MGMA01 Midterm Notes

Chapter 1

What is marketing?

· The process by which companies create value for customers and build strong customer relationships in order to capture value from customers in return.
· Managing profitable customer relationships.
· Goal of marketing: to attract new customers by promising superior value and to keep and grow current customers by delivering satisfaction, to make selling unnecessary.
· Massive network of people and activities competing for your attention and purchases.
· Satisfying consumer needs, developing products that create customer value and prices, distributes and promotes effectively and ethically. 
· Creating and exchanging value.

The Marketing Process—

1. Understand needs and wants of marketplace.
2. Design market-driven strategy.
3. Construct marketing program that delivers value.
4. Build relationships and customer value.
5. Capture value from customers in return to create profits (reaping the rewards). 

Need: states of felt deprivation, basic needs such as food, clothing, warmth, safety, affection, belonging, knowledge etc. Basic part of the human makeup.
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Want: form that human needs take when they are shaped by culture and individual personality. 

Demand: human wants that are backed by buying power. 

Marketing offering: some combination of products, services, information, or experiences offered to a market to satisfy a need or want. How needs and wants are fulfilled. 

Marketing myopia: the mistake of paying more attention to the specific products a company offers than to the benefits and experiences produced by these products. 

Exchange: act of obtaining a desired object from someone by offering something in return. 

Market: the set of all actual and potential buyers of a product or service. These buyers share a particular need or want that can be satisfied through exchange relationships. 

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

Market segmentation: dividing the market into segments of customers. 

Target marketing: selecting which segments to go after.

The Production Concept—

· The idea that customers will favour products that are available and highly affordable and that the organization should therefore focus on improving production and distribution efficiency. 
· Ex. Lenovo—highly competitive, price sensitive Chinese PC market, has low labour costs, high production efficiency, and mass distribution. 
· Can lead to market myopia—run a major risk of focusing too narrowly on their own operations and losing sight of the real objective (to satisfy customer needs and build customer relationships). 

The Product Concept—

· The idea that consumer will favour products that offer the most in quality, performance, and innovative features and that the organization should therefore devote its energy to making continuous product improvements. 
· Can also lead to a marketing myopia. 
· Ex. A mousetrap—buyers may be looking for a better solution to a mouse problem, but not necessarily a better mousetrap. Won’t sell unless its designed, packaged, priced effectively, as well as convince buyers it’s a better product. 

The Selling Concept—

· The idea that consumers will not buy unless it undertakes a large-scale selling and promotion effort.
· [bookmark: _GoBack]Typically practiced with unsought goods, such as insurance or blood donations.
· Aggressive selling = high risks. Focuses on creates sales transactions rather than on building long-term profitable customer relationships. 
· The aim: sell what the company makes rather than making what the market wants. 
· Inside-out perspective—existing products matched with customers. 


The Marketing Concept—

· A philosophy that hold that achieving organizational goals depends on knowing the needs and wants of target markets and delivering the desired satisfactions better than competitors do.
· Customer focus and value = sales and profits. 
· Customer-centred rather than product centred. 
· Goal is to find right products for your customers, not the right customers for your products. 
· Outside-in perspective—customer needs are considered when making the product. 

The Societal Marketing Concept—

· The idea that a company’s marketing decisions should consider consumers’ wants, the company’s requirements, consumers’ long-run interests and society’s long-run interests. 
· Questions whether the marketing concept overlooks possible conflicts between consumers short-run wants and long-run welfare. 
· Holds that marketing strategy should deliver value that maintains or improves both consumers’ and society’s well-being. 
· Calls for sustainable marketing. 
· Benefits the society, consumers and the company short-term and long-term. 

Customer relationship marketing: the overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction. Most important concept and modern marketing. 

Customer-perceived value: the customer’s evaluation of the difference between all benefits and all costs of a marketing offer relative to those of competing offers. 

Customer satisfaction: the extent to which a product’s perceived performance matches a buyer’s expectations. 

Partner relationship management: working closely with partners in other company departments and outside the company to jointly bring more value to customers. 

Customer lifetime value: the value of the entire stream of purchases that the customer would make over a lifetime of patronage. 

Economics of Loyalty
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Customer equity: the total combined customer lifetime values of all of the company’s current and potential customers. It is a measure of the future value of the company’s customer base. More loyal customers = higher customer equity. 


Classifying customers—

Strangers: low potential profitability and little projected loyalty. Little fit between company offerings and their needs. Not worth an investment. 

Butterflies: potentially profitable, but not loyal. Good fit between company offerings and their needs. Enjoyed for a short while and then they’re gone. 

True friends: both profitable and loyal. Strong fit between their needs and the company’s offerings. The firm wants to make investments to delight these customers and nurture, retain, and grow them.

True believers: those who come back regularly and tell other about their good experiences with the company. 

Barnacles: highly loyal, but not profitable. Limited fit between their needs and company offerings. Create drag, most problematic customers. 


Internet: vast public web of computer networks that connects users of all types all around the world to each other and to an amazingly large information repository. 

































Chapter 2

Strategic planning

· The process of developing and maintaining a strategic fit between the organization’s goals and capabilities and its changing marketing opportunities. 
· The game plan for long-run survival and growth given its specific situations, opportunities, objectives and resources. 
· Sets the stage for the rest of planning in the firm. 
· Purpose: to find ways in which the company can best use its strengths to take advantage of attractive opportunities in the market.

Steps: 

1. Define company mission.
2. Set company objectives and goals.
3. Design business portfolio.
4. Plan marketing and other functional strategies. 

Mission statement: a statement of the organization’s purpose—what it wants to accomplish in the larger environment. Acts as an “invisible hand” that guides people in the organization. Should be market oriented and satisfy customer needs. 

Business portfolio: the collection of businesses and products that make up the company. 
· Best one = the one that fits the company’s strengths and weaknesses to opportunities in the environment. 

Steps: 

1. Analyze its current business portfolio; determine which businesses should receive more, less, or no investment. 
2. Shape the future portfolio by developing strategies for growth and downsizing. 

Portfolio analysis: the process by which management evaluates the products and businesses that make up the company. The company will want to put strong resources into its more profitable businesses and phase down or drop its weaker ones. 

Strategic business unit (SBU): key businesses that make up the company. Can be a company division, a product line within a division, or sometimes a single product or brand. 

