Philip Morris purceds<raft for six times what the company was
worth on paper; it was felhat what they really purchased was its brand name

April 2, 1993, or Marlboro Friday, is often considd the death of the brand — the day Philip Morris
declared that they were cutting the price of Mantbcigarettes by 20% in order to compete with
bargain cigarettes. Marlboro cigarettes were natetthe time for their heavy advertising campaigns
and well-nuanced brand image. In response to thewsmtement, Wall Street stocks nose-dived for a
large number of branded companies: Heinz, Coca;Qlaker Oats, PepsiCo, Tide, and Lysol.
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Many thought the event signalled the beginning wéad towards "brand blindness" (Klein 13),
guestioning the power of "brand value".

Fig 4.04: Ferrari is the world's most powerful biwaccording to Brand Finance.

Concepts

Effective branding can result in higher sales dfardy one product, but of other products assodiate
with that brand.If a customer loves Pillsbury biscuits and traeesbrand, he or she is more likely to
try other products offered by the company - sucbhasolate-chip cookies, for example. Brand
development, often the task of a design team, ttikesto produce. Brand is the personatlitsit
identifiesa product, service or company (name, term, sigmpsl, or design, or combination of
them) and how it relates to key constituenciestarusers, staff, partners, investors, etc.

Some peopldistinguish the psychological aspect (brand aasiocis like thoughts, feelings,
perceptions, images, experiences, beliefs, atsiualed so on that become linked to the brand) of a
brand from the experiential aspect. The experitatipect consists of the sum of all points of conta
with the brand and is knowas thebrand experiencelhe brand experience is a brand's action
perceived by a persofhe psychological aspect, sometimes referred tbedwand imageis a
symbolic construct created within the minds of gepponsisting of all the information and
expectations associated with a product, with aiserer with the companyies providing them.

People engaged in branding seek to develop or #Higexpectations behind the brand experience,
creating the impression that a brand associatddamiiroduct or service has certain qualities or
characteristics that make it special or unigleérand can therefore become one of the most lsdua
elements in an advertising theme, as it demonstralt@t the brand owner is able to offer in the
marketplaceThe art of creating and maintaining a brand ifeddbrand management. Orientation of
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an entire organization towards its brand is catlethd orientation. Brand orientation develops in
response to market intelligence.

Careful brand management seeks to make produstsaces relevant to a target audience. Brands
should be seeas more than the difference between the actuabfa@sproduct and its selling price —
they represent the sum of all valuable qualitiea pfoduct to the consumer.

A widely known brand is saitib have "brand recognition”. When brand recognitioilds up to a

point where a brand enjoys a critical mass of pasgentiment in the marketplace, it is said toehav
achieved brand franchise. Brand recognition is raostessful when people can state a brand without
being explicitly exposed to the company's nameyéthier through visual signifiers like logos,
slogans, and colors. For example, Disney succégsiitdnded its particular script font (originally
created for Walt Disney's "signature" logo), whithsed in the logo for go.com.

Fig 4.05: Visual Identity (example) created by Pne& Kowal

Consumers may look on branding as an aspect olipt®dr servicesas it often serves to denote a
certain attractive quality or characteristic (sks® &rand promise). From the perspective of brand
owners, branded products or services can commahahprices. Where two products resemble each
other, but one of the products has no associatettlbng (such as a generic, store-branded product),
potential purchasers may often select the moreresipe branded product on the basis of the
perceived quality of the brand or on the basidefreputation of the brand owner.

Corporate brand identity

Brand identity is the embodiment behind a corporegireason for existenc8imply, the brand
identity is a set of individual components, suclaaame, a design, a set of imagery, a slogan, a
vision, etc. which set the brand aside from othiersrder for a company to exude a strong sense of
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brand identity, it must have an in-depth understandf its target market, competitors and the
surrounding business environment. Brand identitjuitles both the core identity and the extended
identity. The core identity reflects consistentdeerm associations with the brand; whereas the
extended identity involves the intricate detailghaf brand that help generate a constant motif.

According to Kotler et al. (2009), a brand's idgnthay deliver four levels of meaning:

attributes

benefits

values

personality
A brand'sattributes are a set of labels with which the corporationh@ssto be associated. For
example, a brand may showcase its primary attrigsitenvironmental friendliness. However, a
brand's attributes alone are not enough to persaiadstomer into purchasing the product. These
attributes must be communicated throbgimefits which are more emotional translations. If a biand
attribute is being environmentally friendly, custenswill receive the benefit of feeling that theg a
helping the environment by associating with thendraAside from attributes and benefits, a brand's
identity may also involve branding to focus on es@nting its core set gélues If a company is
seen to symbolise specific values, it will, in tuattract customers who also believe in these galue
For example, Nike's brand represents the value'jplsado it" attitude.Thus, this form of brand
identification attracts customers who also shaiegame value. Even more extensive than its
perceived values is a brangarsonality. Quite literally, one can easily describe a susftgdrand
identity as if it were a person. This form of braddntity has proven to be the most advantageous in
maintaining long-lasting relationships with consusp@s it gives them a sense of personal interactio
with the brand Collectively, all four forms of mcidentification help to deliver a powerful meagin
behind what a corporation hopes to accomplishtamxplain why customers should choose one
brand over its competitors.

Brand awareness

Brand awareness involves a customers' abilityd¢alrand/or recognise brands, logos and branded
advertising. Brands helps customers to understdrichwrands or products belong to which product
or service category. Brands assist customers teratathd the constellation of benefits offered by
individual brands, and how a given brand withiragegory is differentiated from competing brands,
and thus the brand helps customers understand Whicid satisfies their needs. Thus, the brand
offers the customer a short-cut to understandiagitfierent product or service offerings that make
up a category.

Brand awareness is a key step in the customerthase decision process, since some kind of
awareness is a precondition to purchasing. Thatspmers will not consider a brand if they are no
aware of it. Brand awareness is a key componemderstanding the effectiveness both of a brand's
identity and of its communication methods. Sucaddsfands are those that consistently generate a
high level of brand awareness, as this can oftetthe pivotal factor in securing customer
transactions. Various forms of brand awarenes$eddentified. Each form reflects a different stage
in a customer's cognitive ability to address thanbrin a given circumstance.

Most companies aim foTop-of-Mind . Top-of-mind awareness occurs when a brand pupsa
consumer's mind when asked to name brands in agrodtegory. For example, when someone is
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asked to name a type of facial tissue, the commewer, "Kleenex", will represent a top-of-mind
brand.

Unaided awarenesgalso known abrand recallor spontaneous awarengsefers to the brand or set
of brands that a consumer can elicit from memorgmprompted with a product category

Aided awarenesgqalso known abrand recognitioh occurs when consumers see or read a list of
brands, and express familiarity with a particulearial only after they hear or see it as a type of
memory aide.

Strategic awarenes®ccurs when a brand is not only top-of-mind tostoners, but also has
distinctive qualities which consumers perceive aging it better than other brands in the particular
market. The distinction(s) that set a product afsarh the competition is/are also knovas the
unique selling point or USP.

Brand recognition is the initial phase of brand awareness and v&é&dahether or not a customer
remembers being pre-exposed to the brand. Whearnass experience brand recognition, they are
triggered by either a visual or verbal cue. Fomeple, when looking to satisfy a category need such
as toilet paper, the customer would firstly be pread with multiple brands to choose from. Once the
customer is visually or verbally faced with a brahe/she may remember being introduced to the
brand before. This would be classifiad brand recognition, as the customer can rettieve

particular memory node that referred to the bramnde given a cue. Often, this form of brand
awareness assists customers in choosing one bvandmother when faced with a low-involvement
purchasing decision.

Unlike brand recognitiorhrand recall is not triggered by a visual or verbal cue. Indtdmand recall
"requires that the consumers correctly retrievebtiaad from memory". Rather than being given a
choice of multiple brands to satisfy a need, coresgrare faced with a need first, and then mustireca
a brand from their memory to satisfy that needsTéwel of brand awareness is stronger than brand
recognition, as the brand must be firmly cementetthé consumer's memory to enable unassisted
remembrance. Thus, brand recall is a confirmatian previous branding touchpoints have
successfully fermented in the minds of its consgmer

Marketing-mix modeling can help marketing leadgysroize how they spend marketing
budgets to maximize the impact on brand awaremness sales. Managing brands for value
creation will often involve applying marketing-mmodeling techniques in conjunction with
brand valuation.

Brand elements
Brands typically comprise various elements, such as

name: the word or words used to identify a companyduct, service, or concept

logo: the visual trademark that identifies a brand

tagline or catchphrase: "The Quicker Picker Upjedssociatedvith Bounty paper
towels

graphics: the "dynamic ribbon" is a trademarked pa€oca-Cola's brand

shapes: the distinctive shapes of the Coca-Cottelatd of the Volkswagen Beetle are
trademarked elements of those brands
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colors: the instant recognition consumers have whey see Tiffany & Co.’s robin’s egg blue
(Pantone No. 1837). Tiffany & Co.’s trademarked ¢btor in 1998.
sounds: a unique tune or set of notes can dertwtena. NBC's chimes provide a famous

example.
scents: the rose-jasmine-musk scent of Chanel otr&demarked

tastes: Kentucky Fried Chicken has trademarkespiggial recipe of eleven herbs and spices for

fried chicken
movements: Lamborghini has trademarked the upwatibmof its car doors

@

PRE-
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Fig 4.06: Demonstrating touch points associateth\pirchase experience stages

Brand communication
Although brand identity is regardeas the most fundamental asset to a brand's ethugtyyorth of a

brand's identity would become obsolete without émgrand communication. Integrated marketing
communications (IMC) relates to how a brand tratsiniclear consistent message to its stakeholders

. Five key components comprise IMC:
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advertising

sales promotions

direct marketing

personal selling

public relations
The effectiveness of a brand's communication isrdghed by how accurately the customer perceives
the brand's intended message through its IMC. AlghdMC is a broad strategic concept, the most
crucial brand communication elements are pinpointedow the brand sends a message and what
touch points the brand uses to connect with itsotoers.

