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Transfer money from profitable to support unprofitable business. 
- in a business, companies will have both profitable and unprofitable
business. 


1) Create a new product  
Sell a new product 
The features, price
Distribution strategy
Strategic issues
People will respond to this concept. 
How do you respond to competitors 

2) Existing Product
Improve on performance
Change price
How to react on competitors response to the change. 


Contents of Marketing Plan 
Executive summary 
Current Marketing Situation
SWOT analysis Strength, weakness, opportunity, and threat 
Objectives and issues
Marketing Strategy
Action Program
Budgets 
Control 

3rd edition – pg. 75 
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*continuation from week 4

Motivation
Create motive or drive to seek satisfaction of the need. 
You give the desire, so when you sell something, give them the reason to desire it. 
Ex. Selling a fax machine why would you tell a customer to buy the more expensive one? – Let them know the benefits of it. 

Perception: 
Customers always use their pasts experience or their friends to interpreted what they see = it’s distorted. Customer’s perspective 
Selective attention: You must make sure that your product catches the customers attention
Futureshop etc. When they catch the customers attention, they have signage at the front of the store to catch a customers attention. 
Selective distortion: 
Selective retention: 
When they select the stimuli, some they’ll remember some they won’t. 
1) They are unique 
Ex. You just finished high school, you took specific subjects. The subjects you didn’t do so well on, you will probably remember it. 
2) You show a customer again and again? 
Ex. A movie theatre, flashed “eat popcorn” “drink soda” flashed it really quickly that our eyes didn’t see it. But he flashed it ever 5 seconds. Our eyes do not see it, our brain saw it, and it took it. Brainwash, they will accept this subconsciously. 
If we show a commercial numerous times, they will remember it. This is how they perceive all products, they are easily brainwashed. 
Perceptual threshold
If you change your product, only a little bit, customers will not notice. 
Reference price: You have something to compare with. 
Ex. A: Regular price is $2550.99 and goes on sale for $1999.99
Store B: Regular price is $1999.99
Quality cue: 
We look at the price tag determine the quality. Higher price = better quality
Country of orgin: 
Buying from china vs. America

Sigmund Freud: 
A humans being brain consist of 3 components, they determine the person’s personality. 
Id: basic source of inner energy directed at avoiding pain and obtaining pleasure
Take money from the bank
Answer the phone
Superego: Moral side of the psyche – only human beings have it.
Don’t take money from the bank.
Don’t answer the phone
Ego: conscious mediator between the id and superego
Selective 

*Week 5
Case study: P&G

Need to take up shelf space 
They want different options, they want a certain product for their own needs. 
Ex. Tide = greasy stain
Cheer = the colour
Bold = fabric softener
Gain = smell
Febreeze = covers odors. 
Different groups have different needs.
Certain brands can go for high income family, middle, or low 
Sony: Innovation
Sanyo: Cheaper price 
Classify market
Decide which you want to take
You must convince the customers or a certain image. 
What is apple’s image? 
What’s samsung image? 

Major Segment Variables 
Age: Older people vs. Younger people 
Income: Ex. Banana Republic, Gap, Old Navy 
Benefits: 
Gender: Girls vs. Guys, what they use. 
Education: Some books for high school, children, and university students.
When we classify the market, doesn’t mean that customers are everywhere. 
Ex. Television
Sometimes all the customers are in the one segments. 
The other segments are vacant. 
Homogeneous: on one place – When the industry is new, take this segment. First the product is expensive. The suppliers knowledge is very limited. 
Ex. In tv, the time it was like this was when it first came out. 
Diffused: they are in every place 
Growing stage. 
Clustered: Customers are everywhere
Low, high, medium income all are buying tv. = mature stage 
Differentiation
Reduce price competition within an industry. 
Ex. Sanyo reduce price, they will get customers from the middle class. Sony, doesn’t reduce price, because the small company cannot compete anywhere in the market. They can only focus in their own segment. 
- Concentration of forces: concentrate its forces at a point where opponent’s forces are weakest. 
- When the volume increases the cost decreases. 


Cost of segmentation
Product modification costs
Manufacturing costs
Administrative costs
Inventory costs
Promotion costs

Segmentation: Economies of scale make product variety
Philips cut down their product from 7 to 2
If your curve is like this …







Don’t do segmentation, you will be killed easily. When your volume increases the cost goes down. 
If your curve is like this … 






Segmentation 
Should you do it? 
Price competition
Customers need 
Economies of scale 
When you choose a segments, you set up barriers, otherwise, your competitors will break through it and take your customers. 
How do you determine whether you can make money?
Can you set up barriers? 
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[bookmark: _GoBack]3 questions
2 concept question – 25%, 25%
What is segmentation?
If you use it, what benefits do you get and problem?
A short page to read, apply, one concept. 50%
Apply this concept to the case. 
Ex. A company killed by the competitor, why was this company killed? 
Cost too high, didn’t segment their market etc. 

Which concept? 
Competitive advantages
Porter – week 2 slides
Cost leadership – walmart
Differentiation – Mercedes
Focus – focus on one, leadership or differentiation 
Cost, not the lowest, and not the best quality = you are stuck in the middle
Cost Leadership – risk
Differentiation – risk 






Boston consulting group approach
Chapter 2, in the textbook
Form of research (observation, survey, focus group)
Chapter 5, in the textbook
Watch the video, 3 types of research. 
Focus group, you discuss in great details
In the textbook they talk about a lot, but one 3 will be tested.
Observation
Survey
Focus group
Tell what the 3 forms of research, and know the difference. 
Consumer buying behavior (motivation & perception)
Chapter 6, in the textbook
Only motivation and perception will be tested. 
3 steps
Selective x 3 
Consumer buying behavior (buyer decision process)
Chapter 6
How a customers comes to the decision to buy a product. 
Customer realized their need
Go to market to get info
They check the information/evaluate the alternatives
Then buy product
They can either buy again or not. 

Pages for 2nd edition
Boston: 49
Form of research: 213 - 219
Consumer buying behaviour (motivation & Perception): Chapter 4 pg. 117-119
Consumer buying behaviour (buyer decision process): 125-128
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