Growth-share matrix: a portfolio planning method that evaluates a company’s SBU’s in terms of its market growth and relative market share. 

	Stars: high growth, high-share businesses/products. Need heavy investments to finance their rapid growth. Eventually, growth slows down and they become cash cows. 

Cash cows: low growth, high-share businesses/products. Established, successful SBU’s need less investment to retain market share. Produce a lot of cash that the company uses to pay bills and support other SBU’s in need of investment. 

Question marks: low-share in high-growth markets. Require a lot of cash to hold their share, let alone increase it. Either turn into stars or phase out. 

Dogs: low growth, low-share businesses/products. Might generate enough cash to maintain themselves but do not promise larges sources of cash. 




	Market penetration
	Product development 

	Market development 
	Diversification


Product/market expansion grid: a portfolio-planning tool for identifying company growth opportunities through market penetration, market development, product development, or diversification. 

		  		Existing products				New products

Existing markets 
New markets

Market penetration: company growth by increasing sales of current products to current market segments without changing the product. 

Market development: company growth by identifying and developing new market segments for current company products. 

Product development: company growth by offering modified or new products to current market segments. 

Diversification: company growth through starting up or acquiring businesses outside the company’s current products and markets. 


Value Chain: the series of internal departments that carry out value-creating activities to design, produce, market, deliver and support a firm’s products. Each department adds customer value in each step of the process.

Value delivery network: the network made up of the company, its suppliers, its distributors, and its customers who partner with each other to improve them performance of the entire system. Partnering with other members of supply chain. 

Marketing Strategy: the marketing logic by which the company hopes to create customer value and achieve profitable customer relationships.

SWOT Analysis

· Overall evaluation of the company’s strengths, weaknesses, opportunities, and threats.

Strengths: internal capabilities that may help a company reach its objectives (positive).

Weakness: internal limitation that may interfere with a company’s ability to achieve its objectives (negative).

Opportunities: external factors that the company may be able to exploit to its advantage (positive).

Threats: current and emerging external factors that may challenge the company’s performance (negative). 


Market implementation: turning marketing strategies and plans into marketing actions to accomplish strategic marketing objectives. Can gain competitive advantage. 

Marketing control: measuring and evaluating the results of marketing strategies and plans and taking corrective action to ensure that the objectives are achieved. 

	Steps: 

1. Set specific marketing goals.
2. Measure performance in the marketplace.
3. Evaluate any difference between expected and actual performance. 
4. Take corrective action to close gaps. 

Operating control: checking ongoing performance against the annual plan and taking corrective action when necessary.
· Purpose: to ensure that the company achieves the sales, profits and other goals previously set out. 

Strategic control: looking at whether the company’s basic strategies are well matched to its opportunities. 


Return on marketing investing (marketing ROI): the net return from a marketing investment divided by the costs of the marketing investment. Measures the profits generated by investments in marketing activities. 
















































Chapter 6

Consumer buyer behaviour: the buying behaviour of final consumers—individuals and households that buy goods and services for personal consumption.

Consumer market: all of the individuals and households that buy or acquire goods and services for personal consumption.

Factors Affecting Consumer Behaviour 

Cultural—

Culture: the set of basic values, perceptions, wants and behaviours learned by a new member of society from family and other important institutions. 
Subculture: a group of people with shared value systems based on common life experiences and situations. 
Social class: relatively permanent and ordered divisions of society whose members share similar values, interests and behaviours. 

Social—

Small groups: two or more people who interact to accomplish individual/mutual goals.
Family: can strong influence buyer behaviour. Family is the most important consumer buying organization in society.
Roles and status: a person belongs to many groups—family, clubs, organizations etc. Usually choose products appropriate to their roles and status. 

Personal—

Age and life-cycle stage: change the goods they purchase over time. Tastes in food, clothes, furniture and recreation are often age related. 
Occupation: blue-collar workers buy more rugged work clothes, while executives buy more business suits. 
Economic situation: changes in personal income, savings and interest rates affect store and product choice. 
Lifestyle: a person’s pattern of living as expressed in his or her activities, interests and opinions. 
Personality and self-concept: the unique psychological characteristics that distinguish a person or group. Traits such as confidence, dominance etc. influences buying behaviour. 

Psychological—

Motive (drive): a need that is sufficiently pressing to direct the person to seek satisfaction of the need. 
· Motivation research: refers to qualitative research designed to probe consumers’ hidden, subconscious motivations. 

Perception: the process by which people select, organize and interpret information to form a meaningful picture of the world. 
Learning: changes in an individual’s behaviour arising from experience. 
· A drive is a strong internal stimulus that calls for action. 
· A drive becomes a motive when it is directed toward a particular stimulus object.  
· Cues are minor stimuli that determine when, where, and how the person responds. 

Perception: the process by which people select, organize, and interpret information to form a meaningful picture of the world.
· Selective attention is the tendency for people to screen out most of the information to which they are exposed.
· Selective distortion describes the tendency of people to interpret information in a way that will support what they already believe.  
· Selective retention is the retaining of information that supports their attitudes and beliefs. 
· Subliminal advertising refers to marketing messages received without consumers knowing it. Studies find no link between subliminal messages and consumer behaviour.

Beliefs: a descriptive thought that a person has about something. 
Attitudes: a person’s relatively consistent, favourable or unfavourable evaluations, feelings, and tendencies toward an object or idea. 

Types of Buying Decision Behaviour

Complex Buying Behaviour

· Consumer buying behaviour in situations characterized by high consumer involvement in a purchase and significant perceived differences among brands. 
· Highly involved in a purchase and perceive significant differences among brands.
· Consumer has much to learn about the product category. 
· Buyer will pass through a learning process. 1st, developing beliefs, then attitudes and then making a thoughtful purchase choice. 
· Product is expensive, risky, purchased infrequently, and highly self-expressive. 
· Ex. Buying a computer, buyer does not necessarily know what attributes to consider. Brand needs to be differentiated from others, motivation to buy the actual product must occur.

Dissonance-Reducing Buying Behaviour

· Consumer buying behaviour in situations characterized by high involvement but few perceived differences among brands. 
· Product is expensive, infrequent, and risky but they see little difference among brands.
· Ex. Buying carpet, its high involvement because it’s expensive and self-expressive, but consumers still consider other brands.
· Post-purchase dissonance: after-sale discomfort. 