One can analyse the traditional communication m{fslehnnon-Weaver Model) into several
consecutive steps:

Firstly, a source/sender wishes to convey a megsageeceiver. This source must encode the
intended message in a way that the receiver wimt@lly understand.

After the encoding stage, the forming of the messagomplete and is portrayed through a
selected channel. In IMC, channels may include enetéiments such as advertising, public
relations, sales promotions, etc.

It is at this point where the message can ofteardetm its original purpose as the message must
go through the process of being decoded, whicloftan lead to unintended
misinterpretation.

Finally, the receiver retrieves the message amangiis to understand what the sender was aiming
to render. Often, a message may be incorrectlywedelue to noise in the market, which is
caused by "...unplanned static or distortion durlmgdommunication process".

The final stage of this process is when the receegponds to the message, which is received by
the original sender as feedback.

When a brand communicates a brand identity to@veg it runs the risk of the receiver incorrectly
interpreting the message. Therefore, a brand shmddppropriate communication channels to
positively "...affect how the psychological and plogdiaspects of a brand are perceived"

In order for brands to effectively communicate tistomers, marketers must "...consider all touch
points, or sources of contact, that a customemnitasthe brand”. Touch points represent the chnne
stage in the traditional communication model, wreersessage travels from the sender to the
receiver. Any point where a customer has an intienaevith the brand - whether watching a
television advertisement, hearing about a bramauttr word of mouth, or even noticing a branded
license plate - defines a touch point. Accordin@#denet al. (2010), every touch point has the
"...potential to add positive - or suppress negati@ssociations to the brand's equity" Thus a bsand
IMC should cohesively deliver positive messagesubh appropriate touch points associated with its
target market. One methodology involves using sgnstamuli touch points to activate customer
emotion. For example, if a brand consistently @spkeasant smell as a primary touch point, thecbran
has a much higher chance of creating a posititatasffect on its customers' senses as well as
memory. Another way a brand can ensure that itilising the best communication channel, is by
focusing on touch points that suit particular a@ssociated with customer experience. As suggested
Figure 2, certain touch points link with a spec#tage in customer-brand-involvement. For example,
a brand may recognise that advertising touch pairgsnost effective during the pre-purchase
experience stage therefore they may target thegridements to new customers rather than to
existing customers. Overall, a brand has the ghdistrengthen brand equity by using IMC branding
communications through touch points.
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Brand communication is important in ensuring brandcess in the business world and refers to how
businesses transmit their brand messages, chasticteand attributes to their consumers. One
method of brand communication which companies saioé involves electronic word-of mouth
(eWOM). EWoM is a relatively nevapproach identifiedo communicate with consumers. One
popular method of eWOM involves social networkiitgs (SNSs) such as Twitter. A study found

that consumers classed their relationship witheadbas closer if that brand was active on a sjgecifi
social media site (Twitter). Research further fothmt the more consumers "retweeted" and
communicated with a brand, the more they trustedthAnd. This suggests that a company could look
to employ a social-media campaign to gain consurast and loyalty as well as in the pursuit of
communicating brand messages.

McKee (2014) also looked into brand communicatiod states that when communicating a brand, a
company should look to simplify its message aswliidead to more value being portrayed as well as
an increased chance of target consumers recalidgexognising the brand.

In 2012 Riefler stated that if the company commatiiy a brand is a global organisation or has
future global aims, that company should look to lypa method of communication which is
globally appealing to their consumers, and subsgttyuehoose a method of communication with will
be internationally understood. One way a companydeathis involves choosing a product or
service's brand name, as this name will need gultable for the marketplace that it aims to enter.

It is important that if a company wishes to devedoglobal market, the company name will also need
to be suitable in different cultures and not caaféense or be misunderstood. It has also been found
that when communicating a brand a company neelks &ware that they must not just visually
communicate their brand message and should takntatye of portraying their message through
multi-sensory information. One article suggests tther senses, apart from vision, need to be
targeted when trying to communicate a brand withsamers. For example, a jingle or background
music can have a positive effect on brand recagmippurchasing behaviour and brand recall.

Therefore, when looking to communicate a brand wefithsen consumers, companies should
investigate a channel of communication which istsagable for their short-term and long-term
aims and should choose a method of communicatiochat most likely to be adhered tuy their
chosen consumers. The match-up between the pradaaonsumer lifestyle, and the endorser is
important for effectiveness of brand communication.

Global brand variables

Brand name
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Brand name
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Fig 4.07: Relationship between trade marks and ran

The term "brand name" is quite ofteisedinterchangeably with "brand", although it is more
correctly used to specifically denote written oolsgn linguistic elements of any product. In
this context a "brand name" constitutes a typeaafdmark, if the brand name exclusively
identifies the brand owner as the commercial soafgeoducts or services. A brand owner
may seek to protect proprietary rights in relatiom brand name through trademark
registration - such trademarks are call&egistered Trademarks". Advertising
spokespersons have also become part of some bfandgample: Mr. Whipple of Charmin
toilet tissue and Tony the Tiger of Kellogg's FemsElakes. Putting a value on a brand by
brand valuation or using marketing mix modelinghtaques is distinct to valuing a
trademark.

Types of brand names
Brand names come in many styles. A few include:
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initialism : a name made of initials, such as "UPS" or "IBM"
descriptive: names that describe a product benefit or func8anh as "Whole Foods" or "Toys
R' Us"
alliteration and rhyme: names that are fun to say and which stick imtived, such as "Reese's
Pieces" or "Dunkin’ Donuts"
evocative names that can evoke a vivid image, such as "Anfaar "Crest"
neologisms completely made-up words, such as "Wii" or "Haafazs"
foreign word: adoption of a word from another language, suciva/o" or "Samsung"
founders' names using the names of real people, (especially adetds name), such as
"Hewlett-Packard", "Dell", "Disney", "Stussy" or "&ds"
geography naming for regions and landmarks, such as "CiscdFuji Film"
personification: taking names from myths, such as "Nike"; or fritv@ minds of ad
execs, such as "Betty Crocker"
punny: some brands create their name by using a silly puch as "Lord of the Fries", "Wok on
Water" or "Eggs Eggscetera”
combination: combining multiple words together to create aeh as "Microsoft"
("microcomputer” and "software"), "Comcast" ("commzations” and "broadcast”),
"Evernote" (“forever" and "note"), "Vodafone" ("w&", "data", "telephone")
The act of associating a product or service witinaand has become part of pop culture. Most products
have some kind of brand identity, from common tedalé to designer jeans. A brandnomer is a brand
name that has colloquially become a generic tema faroduct or service, such as Band-Aid, Nylon,
or Kleenex—which are often used to describe anpd adhesive bandage; any type of hosiery; or
any brand of facial tissue respectively. Xerox,deample, has become synonymous with the word

"copy".

Brand line

A brand line allows the introduction of various sges of a product under a common, ideally already
established, brand name. Examples would be theithdil Kinder Chocolates by Ferrero SA, the
subtypes of Coca-Cola, or special editions of papliands. See also brand extension.

Brand identification

Open Knowledge Foundation created in December B B8SIN (Brand Standard
Identification Number). BSIN is universal and iddy the Open Product Data Working
Group of the Open Knowledge Foundation to assigraad to a product. The OKFN Brand
repository is critical for the Open Data movement.

Brand identity

The outward expression of a brand — including @@, trademark, communications, and visual
appearance — is brand identity. Because the igaatitssembled by the brand owner, it reflects how
the ownemwantsthe consumer to perceive the brand — and by egietise branded company,
organization, product or service. This is in costita the brand image, which is a customer's mental
picture of a brand. The brand owner will seek tiddge the gap between the brand image and the
brand identity. Brand identity is fundamental tmsomer recognition and symbolizes the brand's
differentiation from competitors.

Brand identity is what the owner wants to commutgda its potential consumers. However, over
time, a product's brand identity may acquire (eehlgaining new attributes from consumer
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perspective but not necessarily from the markaetmmgmunications an owner percolates to targeted
consumers. Therefore, businesses research consuorart associations.

Visual brand identity

Fig 4.08: The visual brand identity manual for Miobil (developed by Chermayeff & Geismar &
Haviv), one of the first visual identities to intatg logotype, icon, alphabet, color palette, atation
architecture

A brand can also be used to attract customersdoyrgany, if the brand of a company is well
established and has goodwill. The recognition ardgption of a brand is highly influenced by its
visual presentation. A brand's visual identityhie bverall look of its communications. Effective
visual brand identity is achieved by the consistesgt of particular visual elements to create
distinction, such as specific fonts, colors, arapgic elements. At the core of every brand idermity

a brand mark, or logo. In the United States, bidadtity and logo design naturally grew out of the
Modernist movement in the 1950s and greatly drewherprinciples of that movement — simplicity
(Mies van der Rohe's principle of "Less is morei)l geometric abstraction. These principles can be
observed in the work of the pioneers of the praaditvisual brand identity design, such as
[Lippincott and Margulies], Paul Rand, Chermayeftzismar (later Chermayeff, Geismar & Haviv),
and Saul Bass. As part of a company's brand igeatibgo should complement the company's
message strategy. An effective logo is simple, nrable, and works well in any medium including
both online and offline applications.

Color is a particularly important element of visbahnd identity and color mapping provides an
effective way of ensuring color contributes to @iffntiation in a visually cluttered marketplace
(O'Connor, 2011).

Brand trust
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Brand trust is the intrinsic 'believability' thatyaentity evokes. In the commercial world, the
intangible aspect of brand trust impacts the beitaand performance of its business stakeholders in
many intriguing ways. It creates the foundatiom atrong brand connect with all stakeholders,
converting simple awareness to strong commitmehmis, Th turn, metamorphoses normal people who
have an indirect or direct stake in the organizatio devoted ambassadors, leading to concomitant
advantages like easier acceptability of brand esxbes, perception of premium, and acceptance of
temporary quality deficiencies.

The Brand Trust Repois a syndicated primary research that has eladxi@t this metric of brand
trust. It is a result of action, behavior, commatiicn and attitude of an entity, with the most trus
results emerging from its action component. Actibthe entity is most important in creating trust i
all those audiences who directly engage with tlamdbrthe primary experience carrying primary
audiences. However, the tools of communicationg gleital role in the transferring the trust
experience to audiences which have never expedaheebrand, the all important secondary
audience.

Brand parity

Brand parity is the perception of the customers $bane brands are equivalent. This means that
shoppers will purchase within a group of acceptathdis rather than choosing one specific brand.
When brand parity operates, quality is often notagor concern because consumers believe that only
minor quality differences exist.

Expanding role of brand

Branding was meant to make identifying and difféisimg a product easier, while also providing the
benefit of letting the name sell a second rate gpeodDver time, brands came to embrace a
performance or benefit promise, for the produatiaiely, but eventually also for the company behind
the brand.

Today, brand plays a much bigger role. Brands haes co-opted as powerful symbols in larger
debates about economics, social issues, and golitiee power of brands to communicate a complex
message quickly, with emotional impact and withdbdity of brands to attract media attention
makes them ideal tools in the hands of activistdtutal conflict over a brand's meaning have also
been shown to influence the diffusion of an innarat

Branding strategies

Company name

Often, especially in the industrial sector, itustjthe company's name which is promoted (leading t
one of the most powerful statements of brandingnggust before the company's downgrading. This
approach has not worked as well for General Motshéch recently overhauled how its corporate
brand relates to the product brands. Exactly ha@xcttimpany name relates to product and services
names is known as brand architecture. Decisionstaimenpany names and product names and their
relationship depends on more than a dozen strategsiderations.

In this case, a strong brand name (or company nanmedde the vehicle for a range of products (for
example, Mercedes-Benz or Black & Decker) or a eapfgsubsidiary brands (such as Cadbury Dairy
Milk, Cadbury Flake, or Cadbury Fingers in the UK).
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Individual branding

Each brand has a separate name (such as SeversblpAid, or Nivea Sun (Beiersdorf), which may
compete against other brands from the same con{pangxample, Persil, Omo, Surf, and Lynx are
all owned by Unilever).

Challenger brands

A challenger brand is a brand in an industry wliteiseneither the market leader or a niche brand.
Challenger brands are categorised by a mindsetwv#ges them have business ambitions beyond
conventional resources and an intent to bring chao@n industry.

Multiproduct branding strategy

Multiproduct branding strategy is when a compargsusne name across all their products in a
product class. When the company's trade name ¢ osdtiproduct branding is also known as
corporate branding, family branding or umbrellangliag. Examples of companies that use corporate
branding are Microsoft, Samsung, Apple, and Sonth@gompany's brand name is identical to their
trade name. Other examples of multiproduct brandiragegy include Virgin and Church & Dwight.
Virgin, a multination conglomerate uses the purdpired, handwritten red logo with the iconic tick
for all its products ranging from airlines, hot bhalloons, telecommunication to healthcare. Chérch
Dwight, a manufacturer of household products digptae Arm & Hammer family brand name for all
its products containing baking soda as the mairestignt. Multiproduct branding strategy has many
advantages. It capitalises on brand equity as ecoesithat have a good experience with the product
will in turn pass on this positive opinion to sugpientary objects in the same product class as they
share the same name. Consequently, the multiprédactiing strategy makes product line extension
possible.

Product line extension

Product line extension is the procedure of entesimgw market segment in its product class by
means of using a current brand name. An exampleiofs the Campbell Soup Company,
predominately a producer of canned soups. Theyeiti multiproduct branding strategy by way of
soup line extensions. They have over 100 soup dlisvputting forward varieties such as regular
Campbell soup, condensed, chunky, fresh-brewednizgand soup on the go. This approach is seen
as favourable as it can result in a lower promotiosis and advertising due to the same name being
used on all products, therefore increasing the lefvierand awareness. Although, line extension has
potential negative outcomes with one being thagwitlems in the company's line may be
disadvantaged because of the sale of the extensimextensions work at their best when they
deliver an increase in company revenue by entiocewy buyers or by removing sales from
competitors.

Subbranding

Subbranding is used by certain multiproduct bragdiompanies. Subbranding merges a corporate,
family or umbrella brand with the introduction ohew brand in order to differentiate part of a
product line from others in the whole brand syst8obbranding assists to articulate and construct
offerings. It can alter a brand's identity as sahling can modify associations of the parent brand.
Examples of successful subbranding can be seenghi@atorade and Porsche. Gatorade, a
manufacturer of sport-themed food and beveragestefély introduced Gatorade G2, a low-calorie
line of Gatorade drinks. Likewise, Porsche, a sgiiseid automobile manufacturer successfully
markets its lower-end line, Porsche Boxster anfidrigend line, Porsche Carrera.
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Brand extension

Brand extension is the system of employing a ctitsesnd name to enter a different product class.
Having a strong brand equity allows for brand egiem Nevertheless, brand extension has its
disadvantages. There is a risk that too many usesk brand name can oversaturate the market
resulting in a blurred and weak brand for consuntexamples of brand extension can be seen
through Kimberly-Clark and Honda. Kimberly-Clarkasorporation that produces personal and
health care products being able to extend the Hsdgiand name across a full line of toiletries for
toddlers and babies. The success of this brandsrtestrategy is apparent in the $500 million in
annual sales generated globally. Similarly, Horsiagitheir reputable name for automobiles has
spread to other products such as motorcycles, pegtgpment, engines, robots, aircraft, and bikes.

Co-branding

Co-branding is a variation of brand extensions Mvhere a single product is created from the
combining of two brand names of two manufactur€sbranding has its advantages as it lets firms
enter new product classes and exploit a recogiizatd name in that product class. An example of a
co-branding success is Whitaker's working with LleRoad Creamery to create a co-branded
beverage called Lewis Road Creamery and Whittakdnscolate Milk. This product was a huge
success in the New Zealand market with it goinglvir

Multibranding strategy

Multibranding strategy is when a company gives gaokuct a distinct name. Multibranding is best
used as an approach when each brand in intendaddifferent market segment. Multibranding is
used in an assortment of ways with selected corepajtbuping their brands based on price-quality
segments. Procter & Gamble (P&G), a multinatiomaistimer goods company that offers over 100
brands, each suited for different consumer neeatsinGtance, Head & Shoulders that helps
consumers relieve dandruff in the form of a sham@al-B which offers inter-dental products,
Vicks which offers cough and cold products, and Bpwhich offers dryer sheets and fabric
softeners. Other examples include Coca-Cola, Néétiogg's, and Mars.

This approach usually results in higher promotiosts and advertising. This is due to the company
being required to generate awareness among consameretailers for each new brand name
without the benefit of any previous impressionsltMtanding strategy has many advantages. There
is no risk that a product failure will affect othgnoducts in the line as each brand is unique ¢b ea
market segment. Although, certain large multibamahganies have come across that the cost and
difficulty of implementing a multibranding strateggn overshadow the benefits. For example,
Unilever, the world's third-largest multination somer goods company recently streamlined its
brands from over 400 brands to centre their attardnto 14 brands with sales of over 1 billion suro
Unilever accomplished this through product deletiod sales to other companies. Other multibrand
companies introduce new product brands as a pratatieasure to respond to competition called
fighting brands or fighter brands.

Fighting brands

The main purpose of fighting brands is to challeog@petitor brands. For example, Qantas,
Australia's largest flag carrier airline, introddcietstar to go head-to-head against the low-cost
carrier, Virgin Australia (formerly known as VirgBlue). Jetstar is an Australian low-cost airline f
budget conscious travellers, but it receives masgative reviews due to this. The launching of detst
allowed Qantas to rival Virgin Australia withoutetleriticism being affiliated with Qantas because of
the distinct brand name.
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Private branding strategy

Private branding is also known as reseller brangngate labelling, store brands, or own brands
have increased in popularity. Private brandinghgemva company manufactures products but it is sold
under the brand name of a wholesaler or retailivate branding is popular because it typically
produces high profits for manufacturers and resellEhe pricing of private brand product are uguall
cheaper compared to competing name brands. Consamecommonly deterred by these prices as it
sets a perception of lower quality and standardhmge views are shifting.

In Australia, their leading supermarket chainshb&oolworths and Coles are saturated with store
brands (or private labels). For example, in thetéthBStates, Paragon Trade Brands, Ralcorp
Holdings, and Rayovac are major suppliers of dspgiocery products, and private label alkaline
batteries, correspondingly. Costco, Walmart, Raldga®, Sears, and Kroger are large retailers that
have their own brand names. Similarly, Macy's, d-nahge chain of department stores offers a wide
catalogue of private brands exclusive to theirestpfrom brands such as First Impressions which
supply newborn and infant clothing, Hotel Colleatiwhich supply luxury linens and mattresses, and
Tasso Elba which supply European inspired menswWéey use private branding strategy to
specifically target consumer markets.

Mixed branding strategy

Mixed branding strategy is where a firm marketgdpicis under its own name(s) and that of a reseller
because the segment attracted to the reselldfesedhit from its own market. For example, Elizabeth
Arden, Inc., a major American cosmetics and frageactompany, uses mixed branding strategy. The
company sells its Elizabeth Arden brand throughadepent stores and line of skin care products at
Walmart with the "skin simple" brand name. Comparsiech as Whirlpool, Del Monte, and Dial
produce private brands of home appliances, petsfaad soap, correspondingly. Other examples of
mixed branding strategy include Michelin, Epsoncidsoft, Gillette, and Toyota. Michelin, one of
the largest tire manufacturers allowed Sears, aarfuan retail chain to place their brand name en th
tires. Microsoft, a multinational technology compas seriously regarded as a corporate technology
brand but it sells its versatile home entertainninert under the brand Xbox to better align with the
new and crazy identity. Gillette catered to fema@h Gillette for Women which has now become
known as Venus. The launch of Venus was conduatedder to fulfil the feminine market of the
previously dominating masculine razor industry. i&rly, Toyota, an automobile manufacturer used
mixed branding. In the U.S., Toyota was regardea eauable car brand being economical, family
orientated and known as a vehicle that rarely bouken. But Toyota sought out to fulfil a higher
end, expensive market segment, thus they creatads|the luxury vehicle division of premium cars.