Habitual Buying Behaviour 

· Consumer buying behaviour in situations characterized by low consumer involvement and few significant brand differences. 
· Ex. Table salt. Little involvement and rarely any brand differences, they go to the store and reach for a brand. 
· Occurs with low-cost, frequently purchased products.
· Brand familiarity: selecting a brand because its similar. 

Variety-Seeking Buying Behaviour

· Consumer buying behaviour in situations characterized by low consumer involvement but significant brand differences. 
· Ex. Buying cookies. Consumers can choose a cookie brand without much evaluation, and then evaluate that brand during consumption. The next time, the consumer may pick another brand out of boredom or simply to try something different. 
· Brand switching occurs for the sake of variety rather than because of dissatisfaction.

The Buyer Decision Process

1. Need Recognition
· Consumer recognizes a problem or need.
· Can be triggered by internal stimuli or external stimuli. 



2. Information Search
· The consumer is aroused to search for more information; the consumer may simply have heightened attention or may go into an active information search.
· Consumers can obtain information from any of several sources:
· Personal sources (family, friends, neighbors, acquaintances). Legitimize or evaluate products for the buyer. 
· Commercial sources (advertising, salespeople, Web sites dealers, packaging, displays). Inform the buyer.
· Public sources (mass media, consumer-rating organizations, Internet searches).
· Experiential sources (handling, examining, using the product).

3. Evaluation of Alternatives
· The consumer used information to evaluate alternative brands in the choice set. 
· How consumers go about evaluating purchase alternatives depends on the individual consumer and the specific buying situation.  
· In some cases, consumers use careful calculations and logical thinking.  
· At other times, the same consumers do little or no evaluating; instead they buy on impulse and rely on intuition.

4. Purchase Decision
· Buyer’s decision about which brand to purchase.
· Will buy the most preferred brand.
· Two factors can come between the purchase intention and the purchase decision.  
· Attitudes of others.  
· Unexpected situational factors.  

5. Post-purchase Behaviour
· Consumers take further action after purchase based on their satisfaction or dissatisfaction with a purchase. 
· Cognitive dissonance: buyer discomfort caused by post purchase conflict. 

The Buyer Decision Process for New Products   

· A new product is a good, service, or idea that is perceived by some potential customers as new.   
· The adoption process is the mental process through which an individual passes from first learning about an innovation to final adoption. 
· Adoption is the decision by an individual to become a regular user of the product.

Stages in the Adoption Process  

· Consumers go through five stages in the process of adopting a new product:  
· Awareness: The consumer becomes aware of the new product, but lacks information about it.
· Interest: The consumer seeks information about the new product. 
· Evaluation: The consumer considers whether trying the new product makes sense. 
· Trial: The consumer tries the new product on a small scale to improve his or her estimate of its value.
· Adoption: The consumer decides to make full and regular use of the new product.

Individual Differences in Innovativeness  

· People differ greatly in their readiness to try new products.
· The five-adopter groups have differing values.   

1. Innovators are venturesome—they try new ideas at some risk.  
2. Early adopters are guided by respect—they are opinion leaders in their communities and adopt new ideas early but carefully.
3. The early majority are deliberate—although they rarely are leaders, they adopt new ideas before the average person.
4. The late majority are skeptical—they adopt an innovation only after a majority of people have tried it.
5. Laggards are tradition bound—they are suspicious of changes and adopt the innovation only when it has become something of a tradition itself.

Influence of Product Characteristics on Rate of Adoption  

· 5 characteristics are important in influencing an innovation’s rate of adoption.   
1. Relative advantage: the degree to which the innovation appears superior to existing products.  
2. Compatibility: the degree to which the innovation fits the values and experiences of potential consumers.
3. Complexity: the degree to which the innovation is difficult to understand or use.  
4. Divisibility: the degree to which the innovation may be tried on a limited basis.  
5. Communicability: the degree to which the results of using the innovation can be observed or described to others.











































Chapter 7

Business Buyer Behaviour

· Refers to the buying behaviour of the organizations that buy goods and services for use in the production of other products and services that are sold, rented, or supplied to others. 
· It also includes the behaviour of retailing and wholesaling firms that acquire goods for the purpose of reselling or renting them to others at a profit.

Business Buying Process

· Business buyers determine which products and services their organizations need to purchase, and then find, evaluate, and choose among alternative suppliers and brands.
· Business-to-business (B2) marketers must do their best to understand business markets and business buyer behaviour.

Business Markets 
 
· The business market is huge. In fact, business markets involve far more dollars and items than do consumer markets. 

Differences Between Consumer And Business Markets

1. Market Structure and Demand  
· The business marketer normally deals with far fewer but far larger buyers than the consumer marketer does.
· Even in large business markets, a few buyers often account for most of the purchasing.
· Business markets are more geographically concentrated. More than half the business buyers are concentrated in 8 states.
· Business demand is derived demand—it ultimately derives from the demand of consumer goods. B2B marketers sometimes promote their products directly to final consumers to increase business demand.
· Business markets have more fluctuating demand. The demand for many business goods and services tends to change more—and more quickly—than the demand for consumer goods and services does.

2. Nature of the Buying Unit  
· Compared with consumer purchases, a business purchase usually involves more decision participants and a more professional purchasing effort.  
· Often, business buying is done by trained purchasing agents who spend their working lives learning how to buy better.  
· The more complex the purchase, the more likely that several people will participate in the decision-making process.

3. Types of Decisions and the Decision Process  
· Business buyers usually face more complex buying decisions than do consumer buyers. 
· Purchases often involve large sums of money, complex technical and economic considerations, and interactions among many people at many levels of the buyer’s organization.  
· The business buying process also tends to be more formalized than the consumer buying process.
· Buyer and seller are more dependent on each other. 

Supplier Development: systematic development of networks of supplier-partners to ensure an appropriate and dependable supply of products and materials for use in making products or reselling them to others. 





Business Buyer Behaviour  

· At the most basic level, marketers want to know how business buyers will respond to various marketing stimuli.  Within the organization, buying activity consists of two major parts: the buying center and the buying decision process.

Three Major Types Of Buying Situations

1. Straight rebuy: the buyer reorders something without any modifications. It is usually handled on a routine basis by the purchasing department.
2. Modified rebuy: the buyer wants to modify the product specifications, prices, terms, or suppliers. The modified rebuy usually involves more decision participants than does the straight rebuy.
3. New task: a company buying a product or service for the first time. In such cases, the greater the cost or risk, the larger the number of decision participants and the greater their efforts to collect information will be.
4. Systems selling: many business buyers prefer to buy a packaged solution to a problem from a single seller. Instead of buying and putting all the components together, the buyer may ask sellers to supply the components and assemble the package or system. Often a key business marketing strategy for winning and holding accounts.

Participants in the Business Buying Process  

· Buying center: the decision-making unit of a buying organization. It’s all the individuals and units that participate in the business decision-making process.
· The buying center includes all members of the organization who play any of five roles in the purchase decision process.

  Users are members of the organization who will use the product or service. 
  Influencers often help define specifications and also provide information for evaluating alternatives. 
  Buyers have formal authority to select the supplier and arrange terms of purchase. 
  Deciders have formal or informal power to select or approve the final suppliers. 
  Gatekeepers control the flow of information to others.

· The buying center is not a fixed and formally identified unit within the buying organization. It is a set of buying roles assumed by different people for different purchases.
· Within the organization, the size and makeup of the buying center will vary for different products and for different buying situations.
· The buying center concept presents a major marketing challenge. The business marketer must learn who participates in the decision, each participant’s relative influence, and what evaluation criteria each decision participant uses.
· The buying center usually includes some obvious participants who are involved formally in the buying process. It may also involve less obvious, informal participants, some of whom may actually make or strongly affect the buying decision. Sometimes, even the people in the buying center are not aware of all the buying participants.

Major Influencers on Business Buyers

Environmental Factors

· Business buyers are heavily influenced by factors in the current and expected economic environment, such as the level of primary demand, the economic outlook, and the cost of money. 
· An increasingly important environmental factor is shortages in key materials. Many companies are now more willing to buy and hold larger inventories of scarce materials to ensure adequate supply.  
· Business buyers also are affected by technological, political, and competitive developments in the environment.
· Culture and customs can strongly influence business buyer reactions to the marketer’s behaviour and strategies, especially in the international marketing environment.



Organizational Factors  

· Each buying organization has its own objectives, policies, procedures, structure, and systems, and the business marketer must understand those factors as well.

Interpersonal Factors  

· The buying center usually includes many participants who influence each other; so interpersonal factors also influence the business buying process. It is often difficult to assess such interpersonal factors and group dynamics.  

Individual Factors  

· Each participant in the business buying-decision process brings in personal motives, perceptions, and preferences. These individual factors are affected by personal characteristics such as age, income, education, professional identification, personality, and attitudes toward risk.


The Business Buying Process  

· Buyers who face a new-task buying situation usually go through all stages of the buying process.  Buyers making modified or straight rebuys may skip some of the stages.

1. Problem Recognition: the first stage of the business process in which someone in the company recognizes a problem or need that can be met by acquiring a specific good or a service.

2. General need description: the stage in the business buying process in which a buyer describes the general characteristics and quantity of a needed item.

3. Product Specification: the stage of the business buying process in which the buying organization decides on and specifies the best technical product characteristics for a needed item. 

4. Supplier search: the stage of the business buying cycle in which the buyer tries to find the best vendors.

5. Proposal solicitation: the stage of the business buying process in which the buyer invites qualified suppliers to submit proposals. 

6. Supplier selection: the stage of the business buying process in which the buyer reviews proposals and selects a supplier or suppliers.

7. Order-routine specification: the stage of the business buying process in which the buyer writes the final order with the chosen supplier or suppliers, listing the technical specifications, quantity needed, expected time of delivery, return policies and warranties. 

8. Performance review: the stage of the business buying process in which the buyer assesses the performance of the supplier and decides to continue, modify or drop the arrangement. 


E-Procurement: Buying on the Internet 

· Electronic purchasing (E-procurement) has grown rapidly in recent years. It is now standard procedure in most companies.   
· E-procurement gives buyers access to new suppliers and lower purchasing costs, and hastens order processing and delivery. In turn, business marketers can connect with customers online to share marketing information, sell products and services, provide customer support services, and maintain ongoing customer relationships.  
· Companies can conduct reverse auctions or engage in online trading exchanges.
· Companies can also conduct e-procurement by setting up their own company buying sites or by setting up extranet links with key suppliers.

Institutional and Government Markets

Institutional market: Schools, hospitals, nursing homes, prisons and other institutions that provide goods and services to people in their care. 
· Characterized by low budgets and captive patrons.

Government market: government units—federal, provincial or territorial, and municipal—that purchase or rent goods and services carrying out the main functions of government. 
· Offer large opportunities for big and small companies. 
· Major buyer of goods and services.
· Typically require suppliers to submit bids, and normally they award the contract to the lowest bidder. In some cases, the government unit will make allowance for the supplier’s superior quality or reputation for completing contracts on time.
· Tend to favor domestic suppliers over foreign suppliers.
· Government buyers are affected by environmental, organizational, interpersonal, and individual factors.
· One unique thing about government buying is that it is carefully watched by outside publics, ranging from Congress to a variety of private groups interested in how the government spends taxpayers’ money. 
· Because they’re spending decisions are subject to public review, government organizations require considerable paperwork from suppliers, who often complain about excessive paperwork, bureaucracy, regulations, decision-making delays, and frequent shifts in procurement personnel. 
· Most governments provide would-be suppliers with detailed guides describing how to sell to the government.
· Non-economic criteria also play a growing role in government buying:
· Government buyers are asked to favor depressed business firms and areas; small business firms; minority-owned firms; and business firms that avoid race, gender, or age discrimination. 
· Many firms that sell to the government have not been marketing oriented. 
· Total government spending is determined by elected officials rather than by any marketing effort to develop this market.
· Government buying has emphasized price, making suppliers invest their effort in technology to bring costs down. 
· When the product’s characteristics are specified carefully, product differentiation is not a marketing factor. 
· Nor do advertising or personal selling much matter in winning bids on an open-bid basis.




















Chapter 3

A company’s marketing environment consists of the actors and forces outside marketing that affect marketing management’s ability to build and maintain successful relationships with target customers. 

The microenvironment consists of the actors close to the company that affect its ability to service its customers.  
The macroenvironment consists of larger societal forces that affect the microenvironment.

The Microenvironment

· Marketing management’s job is to build relationships with customers by creating customer value and satisfaction.

The Company  

· All the interrelated groups form the internal environment. All groups should work in harmony to provide superior customer value and relationships.  