Attitude branding and iconic brands

Attitude branding is the choice to represent adafgeling, which is not necessarily connected with
the product or consumption of the product at abirkéting labeled as attitude branding include that

of Nike, Starbucks, The Body Shop, Safeway, andl@pg.. In the 2000 booko Logq Naomi

Klein describes attitude branding as a "fetishtef'. Schaefer and Kuehlwein analyzed brands such
as Apple, Ben & Jerry's or Chanel describing thertuaber-Brands' - brands that are able to gain and
retain "meaning beyond the material."

“A great brand raises the bar — it adds a greatsesof purpose to the experience, whether it's the
challenge to do your best in sports and fithesthe@affirmation that the cup of coffee you're #iiy
really matters.” — Howard Schultz (president, CB@q chairman of Starbucks)
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Fig 4.09: The color, letter font and style of theda-Cola and Diet Coca-Cola logos in
English were copied into matching Hebrew logos &ntain brand identity in Israel.

Iconic brands are defined as having aspects thmitilbote to consumer's self-expression and personal
identity. Brands whose value to consumers comesgpily from having identity value are said to be
"identity brands". Some of these brands have sistloag identity that they become more or less
cultural icons which makes them "iconic brands"afples are: Apple, Nike, and Harley-Davidson.
Many iconic brands include almost ritual-like beioav in purchasing or consuming the products.

There are four key elements to creating iconic dsgiolt 2004):

"Necessary conditions" — The performance of thelpcomust at least be acceptable, preferably
with a reputation of having good quality.

"Myth-making" — A meaningful storytelling fabricatdy cultural insiders. These must be seen as
legitimate and respected by consumers for stoniée taccepted.

"Cultural contradictions" — Some kind of mismatatvieeen prevailing ideology and emergent
undercurrents in society. In other words, a diffieeewith the way consumers are and how
they wish they were.

"The cultural brand management process" — Actieelgaging in the myth-making process in
making sure the brand maintains its position as@m

Schaefer and Kuehlwein propose the following 'Udbemding' principles. They derived them from
studying successful modern Prestige brands and elénadtes them above mass competitors and
beyond considerations of performance and pricené@lom the minds of consumers:

"Mission Incomparable" - Having a differentiatedlaneaningful brand purpose beyond 'making
money.' Setting rules that follow this purpose erewhen it violates the mass marketing
mantra of "Consumer is always Boss/right".

"Longing versus Belonging" - Playing with the opjasdesires of people for Inclusion on the
one hand and Exclusivity on the other.
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"Un-Selling" — First and foremost seeking to sedilnteugh pride and provocation, rather than to
sell through arguments.

"From Myth To Meaning" - Leveraging the power oftmy 'Ueber-Stories' that have fascinated-
and guided humans forever.

"Behold!" - Making product and associated brandali reflect the essence of the brand mission
and myth. Making it the center of attention, whikeping it fresh.

"Living the Dream" - Living the brand mission as@nganization and through its actions. Thus
radiating the brand myth from the inside out, cstesitly and through all brand
manifestations. - For "Nothing is as volatile tlaadream."

"Growth without End" - Avoiding to be perceived@snipresent, diluting brand appeal. Instead
‘growing with gravitas' by leveraging scarcity/higtices, 'sideways expansion' and other
means.

"No-brand" branding

Recently, a number of companies have successfutsued "no-brand" strategies by creating
packaging that imitates generic brand simplicityamples include the Japanese company Muiji,
which means "No label" in English (frofiFl & &t — "Mujirushi Ryohin" — literally, “No brand
guality goods"), and the Florida company No-Ad Suesn. Although there is a distinct Muiji brand,
Muiji products are not branded. This no-brand siiateeans that little is spent on advertisement or
classical marketing and Muji's success is attrithtioethe word-of-mouth, a simple shopping
experience and the anti-brand movement. "No brarafiding may be construed as a type of
branding as the product is made conspicuous thrthegabsence of a brand name. "Tapa Amarilla"
or "Yellow Cap" in Venezuela during the 1980s isthler good example of no-brand strategy. It was
simply recognized by the color of the cap of the&aaing products company.

Derived brands

In this case the supplier of a key component, bseal number of suppliers of the end-product, may
wish to guarantee its own position by promoting ttanponent as a brand in its own right. The most
frequently quoted example is Intel, which positiass!f in the PC market with the slogan (and
sticker) "Intel Inside".

Brand extension and brand dilution

The existing strong brand name can be used asiae/ébr new or modified products; for example,
many fashion and designer companies extended bhnatodsagrances, shoes and accessories, home
textile, home decor, luggage, (sun-) glasses, tiumi hotels, etc.

Mars extended its brand to ice cream, Caterpilahbes and watches, Michelin to a restaurant guide
Adidas and Puma to personal hygiene. Dunlop exteitddrand from tires to other rubber products
such as shoes, golf balls, tennis racquets, anesadis. Frequently, the product is no differentrfro
what else is on the market, except a brand namkimgaBrand is product identity.

There is a difference between brand extensioniaedtktension. A line extension is when a current
brand name is used to enter a new market segmémg existing product class, with new varieties or
flavors or sizes. When Coca-Cola launched "DieteC@nd "Cherry Coke", they stayed within the
originating product category: non-alcoholic carltedebeverages. Procter & Gamble (P&G) did
likewise extending its strong lines (such as F8iogap) into neighboring products (Fairy Liquid and
Fairy Automatic) within the same category, dish kiiag detergents.
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The risk of over-extension is brand dilution whtre brand loses its brand associations with a rharke
segment, product area, or quality, price or cachet.

Social media brands

In 'The Better Mousetrap: Brand Invention in a MeDemocracy' (2012), author and brand strategist
Simon Pont posits that social media brands mapéeniost evolved version of the brand form,
because they focus not on themselves but on teeisuln so doing, social media brands are arguably
more charismatic, in that consumers are compeatiespénd time with them, because the time spent is
in the meeting of fundamental human drivers reléddokelonging and individualism. "We wear our
physical brands like badges, to help define ust-weuwise our digital brands to help express who we
are. They allow us to be, to hold a mirror up toselves, and it is clear. We like what we see."

Multi-brands

Alternatively, in a market that is fragmented anmsiragnumber of brands a supplier can choose
deliberately to launch totally new brands in appa®mpetition with its own existing strong brand
(and often with identical product characteristic$iply to soak up some of the share of the market
which will in any case go to minor brands. Theaadle is that having 3 out of 12 brands in such a
market will give a greater overall share than hguvirout of 10 (even if much of the share of these
new brands is taken from the existing one). Imitst extreme manifestation, a supplier pioneering a
new market which it believes will be particularlyractive may choose immediately to launch a
second brand in competition with its first, in arde pre-empt others entering the market. This
strategy is widely known as multi-brand strategy.

Individual brand names naturally allow greater bty by permitting a variety of different
products, of differing quality, to be sold withadnfusing the consumer's perception of what busines
the company is in or diluting higher quality prothic

Once again, Procter & Gamble is a leading expoagtitis philosophy, running as many as ten
detergent brands in the US market. This also ise®éhe total number of "facings" it receives on
supermarket shelves. Sara Lee, on the other hagditto keep the very different parts of the
business separate—from Sara Lee cakes throughgOighes to L'Eggs pantyhose. In the hotel
business, Marriott uses the name Fairfield Innstédoudget chain (and Choice Hotels uses Rodeway
for its own cheaper hotels).

Cannibalization is a particular problem of a mbltand strategy approach, in which the new brand
takes business away from an established one wihécbrganization also owns. This may be
acceptable (indeed to be expected) if there id gaia overall. Alternatively, it may be the pride
organization is willing to pay for shifting its gtien in the market; the new product being one stag
in this process.

Private labels

Private label brands, also called own brands,aedirands have become popular. Where the retailer
has a particularly strong identity (such as MarkSigencer in the UK clothing sector) this "own
brand" may be able to compete against even thegesd brand leaders, and may outperform those
products that are not otherwise strongly branded.

Designer Private Labels
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A relatively recent innovation in retailing is theroduction of designer private labels. Designer-
private labels involve a collaborative contracwien a well-known fashion designer and a retailer.
Both retailer and designer collaborate to desigydgavith popular appeal pitched at price points$ tha
fit the consumer’s budget. For retail outlets, thiges of collaborations give them greater control
over the design process as well as access to exchktsre brands that can potentially drive store
traffic.

In Australia, for example, the department storeeMyow offers a range of exclusive designer
private labels including Jayson Brundson, Karenk&talLeona Edmiston, Wayne Cooper, Fleur
Wood and ‘L’ for Lisa Ho. Another up-market depagtm store, David Jones, currently offers
‘Collette’ for leading Australian designer, Colke®innigan, and has recently announced its intentio
to extend the number of exclusive designer brahagget has teamed up with Danii Minogue to
produce her “Petites’ range. Specsavers has jaipadth Sydney designer, Alex Perry to create an
exclusive range of spectacle frames while Big Wlstdrames designed by Peter Morrissey.

Individual and organizational brands

With the development of brand, Branding is no lorgeited to a product or service. There are kinds
of branding that treat individuals and organizatias the products to be branded. Most NGOs and
non-profit organizations carry their brand as alfaising tool. The purpose of most NGOs is leave
social impact so their brand become associatedspeicific social life matters. Amnesty
International, Habitat for Humanity, World Wildlifeund and AIESEC are among the most
recognized brands around the world. NGOs and nofitmrganizations moved beyond using their
brands for fundraising to express their internahtity and to clarify their social goals and loegrn
aims. Organizational brands have well determineadbiguidlines and logo variables.

Crowd sourced branding
These are brands that are created by "the puldid¢h& business, which is opposite to the tradition
method where the business create a brand.