Suppliers  

· Suppliers provide the resources needed by the company to produce its goods and services.
· Marketing managers must watch supply availability—supply shortages or delays, labor strikes, and other events can cost sales in the short run and damage customer satisfaction in the long run. 
· Marketing managers monitor the price trends of their key inputs. 

Marketing Intermediaries

· Marketing intermediaries help the company to promote, sell, and distribute its products to final buyers. 
· Resellers are distribution channel firms that help the company find customers or make sales to them. These include wholesalers and retailers.
· Physical distribution firms help the company to stock and move goods from their points of origin to their destinations.
· Marketing services agencies are the marketing research firms, advertising agencies, media firms, and marketing-consulting firms that help the company target and promote its products to the right markets.
· Financial intermediaries include banks, credit companies, insurance companies, and other businesses that help finance transactions or insure.
· Marketers recognize the importance of working with their intermediaries as partners rather than simply as channels through which they sell their products. 

Competitors  

· Marketers must gain strategic advantage by positioning their offerings strongly against competitors’ offerings in the minds of consumers.  No single competitive marketing strategy is best for all companies.

Publics  

· A public is any group that has an actual or potential interest in or impact on an organization’s ability to achieve its objectives. 

Types of Publics

· Financial publics influence the company’s ability to obtain funds.
· Media publics carry news, features, and editorial opinion.
· Government publics, management must take government developments into account.
· Citizen-action publics, a company’s marketing decisions may be questioned by consumer organizations, environmental groups, etc.
· Local publics include neighborhood residents and community organizations.
· General public, the general public’s image of the company affects it’s buying.
· Internal publics, include workers, managers, volunteers, and the board of directors.

Customers  

· Five types of customer markets. The company may target any or all of these five markets.  

1. Consumer markets: individuals and households that buy goods and services for personal consumption.
2. Business markets: buy goods and services for further processing or for use in their production process.
3. Reseller markets: buy goods and services to resell at a profit.
4. Government markets: made up of government agencies that buy goods and services to produce public services.
5. International markets: buyers in other countries, including consumers, producers, resellers, and governments.

The Macroenvironment

Demography: the study of human populations in terms of size, density, location, age, gender, race, occupation, and other statistics. It involves people, and people make up markets.

Baby-boomers: the 9.8 million Canadians during the baby boom following WWII and lasting until the mid 1960’s. 

Generation X is known so because it lives in the shadow of boomers and lacks obvious distinguishing characteristics. This generation consists of 49 million born between 1965 and 1976.

Generation Y is also called echo boomers. Born between 1977 and 1994, these children of the baby boomers now account for approximately 20 percent of the Canadian population.
· They are characterized as being impatient, skeptical, and highly mobile.  They are utterly comfortable with computer, digital and Internet technologies. 
· About 50 percent of the Gen Y has access to the Internet and more than 50 percent of teens 12-17 years of age own a mobile phone.


The Changing Canadian Family   

· The “traditional household” consists of a husband, wife, and children (and sometimes grandparents).  Some interesting trends have been identified from the 2006 census.   
· About 43.5% of young Canadians aged 20-29 now live with their parents.   
· There are 8.9 million families in Canada, but fewer have children than in the past. In fact there are now more families without children than with.  
· One-person households and couples without children grew more than twice as fast as the total population, while households with children edged up only .4%.

Economic Environment  

· Consists of factors that affect consumer purchasing power and spending patterns.   

Subsistence economies: consume most of their own agricultural and industrial output.   
Industrial economies: constitute rich markets for many different kinds of goods.

Income Distribution

· Value marketing has become the watchword for many marketers. They are looking for ways to offer today’s more financially cautious buyers greater value. 
· Marketers should pay attention to income distribution as well as average income.  Income distribution is still very skewed in Canada, as all classes have not shared in prosperity. In addition, spending patterns show that food, housing, and transportation still account for the majority of consumer dollars. It is also of note that distribution of income has created a “two-tiered market” where there are those that are affluent and less affluent. 

Classes of consumers include:  

Upper class: spending patterns are not affected by current economic events and who is a major market for luxury goods.  

Middle class: somewhat careful about its spending but can still afford the good life some of the time.

Working class: must stick close to the basics of food, clothing, and shelter and must try hard to save.  

Under class: (persons on welfare and many retirees) must count their pennies when making even the most basic purchases.

Changes in Consumer Spending

Engel’s Laws

· Differences noted over a century ago by Ernst Engel in how people shift their spending across food, housing, transportation, health care, and other goods and services categories as family income rises.
· He found that as family income rises, the percentage spent on food declines, the percentage spent on housing remains constant, and both the percentage spent on most other categories and that devoted to savings increase.
· The middle class is somewhat careful about its spending, but can still afford the good life some of the time. The working class must stick close to the basics of food, clothing, and shelter. The underclass must count their pennies when making even the most basic purchases.

Natural Environment  

· The natural environment involves the natural resources that are needed as inputs by marketers or that are affected by marketing activities.   

Trends in the natural environment:  

1. Shortages of raw materials.
2. Increased pollution.
3. Increased government intervention. 

Companies are developing strategies and practices that support environmental sustainability.

Technological Environment

· The technological environment is perhaps the most dramatic force now shaping our destiny.   
· New technologies create new markets and opportunities. However, every new technology replaces older technology. Marketers should watch the technological environment closely.

Political and Social Environment

Legislation Regulating Business  

Governments develop public policy to guide commerce.   
Increasing Legislation.  Legislation affecting business around the world has increased steadily over the years.   

Business legislation has been enacted for a number of reasons. 

1. To protect companies from each other.
2. To protect consumers from unfair business practices.
3. To protect the interests of society against unrestrained business behavior.

Changing Government Agency Enforcement

· Government agencies have discretion in enforcing laws; they can have an impact on a company’s marketing performance.

Increased Emphasis on Ethics and Socially Responsible Actions  

Socially Responsible Behavior

· Enlightened companies encourage their managers to “do the right thing.”    
· The boom in Internet marketing has created a new set of social and ethical issues.   

Cause-Related Marketing
· Many companies are now linking themselves to worthwhile causes.
· Stirs controversy.

Cultural Environment  

· The cultural environment is made up of institutions and other forces that affect a society’s basic values, perceptions, preferences, and behaviors.   