Personalised branding

Many businesses have started to use elementssur@disation in their branding strategies, offering
the client or consumer the ability to choose framaus brand options or have direct control over th
brand. Examples of this include the #ShareACokepadgm by Coca-Colavhich printed people's
names and place names on their bottles encourpgmgle. AirBNB has created the facility for users
to create their own symbol for the software to aeplthe brand's mark known as The Bélo.

Nation branding (place branding and public diplomag)

Nation branding is a field of theory and practideiah aims to measure, build and manage the
reputation of countries (closely related to placniing). Some approaches applied, such as an
increasing importance on the symbolic value of potsl have led countries to emphasise their
distinctive characteristics. The branding and imaige nation-state "and the successful transference
of this image to its exports — is just as impor@ntvhat they actually produce and sell.”

Destination branding

Destination branding is the work of cities, states] other localities to promote to themselvess Thi
work is designed to promote the location to toarestd drive additional revenues into a tax base.
These activities are often undertaken by governsadmit can also result from the work of community
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associations. The Destination Marketing Associatitarnational is the industry leading
organization.

Doppelganger brand image (DBI)

A doppelgénger brand image or "DBI" is a disparggimage or story about a brand that it circulated
in popular culture. DBI targets tend to be widehplwn and recognizable brands. The purpose of
DBIs is to undermine the positive brand meaningsafand owners are trying to instill through their
marketing activities.

The term stems from the combination of the Germardadoppel(double) andjanger(walker).

Doppelganger brands are typically created by inldigls or groups to express criticism of a brand and
its perceived values, through a form of parody, ardtypically unflattering in nature.

Due to the ability of Doppelganger brands to rapmtiopagate virally through digital media channels,
they can represent a real threat to the equithiefdrget brand. Sometimes the target organizégion
forced to address the root concern or to re-pasttie brand in a way that defuses the criticism.

Examples include:

Joe Chemocampaign organized to criticize the marketingotiaicco products to children and
their harmful effects.
Version of theCoca-Colalogo crafted to protest their sponsorship of2822 FIFA World Cup
in Qatar and associated human rights abuses (see citatiamifiinal Reddit thread featuring
the image).
Parody of thé?epsi logo as an obese mda highlight the relationship between soft drink
consumption and obesity.
TheFUH2 campaignprotesting the Hummer SUV as a symbol of corpasatk consumer
irresponsibility toward public safety and the epuiment.
In the 2006 article "Emotional Branding and theattgic Value of the Doppelgéanger Brand Image”,
Thompson, Rindfleisch, and Arsel suggest that gdiggnger brand image can be a benefit to a
brand if taken as an early warning sign that tlaarns losing emotional authenticity with its marke

CHECK YOUR PROGRESS

Explain the concepts of ‘brand’ and ‘branding’ aed in marketing.
Elaborate on the concept of ‘brand equity’.

Discuss the concept of ‘corporate brand identity’.

Discuss the various elements of a brand.

Explain the various brand touch points during puechase, pos-purchase and purchase phases.
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Discuss the traditional (Shannon-weaver) modebofimunication to explain brand communication.
Discuss the relationship between trade mark anadora
Describe at least five styles of brand names.
Elaborate the concept of visual brand identity.

Discuss the various branding strategies.

Discuss four elements in building iconic brand adew to Holt.

4.05 PRICING

Pricing is the process whereby a business sets the prideieh it will sell its products and services,
and may be part of the business's marketing phesetting prices, the business will take into aotou
the price at which it could acquire the goods,itaufacturing cost, the market place, competition,
market condition, brand, and quality of product.

Pricing is a fundamental aspect of financial madgknd is one of the four Ps of the marketing mix.
(The other three aspects are product, promotiahpéace.) Price is the only revenue generating
element amongst the four Ps, the rest being costise However, the other Ps of marketing will
contribute to decreasing price elasticity and sahénprice increases to drive greater revenue and
profits.

Pricing can be a manual or automatic process di/eqgpprices to purchase and sales orders, based
on factors such as: a fixed amount, quantity brpeknotion or sales campaign, specific vendor
guote, price prevailing on entry, shipment or imeodlate, combination of multiple orders or lingx] a
many others. Automated systems require more settipnaintenance but may prevent pricing errors.
The needs of the consumer can be converted intami@only if the consumer has the willingness
and capacity to buy the product. Thus, pricindgiésmost important concept in the field of marketing
it is used as a tactical decision in response tapewing market situations.
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Fig 4.10:A price tag is a highly visual and objective guidevalue
Objectives of pricing
The objectives of pricing should consider:

the financial goals of the company (i.e. profitap)l

the fit with marketplace realities (will customdnsy at that price?)

the extent to which the price supports a prodnetigket positioning and be consistent with the

other variables in the marketing mix

Price is influenced by the type of distribution shal used, the type of promotions used, and the
guality of the product. Where manufacturing is exgdee, distribution is exclusive, and the prodsct i
supported by extensive advertising and promotioaaipaigns, then prices are likely to be higher.
Price can act as a substitute for product quaitgctive promotions, or an energetic selling effiyr
distributors in certain markets.

From the marketer's point of view, afficient price is a price that is very close to the maximum that
customers are prepared to pay. In economic tetrissaiprice that shifts most of the consumer
economic surplus to the producer. A good pricimgtegy would be the one which could balance
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between the price floor (the price below which dhganization ends up in losses) and the price
ceiling (the price by which the organization expades a no-demand situation).

Pricing strategies

Marketers develop an overall pricing strategy thabnsistent with the organisation's mission and
values. This pricing strategy typically becomeg pathe company's overall long -term strategiapla
The strategy is designed to provide broad guidampeice-setters and ensures that the pricing
strategy is consistent with other elements of theketing plan. While the actual price of goods or
services may vary in response to different condgjdhe broad approach to pricing (i.e., the pgcin
strategy) remains a constant for the planning oktfmeriod which is typically 3-5 years, but in some
industries may be a longer period of 7—10 yeatrs.

Broadly, there are six approaches to pricing gjsateentioned in the marketing literature:

Operations-oriented pricing: where the objective is to optimise productiveamafy, to achieve
operational efficiencies or to match supply and aedthrough varying prices. In some cases, prices
might be set to de-market.

Revenue-oriented pricing:(also known agrofit-oriented pricingor cost-based pricing- where the
marketer seeks to maximise the profits (i.e., tirplss income over costs) or simply to cover costs
and break even. For example, dynamic pricing (lfsnvn as yield management is a form of revenue
oriented pricing.

Customer-oriented pricing: where the objective is to maximise the numberustomers; encourage
cross-selling opportunities or to recognise diffedevels in the customer's ability to pay.

Value-based pricing (also known agmage-based pricingoccurs where the company uses prices to
signal market value or associates price with trstrele value position in the mind of the buyer. The
aim of value-based pricing is to reinforce the allgrositioning strategy e.g. premium pricing postu
to pursue or maintain a luxury image.

Relationship-oriented pricing: where the marketer sets prices in order to hwilchaintain
relationships with existing or potential customers.

Socially-oriented pricing: Where the objective is to encourage or discouspgeific social attitudes
and behaviours. e.g. high tariffs on tobacco toalisage smoking.

Pricing tactics

When decision-makers have determined the broaagpprto pricing (i.e., the pricing strategy), they
turn their attention to pricing tactics. Tacticaicng decisions are shorter term prices, desigoed
accomplish specific short-term goals. The tactgadroach to pricing may vary from time to time,
depending on a range of internal considerations geich as the need to clear surplus inventory) or
external factors (e.g. a response to competitii@ng tactics). Accordingly, a number of different
pricing tactics may be employed in the course sihgle planning period or across a single year.
Typically line managers are given the latitude seaey to vary individual prices providing that they

BHM303/HTS604: Marketing Services Page 246



operate within the broad strategic approach. Famgte, some premium brands never offer discounts
because the use of low prices may tarnish the braade. Instead of discounting, premium brands
are more likely to offer customer value througltesbundling or give-aways.

When setting individual prices, decision-makersunega solid understanding of pricing economics,
notably break-even analysis, as well as an appieciaf the psychological aspects of consumer
decision-making including reservation prices, ogjlprices and floor prices. The marketing literatur
identifies literally hundreds of pricing tacticsig difficult to do justice to the variety of técs in
widespread use. Rao and Kartono carried out a-cudigral study to identify the pricing strategies
and tactics that are most widely used. The follgwisting is largely based on their work.

ARC/RRC Pricing

A traditional tactic used in outsourcing that uadixed fee for a fixed volume of services, with
variations on fees for volumes above or below tattyesholds. Charges for additional resources
(“ARC’s") above the threshold are priced at rateseflect the marginal cost of the additional
production plus a reasonable profit. Credits (“R&Lgranted for reduction in resources consumed or
provided offer the enterprise customer some compaittthe savings on credits tend not to be
equivalent to the increased costs when payingiftremental resources in excess of the threshold.

Complementary Pricing

Fig 4.11: The purchase of a printer leads to atiifee of purchases of replacement parts. In such
cases, complementary pricing may be considered.

Complementary pricing is a collective term usedéscribe “captive-market' pricing tactics. It refer
to a method in which one of two or more complemsnpaoducts (a deskjet printer, for example) is
priced to maximise sales volume, while the compleiang product (printer ink cartridges) are priced
at a much higher level in order to cover any shdrsfustained by the first product.

Contingency Pricing
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Contingency pricing describes the process wheee @sfonly charged continent on certain results.
Contingency pricing is widely used in professioseivices such as legal services and consultancy
services. In the United Kingdom, a contingencyiggeown as a conditional fee.

Differential pricing

Differential pricing is also known dkexible pricing multiple pricingor price discriminationis where
different prices dependent on the service prowddessessment of the customer's willingness ottyabili
to pay. There are various forms of price differemmduding: the type of customer, quantity ordered,
delivery time, payment terms, etc.

Discrete pricing

Discrete Pricing occurs when prices are set atel that the price comes within the competence of
the decision making unit (DMU). This method of jomigis often used in B2B contexts where the
purchasing officer may be authorised to make pwebap to a predetermined level, beyond which
decisions must go to a committee for authorisation.

Discount pricing

Fig 4.12: A discount is any form of reduction iricgr

Discount pricing is where the marketer or retailfers a reduced price. Discounts in a variety of
forms - e.g. quantity rebates, loyalty rebatess@eal discounts, periodic or random discounts etc.

Diversionary pricing

Diversionary Pricing is a variation of loss leadgrused extensively in services; a low price is
charged on a basic service with the intention obuping on the extras; can also refer to low prices
on some parts of the service to develop an imadmoprice.

Everyday low prices (EDLP)
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Fig 4.13: Everyday Low Prices" are widely usedupearmarkets

Everyday low prices refers to the practice of naiiming a regular low price-low price - in which
consumers are not forced to wait for discountingpmcials. This method is used by supermarkets.

Exit fees

Exit Fees refer to a fee charged for customersadpart the service process prior to natural
completion. The objective of exit fees is to dgteymature exit. Exit fees are often round in finahc
services, telecommunications services and agedaaitidies. Regulatory authorities, around the
globe, have often expressed their discontent \ighpractice of exit fees as it has the potentialeto
anti-competitive and restricts consumers' abiliteeswitch freely, but the practice has not been
proscribed.

Experience curve pricing

Experience curve pricing occurs when a manufacfniees a product or service at a low rate in order
to obtain volume and with the expectation thatabst of production will decrease with the

acquisition of manufacturing experience. This applowhich is often used in the pricing of high
technology products and services, is based om#gight that manufacturers learn to trim production
costs over time in a phenomenon known as experigfifieets.

Geographic pricing

Geographic pricing occurs when different pricesdrarged in different geographic markets for an
identical product. For example, publishers ofterken@xt-books available at lower prices in Asian
countries because average wages tend to be lowemaplications for the customer's ability to pay.

Guaranteed pricing

Guaranteed pricing is a variant of contingencyipgclt refers to the practice of including an
undertaking or promise that certain results or @uies will be achieved. For instance, some business
consultants undertake to improve productivity afipability by 10%. In the event that the result is

not achieved, the client does not pay for the servi
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High-low pricing

High-low pricing refers to the practice of offeriggods at a high price for a period of time, folemv
by offering the same goods at a low price for aletermined time. This practice is widely used by
chain stores selling homewares. The main disadgardfthe high-low tactic is that consumers tend
to become aware of the price cycles and time theichases to coincide with a low-price cycle.

Honeymoon pricing

Honeymoon Pricing refers to the practice of usihgwaintroductory price with subsequent price
increases once relationship is established. Thecobe of honeymoon pricing is to "lock™" customers
into a long-term association with the vendor. Tdpproach is widely used in situations where
customer switching costs are relatively high suieiménome loans and financial investsments.

Loss leader

A loss leader is a product that has a price setwb#ie operating margin. Loss leadering is widely
used in supermarkets and budget-priced retail Buttbere the store as a means of generating store
traffic. The low price is widely promoted and thers is prepared to take a small loss on an

individual item, with an expectation that it wideoup that loss when customers purchase otherrhighe
priced-higher margin items. In service industriess leadering may refer to the practice of chaygin
reduced price on the first order as an inducemeahtndth anticipation of charging higher prices on
subsequent orders.

Offset pricing

Offset pricing (also known adiversionary pricing is the service industry's equivalent of loss
leadering. A service may price one component obffer at a very low price with an expectation that
it can recoup any losses by cross-selling additisevices. For example, a carpet steam cleaning
service may charge a very low basic price for tist fhree rooms, but charges higher prices for
additional rooms, furniture and curtain cleaningeperator may also try to cross-sell the client o
additional services such as spot-cleaning prodoctstain-resistant treatments for fabrics andetatp

Parity pricing
Parity pricing refers to the process of pricingaduct at or near a rival's price in order to remai
competitive.

Price bundling

399.99

Xbox 360 Final Fantasy XlII Special Edition Bundle
* Includes games system, 2 wireless controllers,
250GB hard drive and Final Fantasy XlIl game

Quantity limited; no rain ch

WWHIIHIM HIII III\I |I||l||||| M I\I\I\ I |!I1 Pﬁaﬁes Valid

8 810043723 1- 1-1.01 9-3/13

Fig 4.14: Xbox price bundle price
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Price bundling (also known as product bundling eseuhere two or more products or services are
priced as a package with a single price. Therasaveral types of bundlegure bundlesvhere the
goods can only be purchased as packageiard bundlesvhere the goods can be purchased
individually or as a package. The prices of thedbeitis typically less than when the two items are
purchased separately.

Peak and off-peak pricing

Peak and off-peak pricing is a form of price disgnation where the price variation is due to some
type of seasonal factor. The objective of peaka@thgeak pricing is to use prices to even out peaks
and troughs in demand. Peak and off-peak pricingdely used in tourism, travel and also in ugi
such as electricity providers. Peak pricing hagibaithe public's imagination since the ride-sharing
service provider, Uber, commenced ussogge pricingand has sought to patent the technologies that
support this approach.

Price discrimination
Price discrimination is also known as variable ipgoor differential pricing

Price lining

Price liningis the use of a limited number of prices for aiguct offered by a business. Price lining

is a tradition started in the old five and dimeresan which everything cost either 5 or 10 celmts.

price lining, the price remains constant but gyalit extent of product or service adjusted to wfle
changes in cost. The underlying rationale of thedit is that these amounts are seen as suitabke pr
points for a whole range of products by prospeativetomers. It has the advantage of ease of
administering, but the disadvantage of inflexiiliparticularly in times of inflation or unstable

prices. Price lining continues to be widely used@partment stores where customers often note racks
of garments or accessories priced at predeternunee points e.g. separate racks of men's ties,
where each rack is priced at $10, $20 and $40.

Penetration pricing

Penetration pricing is an approach that can beideres] at the time of market entry. In this apphpac
the price of a product is initially set low in afficgt to penetrate the market quickly. Low pricesla
low margins also act as a deterrent, preventingriall rivals from entering the market since they
would have to undercut the low margins to gainattfold.

Prestige pricing

Premium brands rarely discount due to the potetditdrnish the brand. Instead they offer gift gack
to provide customers with value
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Prestige pricing is also known peemium pricingand occasionalljuxury pricingor high price
maintenanceefers to the deliberate pursuit of a high priostpre to create an image of quality

Price signalling

Price signalling is where the price is used asditator of some other attribute. For example, some
travel resorts promote that when two adults makeaking, the kids stay for free. This type of
pricing is designed to signal that the resortfanaily friendly operation.

Price skimming

Price skimming, also known akim-the-cream pricings a tactic that might be considered at market
entry. The objective is to charge relatively higtces in order to recoup the cost of product
development early in the life-cycle and before cetitprs enter the marktet.

Promotional pricing

Promotional pricing is a temporary measure thablves setting prices at levels lower than normally
charged for a good or service. Promotional pricgingpmetimes a reaction to unforeseen
circumstances, as when a downturn in demand leagempany with excess stocks; or when
competitive activity is making inroads into markéare or profits.

Two-part pricing

Two-part pricing is a variant of captive-marketqgomg used in service industries. Two part pricing
breaks the actual price into two parts; a fixediserfee plus a variable consumption rate. Twot par
pricing tactics are widely used by utility compangich as electricity, gas and water and services
where there is a quasi- membership type relatipnsinedit cards where an annual fee is charged and
theme parks where an entrance fee is charged moisamn while the customer pays for rides and
extras. One part of the price represents a memipdiesdhor joining fee, while the second part
represents the usage component.

Psychological pricing

Fig 4.15: Extensive use of the terminal digit 'nisigggests that psychological pricing is at play
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Psychological pricing is a collective term thatemsfto a range of tactics designed to have a pesiti
psychological impact. Price tags using the termiligit "9", ($9.99, $19.99 or $199.99) can be used
to signal price points and bring an item in at justler the consumer's reservation price.
Psychological pricing is widely used in a variefyetail settings.

Premium pricing

Premium pricing(also called prestige pricing) is the strateggardsistently pricing at, or near, the
high end of the possible price range to help dtsttus-conscious consumers. The high pricing of a
premium product is used to enhance and reinfomeduct's luxury image. Examples of companies
which partake in premium pricing in the marketplaedude Rolex and Bentley. As well as brand,
product attributes such as eco-labelling and pranee (e.g. ‘certified organic' and 'product of
Australia’) may add value for consumers and atesmium pricing. A component of such premiums
may reflect the increased cost of production. Rewll buy a premium priced product because:

They believe the high price is an indication of dauality
They believe it to be a sign of self-worth - "Thag worth it;" it authenticates the buyer's success
and status; it is a signal to others that the ouwsmarmember of an exclusive group
They require flawless performance in this applaati The cost of product malfunction is too
high to buy anything but the best - for examplbeart pacemaker.
The old association of luxury only being for thads and queens of the world is almost non-existent
in today’s world. People have generally become thesl therefore the mass marketing phenomenon
of luxury has simply become a part of everyday, kfied no longer reserved for the elite. Since
consumers have a larger source of disposable inadbeye now have the power to purchase products
that meet their aspirational needs. This phenomenables premium pricing opportunities for
marketers in luxury markets. Luxurification in setyi can be seen when middle class members of
society, are willing to pay premium prices for avéme or product of the highest quality when
compared with similar goods. Examples of this carséen with items such as clothing and
electronics. Charging a premium price for a produsbd makes it more inaccessible and helps it gain
an exclusive appeal. Luxury brands such as Louitdfuand Gucci are more than just clothing and
become more of a status symbol. (Yeoman, 2011).