Persistence of Cultural Values  

· Core beliefs and values are passed on from parents to children and are reinforced by schools, churches, business, and government.  
· Secondary beliefs and values are more open to change.   

Shifts in Secondary Cultural Values  

· Marketers want to predict cultural shifts in order to spot new opportunities or threats.

People’s Views of Themselves: people vary in their emphasis on serving themselves versus serving others.

The Yankelovich Monitor identifies consumer segments whose purchases are motivated by self-views. 

Two examples: 

1. Do-It-Yourselfers—Recent Movers. 
2. Adventurers. 

People’s Views of Others: shifts in people’s attitudes toward others have been noted.  
· Trend trackers see a new wave of “cocooning.”  
 
People’s Views of Organizations: people are willing to work for major organizations and expect them to carry out society’s work.
· Many people see work as a required chore to earn money to enjoy their nonwork hours.   


People’s Views of Society: people vary in their attitudes toward their society.   

People’s Views of Nature: recently, people have recognized that nature is finite and fragile, that it can be destroyed by human activities.  
· This renewed love of things natural has created a 41-million-person “lifestyles of health and sustainability” (LOHAS) market.   The U.S. organic-food market generated $17.8 billion in sales last year, a 20 percent increase over the prior year.   

People’s Views of the Universe: religious conviction and practice have been dropping off gradually through the years.

Responding to the Marketing Environment

· Other companies take an environmental management perspective to affect the publics and forces in their environment.  
· Marketing managers should take a proactive rather than reactive approach to the marketing environment.










































Chapter 4

Sustainable Marketing

· Socially and environmentally responsible marketing that meets the present needs of consumers and businesses while also preserving or enhancing the ability of future generations to meet their needs. 

Marketing concept: recognizes that organizations thrive from day to day by deterring the current needs and wants of target group customers and fulfilling those needs and wants more effectively and efficiently than the competition.  
· It focuses on meeting the company’s short-term goals by giving customers what they want now.  
· However, satisfying consumer’s immediate needs and desires doesn’t always serve the future best interest of ether customers of the business.

Societal marketing concept: considers the future welfare of consumers.

Strategic planning concept: considers future company needs.

Sustainable marketing concept: considers both company and consumer needs. 
· Calls for socially and environmentally responsible actions that meet both the immediate and future needs of customers and the company.


Social Criticisms of Marketing

Marketing’s Impact on Individual Consumers  

· Consumer advocates, government agencies, and other critics have accused marketing of harming consumers through high prices, deceptive practices, high-pressure selling, shoddy or unsafe products, planned obsolescence, and poor service to disadvantaged consumers.

High Prices  

· Many critics charge that the American marketing system causes prices to be higher than they would be under more “sensible” systems. 

Three factors:

1. High Costs of Distribution: a long-standing charge is that greedy channel intermediaries mark up prices beyond the value of their services.  
· How do resellers answer these charges? They argue that intermediaries do work that would otherwise have to be done by manufacturers or consumers.  
 
2. High Advertising and Promotion Costs: modern marketing is accused of pushing up prices to finance heavy advertising and sales promotion.  

3. Excessive Markups: critics charge that some companies mark up goods excessively.

Deceptive Practices  

Three groups:

1. Pricing
2. Promotion
3. Packaging.



Deceptive pricing includes practices such as falsely advertising “factory” or “wholesale” prices or a large price reduction from a phony high retail list price.   

Deceptive promotion includes practices such as misrepresenting the product’s features or performance or luring the customers to the store for a bargain that is out of stock.    

Deceptive packaging includes exaggerating package contents through subtle design, using misleading labeling, or describing size in misleading terms.

“Puffery” is defined as innocent exaggeration for effect.   

High-Pressure Selling  

· Marketers have little to gain from high-pressure selling.   
· Such tactics may work in one-time selling situations for short-term gain. However, most selling involves building long-term relationships with valued customers.

Shoddy, Harmful, or Unsafe Products 
 
Typical product complaints: 
 
  Products are not made well and services are not performed well.  
  Many products deliver little benefit, or that they might even be harmful.  
  Product safety has been a problem for several reasons, including company indifference, increased product complexity, and poor quality control.

Planned Obsolescence  

· Critics also have charged that some companies practice planned obsolescence, causing their products to become obsolete before they actually should need replacement.   
· Marketers respond that consumers like style changes; they get tired of the old goods and want a new look in fashion. Or they want the latest high-tech innovations, even if older models still work.

Poor Service to Disadvantaged Consumers  

· The marketing system has been accused of serving disadvantaged consumers poorly.   
· Critics accuse major chain retailers of “redlining,” drawing a red line around disadvantaged neighborhoods and avoiding placing stores there.  
· Critics charge that subprime loans should be treated as bias crimes. They claim that mortgage lenders have used “reverse redlining.” Instead of staying away from people in poor urban areas, they’ve targeted and exploited them.

Marketing’s Impact on Society as a Whole  

False Wants and Too Much Materialism

· Critics have charged that the marketing system urges too much interest in material possessions.   
· People are judged by what they own rather than by who they are.   
· These criticisms overstate the power of business to create needs.





Too Few Social Goods  

· Business has been accused of overselling private goods at the expense of public goods.   A way must be found to restore a balance between private and public goods.   

Options:

· Make producers bear the full social costs of their operations.
· Make consumers pay the social costs.

Cultural Pollution  

· Critics charge the marketing system with creating cultural pollution.   

Marketers answer the charges of “commercial noise” with these arguments:   

1.  Because of mass-communication channels, some ads are bound to reach people who have no interest in the product and are therefore bored or annoyed.  
2.  Ads make much of television and radio free to users and keep down the costs of magazines and newspapers.  
3.  Today’s consumers have alternatives.


Marketing’s Impact on Other Businesses  

· Critics charge that a company’s marketing practices can harm other companies and reduce competition.   Three problems are involved:

1.  Acquisitions of competitors
2.  Marketing practices that create barriers to entry
3.  Unfair competitive marketing practices

Consumer Actions To Promote Sustainable Marketing  

Consumerism  

· An organized movement of citizens and government agencies to improve the rights and power of buyers in relation to sellers.
· American business firms have been the targets of organized consumer movements on three occasions.   

1.  The first consumer movement took place in the early 1900s. It was fueled by rising prices, Upton Sinclair’s writings on conditions in the meat industry, and scandals in the drug industry.  

2.  The second consumer movement, in the mid-1930s, was sparked by an upturn in consumer prices during the Great Depression and another drug scandal. 

3.  The third movement began in the 1960s. Consumers had become better educated, products had become more complex and potentially hazardous, and people were unhappy with American institutions.

Sellers’ rights include:

· The right to introduce any product in any size and style, provided it is not hazardous to personal health or safety; or, if it is, to include proper warnings and controls.
· The right to charge any price for the product, provided no discrimination exists among similar kinds of buyers.
· The right to spend any amount to promote the product, provided it is not defined as unfair competition
· The right to use any product message, provided it is not misleading or dishonest in content or execution.
· The right to use any buying incentive programs, provided they are not unfair or misleading.

Buyers’ rights include:

· The right not to buy a product that is offered for sale.
· The right to expect the product to be safe.
· The right to expect the product to perform as claimed.

Consumer advocates call for the following additional consumer rights:

· The right to be well informed about important aspects of the product.
· The right to be protected against questionable products and marketing practices.
· The right to influence products and marketing practices in ways that will improve the “quality of life.”
· The right to consume now in a way that will preserve the world for future generations of consumers.


Environmentalism  

· Environmentalism is an organized movement of concerned citizens, businesses, and government agencies to protect and improve people’s living environment.   
· The first wave of modern environmentalism in the United States was driven by environmental groups and concerned consumers in the 1960s and 1970s.   
· The second environmentalism wave was driven by government, which passed laws and regulations during the 1970s and 1980s governing industrial practices impacting the environment.
· The third environmentalism wave is a merging of the first two waves in which companies are accepting more responsibility for doing no harm to the environment.

Pollution prevention: eliminating or minimizing waste before it is created.   

Product stewardship: minimizing not just pollution from production and product design but all environmental impacts throughout the full product life cycle, and all the while reducing costs.   

Design for environment (DFE) and cradle-to-cradle practices: practices that involve thinking ahead to design products that are easier to recover, reuse, or recycle and developing programs to reclaim products at the end of their lives.

New clean technology: many organizations that have made good sustainability headway are still limited by existing technologies. To create fully sustainable strategies, they will need to develop innovative new technologies.   

Sustainability vision: serves as a guide to the future. It shows how the company’s products and services, processes, and policies must evolve and what new technologies must be developed to get there.


Business Actions Toward Sustainable Marketing 

Sustainable Marketing Principles  

· The philosophy of sustainable marketing holds that a company’s marketing should support the best long-run performance of the marketing system.   

Enlightened marketing consists of five principles:  

1. Consumer-Oriented Marketing  
· Consumer-oriented marketing means that the company should view and organize its marketing activities from the consumer’s point of view.
· Only by seeing the world through its customers’ eyes can the company build lasting and profitable customer relationships.

2. Customer-Value Marketing 
· Customer-value marketing means the company should put most of its resources into customer value-building marketing investments.  
· By creating value for consumers, the company can capture value from consumers in return. 
 
3. Innovative Marketing 
· Innovative marketing requires that the company continuously seek real product and marketing improvements.

4. Sense-of-Mission Marketing  
· Sense-of-mission marketing means that the company should define its mission in broad social terms rather than narrow product terms.   

5. Societal Marketing  
· Societal marketing means an enlightened company makes marketing decisions by considering consumers’ wants and interests, the company’s requirements, and society’s long-run interests.

Deficient products have neither immediate appeal nor long-run benefits.

Pleasing products give high immediate satisfaction but may hurt consumers in the long run.

Salutary products have low appeal but may benefit consumers in the long run; for instance. 

Desirable products give both high immediate satisfaction and high long-run benefits.

Marketing Ethics

· Corporate marketing ethics policies are broad guidelines that everyone in the organization must follow.   
· What principle should guide companies and marketing managers on issues of ethics and social responsibility?
· One philosophy is that such issues are decided by the free market and legal system.   
· A second philosophy puts responsibility not on the system but in the hands of individual companies and managers.   
· Written codes and ethics programs do not ensure ethical behaviour.

The Sustainable Company  

· Sustainable companies are those that create value for customers through socially, environmentally, and ethically responsible actions.  
· Sustainable marketing provides the context in which companies can build profitable customer relationships by creating value for customers in order to capture value from customers in return, now and in the future.
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· To win in today’s marketplace, companies must become adapt not just in managing products, but also in managing customer relationships in the face of determined competition. 
· Building profitable customer relationships and gaining competitive advantage requires delivering more value and satisfaction to target consumers than competitors do.  
· Customers see competitive advantages as customer advantages.  

1. Competitor analysis 
· The process of identifying, assessing, and selecting key competitors.  

2. Developing competitive marketing strategies
· Strongly position the company against competitors and give it the greatest possible competitive advantage.

Competitor Analysis  

Identifying Competitors  

· At the narrowest level, a company can define its competitors as other companies offering similar products and services to the same customers at similar prices.  
· But companies actually face a much wider range of competitors. The company might define competitors as all firms making the same product or class of products.  
· Even more broadly, competitors might include all companies making products that supply the same service.
· Finally, and still more broadly, competitors might include all companies that compete for the same consumer dollars.  
· Companies must avoid “competitor myopia.” A company is more likely to be “buried” by its latent competitors than its current ones.   
· Companies can identify their competitors from the industry point of view. A company must understand the competitive patterns in its industry if it hopes to be an effective “player” in that industry.  
· Companies can also identify competitors from a market point of view. Here they define competitors as companies that are trying to satisfy the same customer need or build relationships with the same customer group.  
· In general, the market concept of competition opens the company’s eyes to a broader set of actual and potential competitors.

Assessing Competitors  

Determining Competitors’ Objective

· Each competitor has a mix of objectives.   
· The company wants to know the relative importance that a competitor places on current profitability, market share growth, cash flow, technological leadership, service leadership, and other goals.  
· Knowing a competitor’s mix of objectives reveals whether the competitor is satisfied with its current situation and how it might react to different competitive actions.  
· A company must also monitor its competitors’ objectives for various segments.

Identifying Competitors’ Strategies  

· The more that one firm’s strategy resembles another firm’s strategy, the more the two firms compete. 
· A strategic group is a group of firms in an industry following the same or a similar strategy in a given target market.  
· Some important insights emerge from identifying strategic groups. For example, if a company enters one of the groups, the members of that group become its key competitors.  Although competition is intense within a strategic group, there is also rivalry among groups.