Prestige goods are usually sold by companies tha & monopoly on the market and hold
competitive advantage. Due to a firm having greatket power they are able to charge at a premium
for goods, and are able to spend a larger sumamadion and advertising. According to Han, Nunes
and Dreze (2015) figure on “signal preference axdrnomy based on wealth and need for status”
two social groups known as “Parvenus” and “Posears’individuals generally more self-conscious,
and base purchases on a need to reach a higher atagain a social prestige value. Further market
research shows the role of possessions in conssithars and how people make assumptions about
others solely based on their possessions. Peogibeiate high priced items with success. (Han et al.
2010). Marketers understand this concept, and pggogs at a premium to create the illusion of
exclusivity and high quality. Consumers are likelypurchase a product at a higher price than a
similar product as they crave the status, andrfgedf superiority as being part of a minority thah

in fact afford the said product. (Han et al., 2010)

A price premium can also be charged to consumeesnghirchasing eco-labelled products. Market
based incentives are given in order to encouragplee¢o practice their business in an eco-friendly
way in regard to the environment. Associations agthe MSC's fishery certification programme
and seafood ecolabel reward those who practicaisa$le fishing. Pressure from environmental
groups have caused the implementation of Assoasgach as these, rather than consumers
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demanding it. The value consumer’s gain from pwititaenvironmentally conscious products may
create a premium price over non eco-labelled prizddtis means that producers have some sort of
incentive for suppling goods worthy of eco-labejlistandard. Usually more costs are incurred when
practicing sustainable business, and chargingag¢mium is a way businesses can recover extra
costs.

Methods of setting prices

Demand-based pricing

Demand-based pricinglso known as dynamic pricing, is a pricing meltkimat uses consumer
demand - based on perceived value - as the ceterakbnt. These include price skimming, price
discrimination and yield management, price poipsychological pricing, bundle pricing, penetration
pricing, price lining, value-based pricing, geo gmdmium pricing.

Pricing factors are manufacturing cost, marketglaompetition, market condition, quality of
product.

Price modeling using econometric techniques cap imelasure price elasticity, and computer based
modeling tools will often facilitate simulations dffferent prices and the outcome on sales andtprof
More sophisticated tools help determine price atS3KU level across a portfolio of products.
Retailers will optimize the price of their privdtdbel SKUs with those of National Brands.

An example of demand-based pricing is the Uberridarservice company's use of an
automated algorithm to increase prices to "surgeeptevels, responding rapidly to changes
of supply and demand in the market. By respondinmgaltime, an equilibrium between
demand and supply of drivers can be approachedof@ess receive notice when making an
Uber reservation that prices have increased. Thgaay applied for a U.S. patent on surge
pricing in 2013, though airlines are known to haeen using similar techniques in seat
pricing for years.

The practice has often caused passengers to begmsatand invited criticism when it happens as a
result of holidays, inclement weather, natural stises or other factors. During New Year's Eve 2011,
Uber prices were as high as seven times normal, reaeising outrage. During the 2014 Sydney
hostage crisis, Uber implemented surge pricingjltiag in fares of up to four times normal charges;
while it defended the surge pricing at first, ielaapologized and refunded the surcharges. Ub& CE
Travis Kalanick has responded to criticism by sgylh..because this is so new, it's going to take
some time for folks to accept it. There's 70 y@drsonditioning around the fixed price of taxis."

Multidimensional pricing

Multidimensional pricings the pricing of a product or service using npllinumbers. In this

practice, price no longer consists of a single rnemyeamount (e.g., sticker price of a car), buheat
consists of various dimensions (e.g., monthly paysenumber of payments, and a downpayment).
Research has shown that this practice can significanfluence consumers' ability to understand and
process price information.

Micromarketing
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Micromarketing is the practice of tailoring prodsidbrands (microbrands), and promotions to meet
the needs and wants of microsegments within a rhdtke a type of market customization that deals
with pricing of customer/product combinations &t #tore or individual level.

Theoretical considerations in pricing

Price/quality relationship

Theprice/quality relationshipefers to consumers' perceptions of value. Higtepare often taken as
a sign of quality, especially when the productewice lacks search qualities that can be inspected
prior to purchase. Understanding consumers peoeptf the price quality relationship is most
important in the case of complex products thatharre to test, and experiential products that cannot
be tested until used (such as most services). ldetag the uncertainty surrounding a product, the
more consumers depend on the price/quality sigmtize greater premium they may be prepared to

pay.

Consumers can have different perceptions on prerpiizing, and this factor makes it important for
the marketer to understand consumer behaviour.rdogpto Vigneron and Johnson’s figure on
“Prestige-Seeking Consumer Behaviours”, Consumande categorised into four groups. These
groups being; Hedonist & Perfectionist, snob, baaghn and veblenian. These categories rank from
level of self-consciousness, to importance of pagen indicator of prestige. The Veblen Effect
explains how this group of consumers makes purcti@sisions based on conspicuous value, as they
tend to purchase publicly consumed luxury produiss shows they are likely to make the purchase
to show power, status and wealth. Consumers allatrider the “Snob Effect” can be described as
individuals that search for perceived unique vadunel will purchase exclusive products in orderdo b
the first or very few who has it. They will alsocad purchasing products consumed by a general mass
of people, as it is perceived that items in limisegbply hold a higher value than items that do not.
(Vigneron & Johnson, 1999). The bandwagon effeptars that consumers that fit into this category
make purchasing decisions to fit into a social gr@nd gain a perceived social value out of
purchasing popular products within said social gratipremium prices. Research shows that people
will often conform to what the majority of the githey are a member of thinks when it comes to the
attitude of a product. Paying a premium price fpr@duct can act as a way of gaining acceptance,
due to the pressure placed on them by their p&besHedonic effect can be described as a certain
group of people whose purchasing decisions araffetted by the status and exclusivity gained by
purchasing a product at a premium, nor susceptiltlee fear of being left out and peer pressure.
Consumers who fit into this category base theicpasing decisions on a perceived emotional value,
and gain intangible benefits such as sensory pleaaasthetic beauty and excitement. Consumers of
this type have a higher interest on their own vefi. (Vigneron & Johnson, 1999). The last
category on Vigneron and Johnson’s figure of “RgesSeeking Consumer Behaviours” is the
perfectionism effect. Prestige brands are expectstiow high quality, and it's this reassurancéhef
highest quality that can actually enhance the vafube product. According to this effect, thosatth

fit into this group value the prestige’s brand$i&we a superior quality and higher performance than
other similar brands. Research has indicated thatwmer’s perceive quality of a product to be
relational to its price. Consumers often believegh price of a product indicates a higher level of
quality.

Even though it is suggested that high prices seemake certain products more desirable, consumers
that fall in this category have their own perceptd quality and make decisions based upon their
own judgement. They may also use the premium fscan indicator of the products level of quality.
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Price sensitivity and consumer psychology

In their book,The Strategy and Tactics of Pricinbhomas Nagle and Reed Holden outline nine laws
or factors that influence how a consumer percesvgien price and how price-sensitive s/he is yikel
to be with respect to different purchase decisions:

Reference price effectBuyer’s price sensitivity for a given product iaases the higher the
product’s price relative to perceived alternativiesrceived alternatives can vary by buyer
segment, by occasion, and other factors.

Difficult comparison effect Buyers are less sensitive to the price of a knbmore reputable
product when they have difficulty comparing it tot@ntial alternatives.

Switching costs effectThe higher the product-specific investment a louigest make to switch
suppliers, the less price sensitive that buyerhismchoosing between alternatives.

Price-quality effect Buyers are less sensitive to price the morehiudter prices signal higher
quality. Products for which this effect is partialy relevant include: image products,
exclusive products, and products with minimal cieegjuality.

Expenditure effect Buyers are more price sensitive when the expaoseunts for a large
percentage of buyers’ available income or budget.

End-benefit effect The effect refers to the relationship a givencpase has to a larger overall
benefit, and is divided into two parts:

Derived demand The more sensitive buyers are to the price oktigbenefit, the more
sensitive they will be to the prices of those prduhat contribute to that benefit.

Price proportion cost The price proportion cost refers to the percénihe total cost of
the end benefit accounted for by a given compotieithelps to produce the end
benefit (e.g., think CPU and PCs). The smallemfilken components share of the
total cost of the end benefit, the less sensitiwgebs will be to the component's price.

Shared-cost effect The smaller the portion of the purchase priceglbsiynust pay for themselves,
the less price sensitive they will be.

Fairness effect Buyers are more sensitive to the price of a pcodinen the price is outside the
range they perceive as “fair’ or “reasonable” gitlea purchase context.

Framing effect Buyers are more price sensitive when they peecttig price as a loss rather than
a forgone gain, and they have greater price seitgitvhen the price is paid separately rather
than as part of a bundle.

Approaches

Pricing is the most effective profit lever. Priciogn be approached at three levels: the industry,
market, and transaction level.

Pricing at the industry level focuses on the ove@bnomics of the industry, including supplier
price changes and customer demand changes.
Pricing at the market level focuses on the competfiosition of the price in comparison to the
value differential of the product to that of comgtire competing products.
Pricing at the transaction level focuses on mangtiie implementation of discounts away from
the reference, or list price, which occur both od aff the invoice or receipt.
A "price waterfall" analysis helps businesses aldsspersonnel to understand the differences which
arise between the reference or list price, theigagsale price and the actual price paid by a
customer taking account of contract, sales and payiscounts.

Pricing mistakes
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Many companies make common pricing mistakes. Bemstein's articl&se Suppliers' Pricing
Mistakes outlines several sales errors, which include:

Weak controls on discounting (price override)

Inadequate systems for tracking competitors' gefhimces and market share (Competitive
intelligence)

Cost-plus pricing

Price increases poorly executed

Worldwide price inconsistencies

Paying sales representatives on sales volume @#icadof revenue measures

CHECK YOUR PROGRESS

Explain the concepts of ‘pricing’ as used in mairige
Elaborate on the objectives of pricing.

Discuss the concept of ‘pricing strategies’'.
Explain at least five of the various pricing tastic

Explain the pricing tactics of Multidimensional girig.
Explain the pricing tactics of Micromarketing.
Explain the pricing tactics of Demand-based pricing
Elaborate the nine laws or factors that influeno® la consumer perceives a given price as espqused
by Thomas Nagle and Reed Holden.

4.06 WHAT IS DISTRIBUTION IN BUSINESS?

Distribution (or place) is one of the four elements of the marketing rDilstribution is the process
of making a product or service available for thastoner or business user that needs it. This can be
done directly by the producer or service provigensing indirect channels with intermediaries.

The other three parts of the marketing mix are pcodoricing, and promotion.

Distribution strategies

Prior to designing a distribution system, the plmmeeds to determine what the distribution channel
is to achieve in broad terms. The overall apprdadhstributing products or services depends on a
number of factors including the type of producpesally perishability; the market served; the
geographic scope of operations and the firm's divaiasion and vision. The process of setting out a
broad statement of the aims and objectives oftallision channel is a strategic level decision.
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Fig 4.16: In an intensive distribution approachetmarketer relies on chain stores to reach broad
markets in a cost efficient manner

Strategically, there are three approaches to bligtan:

Mass distribution

Selective distribution

Exclusive distribution
Intensive distribution(also known asnass distributiopnWhen products are destined for a mass
market, the marketer will seek out intermediaried tippeal to a broad market base. For example,
shack foods and drinks are sold via a wide valétyutlets including supermarkets, convenience
stores, vending machines, cafeterias and otheeschibice of distribution outlet is skewed towards
those than can deliver mass markets in a costezfficmanner.

Selective distributionA manufacturer may choose to restrict the numbeutets handling a
product. For example, a manufacturer of premiuratetal goods may choose to deal with
department stores and independent outlets thatroaitde added value service level required to
support the product. Dr Scholl orthopedic sandalsexample, only sell their product through
pharmacies because this type of intermediary stppioe desiretherapeuticpositioning of the
product. Some of the prestige brands of cosmetidsskincare, such as Estee Lauder, Jurlique and
Clinique, insist that sales staff are trained te e product range. The manufacturer will onlg\all
trained clinicians to sell their products.

Exclusive distributionin an exclusive distribution approach, a manufestahooses to deal with one
intermediary or one type of intermediary. The adaga of an exclusive approach is that the
manufacturer retains greater control over theifigion process. In exclusive arrangements, the
distributor is expected to work closely with themagacturer and add value to the product through
service level, after sales care or client suppamtises. The most common type of exclusive
arrangement an agreement between a supplier atdiler granting the retailer exclusive rights
within a specific geographic area to carry the fiepp product.
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[Type || Definition |

Intensive The producer's products are stocked in the majofibutlets. This strategy is
distribution |[common for basic supplies, snack foods, magazineésaft drink beverages.

Means that the producer relies on a few intermadido carry their product. This
strategy is commonly observed for more specialigantis that are carried through
specialist dealers, for example, brands of crafistaor large appliances.

Means that the producer selects only very few inégliaries. Exclusive distribution
Exclusive occurs where the seller agrees to allow a singelee the right to sell the
distribution ||manufacturer's products. This strategy is typi€&lxury goods retailers such as
Gucci.

Selective
distribution

Channels and intermediaries

Fig 4.17: A wholesale fish market at Haikou, NewtPo

Distribution of products takes place by means @fitiels to become available on markets, in stores or
in web-shops. Channels are sets of interdependganiaers (called intermediaries) involved in

making the product available for consumption to-asdr. This is mostly done by merchants or
distributors, or in international context by impeard.

Fig 4.18: Harrod's food hall - a major retailer inondon
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Typical intermediaries involved in distribution lade:

Wholesaler: A merchant intermediary who sells dhit retailers, other merchants, or industrial,
institutional, and commercial users mainly for fesa business use. Wholesalers typically
sell in large quantities. (Wholesalers, by defontido not deal directly with the public).

Retailer: A merchant intermediary who sells ditecthe public. There are many different types
of retail outlet - from hypermarts and supermarketsmall, independent stores.

Agent: An intermediary who is authorised to actdqgorincipal in order to facilitate exchange.
Unlike merchant wholesalers and retailers, agemtsad take title to goods, but simply put
buyers and sellers together. Agents are typicallg pia commissions by the principal. For
example, travel agents are paid a commission efmard5% for each booking made with an
airline or hotel operator.

Jobber: A jobber is a special type of wholesalggically one who operates on a small scale and
sells only to retailers or institutions. For examphck jobbers are small independent
wholesalers who operate from a truck, supplyingvearence stores with snack foods and
drinks on a regular basis.

Channel design

Levels of a Distribution Channel

Dption 1: Zero Levels (Direct distribution)

Dption 2: One Level

Manufacturer Customer

Dption 3: Two Levels

Manufacturer Retailer Customer

Fig 4.19: Different types of distribution systems

A firm can design any number of channels they meq@hannels can be distinguished by the number
of intermediaries between producer and consuméhnele are no intermediaries then this is known as
a zero-level distribution system or direct markgtiA level one channel has a single intermediary.
This flow is typically from manufacturer to retail® consumer, but may involve other types of
intermediaries. In practice, distribution systemsgderishable goods tend to be shorter - direct or
single intermediary. In other cases, distributigstems can become quite complex involving many
levels and different types of intermediaries.

BHM303/HTS604: Marketing Services Page 260



Channel mix

In practice, many organizations use a mix of défgrchannels; in particular, they may complement a
direct sales-force who typically call on larger tounsers with agents who cover the smaller customers
and prospects. In addition, online retailing oroeamerce is leading to disintermediation. Retailing
via smartphone or m-commerce is also a growing. area

Managing channels

The firm's marketing department needs to desigmibst suitable channels for the firm's products,
then select appropriate channel members or inteamesl. The firm needs to train staff of
intermediaries and motivate the intermediary tbteel firm's products. The firm should monitor the
channel's performance over time and modify the ocbbio enhance performance.

Channel motivation

To motivate intermediaries the firm can use positictions, such as offering higher margins to the
intermediary, special deals, premiums and allowsh@eadvertising or display. On the other hand,
negative actions may be necessary, such as thimgtercut back on margin, or hold back delivery of
product.

Channel conflict

Channel conflict can arise when one intermediagt®ns prevent another intermediary from
achieving their objectives. Vertical channel cartfbccurs between the levels within a channel and
horizontal channel conflict occurs between interiaees at the same level within a channel.

CHECK YOUR PROGRESS

Explain the concept of distribution in business.

Describe the various strategies of distribution.

Discuss the concept of channels in context toidigion in a business.
Discuss the concept of intermediaries in contexlistribution in a business.

Explain the various ways in which the channelsnaiseed.

Explain the various ways in which the channelsraa@aged.

4.07 END QUESTIONS

1. Describe the concept of product in marketing.
2. Explain the various schemes of classification aidpict.
3. Elaborate the concept 8kpinwall Classification System for products.
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.
31.

Describe the concept of product models.

Describe the concept of product lifecycle managertfeloM) in marketing.

Explain the various forms of product lifecycle mgament (PLM).

Explain the various benefits of product lifecyclamagement (PLM).

Elaborate the various areas of product lifecycleagament (PLM).

Explain the various development process under mtddacycle management (PLM).

. Explain the various technologies used corresponttirige various development process

under product lifecycle management (PLM).

Explain the importance of ‘Imagine, specify, plamovate’ during the ‘Conceive’ phase of
product lifecycle management (PLM).

Explain the importance of ‘Describe, define, depel@st, analyze and validate’ activities
during the ‘Design’ phase of product lifecycle mgeent (PLM).

Explain the importance of ‘Manufacture, make, budcbcure, produce, sell and deliver’
activities during the ‘Realize’ phase of produfddiycle management (PLM).

Explain the importance of ‘Use, operate, maintaupport, sustain, phase-out, retire, recycle
and disposal’ activities during the ‘Service’ phas@roduct lifecycle management (PLM).
Explain the importance of ‘Communicate, manageaildborate’ activities during all the
phase of product lifecycle management (PLM).

Elaborate on the concept of Concurrent engineevioiggflow as used in product lifecycle
management (PLM).

Elaborate on the concept of Bottom—up design ad imsproduct lifecycle management
(PLM).

Elaborate on the concept of Top—down design as inggabduct lifecycle management
(PLM).

Elaborate on the concept of Both-ends-against-tiskeHm design as used in product lifecycle
management (PLM).

Elaborate on the concept of Front loading desighvaorkflow as used in product lifecycle
management (PLM).

Elaborate on the concept of Product and processylife management (PPLM) as used in
product lifecycle management (PLM).

Explain the five long-term objectives for produéétycle management (PLM) proposed by
Malakooti .

Explain the concepts of ‘brand’ and ‘branding’ a&d in marketing.

Elaborate on the concept of ‘brand equity’.

Discuss the concept of ‘corporate brand identity’.

Discuss the various elements of a brand.

Explain the various brand touch points during puechase, pos-purchase and purchase
phases.

Discuss the traditional (Shannon-weaver) modebafimunication to explain brand
communication.

Discuss the relationship between trade mark anadora

Describe at least five styles of brand names.

Elaborate the concept of visual brand identity.
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32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

42.
43.
44,
45,
46.
47.

Discuss the various branding strategies.

Discuss four elements in building iconic brand adew to Holt.

Explain the concepts of ‘pricing’ as used in mairkgpt

Elaborate on the objectives of pricing.

Discuss the concept of ‘pricing strategies’.

Explain at least five of the various pricing tastic

Explain the pricing tactics of Multidimensional gng.

Explain the pricing tactics of Micromarketing.

Explain the pricing tactics of Demand-based pricing

Elaborate the nine laws or factors that influenoe la consumer perceives a given price as
espoused by Thomas Nagle and Reed Holden.

Explain the concept of distribution in business.

Describe the various strategies of distribution.

Discuss the concept of channels in context toidigion in a business.
Discuss the concept of intermediaries in contexlistribution in a business.
Explain the various ways in which the channelsnaibeed.

Explain the various ways in which the channelsraa@aged.

4.08 REFERENCES AND FURTHER READING
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https://en.wikipedia.org/wiki/Product_lifecycle
https://en.wikipedia.org/wiki/Brand
https://en.wikipedia.org/wiki/Pricing
https://en.wikipedia.org/wiki/Distribution_(busirgs
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