· Some of the strategic groups may appeal to overlapping customer segments.
· The customers may not see much difference in the offers of different groups.
· Members of one strategic group might expand into new strategy segments.

Assessing Competitors’ Strengths and Weaknesses  

· Marketers need to assess each competitor’s strengths and weaknesses carefully in order to answer the critical question: 
· What can our competitors do? 
· As a first step, companies can gather data on each competitor’s goals, strategies, and performance over the last few years.
· Companies normally learn about their competitors’ strengths and weaknesses through secondary data, personal experience, and word of mouth.  
· They can conduct primary marketing research with customers, suppliers, and dealers. 
· They can benchmark themselves against other firms, comparing the company’s products and processes to those of competitors or leading firms in other industries to find ways to improve quality and performance.

Estimating Competitors’ Reactions  

· Next, the company wants to know: 
· What will our competitors do?
· A competitor’s objectives, strategies, and strengths and weaknesses go a long way toward explaining its likely actions. 
· They also suggest its likely reactions to company moves such as price cuts, promotion increases, or new-product introductions.
· In addition, each competitor has a certain philosophy of doing business, a certain internal culture and guiding beliefs.
· Each competitor reacts differently.

Selecting Competitors to Attack and Avoid  

Strong or Weak Competitors  

· The company can focus on one of several classes of competitors.  Most companies prefer to compete against weak competitors.  
· This requires fewer resources and less time. 
· But in the process, the firm may gain little.  A useful tool for assessing competitor strengths and weaknesses is customer value analysis.  
· The aim of customer value analysis is to determine the benefits that target customer value and how customers rate the relative value of various competitors’ offers.
· The key to gaining competitive advantage is to take each customer segment and examine how the company’s offer compares to that of its major competitor. The company is searching for that “strategic sweet spot.” 
 
Close or Distant Competitors 
 
· Most companies will compete with close competitors those that resemble them the most—rather than distant competitors. At the same time, the company may want to avoid trying to “destroy” a close competitor.

“Good” or “Bad” Competitors  

· The existence of competitors results in several strategic benefits.
· Competitors may help increase total demand.
· They may share the costs of market and product development and help to legitimize new technologies.
· They may serve less-attractive segments or lead to more product differentiation.
· They lower the antitrust risk and improve bargaining power versus labor or regulators.
· However, a company may not view all of its competitors as beneficial. An industry often contains “good” competitors and “bad” competitors. 
· Good competitors play by the rules of the industry. 
· Bad competitors break the rules. They try to buy share rather than earn it, take large risks, and in general shake up the industry. 
· The implication is that “good” competitors would like to shape an industry that consists of only well-behaved competitors.

Finding Uncontested Market Spaces 
 
· Rather than competing head to head with established competitors, many companies seek out unoccupied positions in uncontested market spaces. They try to create products and services for which there are no direct competitors.

Designing a Competitive Intelligence System  

· The competitive intelligence system: 
· Identifies the vital types of competitive information and the best sources of this information.
· Continuously collects information from the field and from published data.
· Checks the information for validity and reliability, interprets it, and organizes it in an appropriate way.
· Sends key information to relevant decision makers and responds to inquiries from managers about competitors.  

· Smaller companies that cannot afford to set up formal competitive intelligence offices can assign specific executives to watch specific competitors.

Competitive Strategies 

Approaches to Marketing Strategy 
 
Three stages to marketing strategy: 
 
1. Entrepreneurial marketing: most companies are started by individuals who live by their wits. They visualize an opportunity, construct flexible strategies on the backs of envelopes, and knock on every door to gain attention. 

2.  Formulated marketing: as small companies achieve success, they inevitably move toward more-formulated marketing. They develop formal marketing strategies and adhere to them closely. 

3.  Entrepreneurial marketing: many large and mature companies get stuck in formulated marketing. These companies sometimes lose the marketing creativity and passion that they had at the start. They need to re-establish within their companies the entrepreneurial spirit and actions that made them successful in the first place. 

Basic Competitive Strategies  

Winning strategies are:

1. Overall cost leadership: The company works hard to achieve the lowest production and distribution costs.
2. Differentiation: The company concentrates on creating a highly differentiated product line and marketing.
3. Focus: The company focuses on serving a few market segments well rather than going after the whole market.

The losing strategy is:

1. Middle-of-the-road: The company tries to be good on all strategic counts, but ends up being not very good at anything.

Companies can pursue any of three strategies—called value disciplines—for delivering superior customer value.

1. Operational excellence: The company provides superior value by leading its industry in price and convenience.
2. Customer intimacy: The company provides superior value by precisely segmenting its markets and tailoring its products or services to match exactly the needs of targeted customers.
3. Product leadership: The company provides superior value by offering a continuous stream of leading-edge products or services.

Competitive Positions  

· Firms competing in a given target market, at any point in time, differ in their objectives and resources.   
· Firms can base their competitive strategies on the roles they play in the target market—market leader (40%), market challenger (30%), market follower (20%), or market nicher (10%).

Market Leader Strategies  

· Most industries contain an acknowledged market leader. Competitors focus on the leader as a company to challenge, imitate, or avoid.  
· To remain number one, leading firms can take any of three actions.  

1.  They can find ways to expand total demand.  
2.  They can protect their current market share through good defensive and offensive actions.  
3.  They can try to expand their market share further, even if market size remains constant.

Expanding the Total Demand

· The leading firm normally gains the most when the total market expands.  
· Market leaders can expand the market by developing new users, new uses, and more usage of its products.

Protecting Market Share  

· While trying to expand total market size, the leading firm also must protect its current business against competitors’ attacks.  
· What can the market leader do to protect its position?
· It must prevent or fix weaknesses that provide opportunities for competitors.
· It must always fulfill its value promise.
· Its prices must remain consistent with the value that customers see in the brand.
· It must work to keep strong relationships with valued customers.
· It should “plug holes” so that competitors do not jump in.  
· The best defense is a good offense, and the best response is continuous innovation.

Expanding Market Share  

· Studies have shown that, on average, profitability rises with increasing market share.  
· Some studies have found that many industries contain one or a few highly profitable large firms, several profitable and more focused firms, and a large number of medium-sized firms with poorer profit performance. It appears that profitability increases as a business gains share relative to competitors in its served market.  
· Companies must not think that gaining increased market share will improve profitability automatically. Much depends on their strategy for gaining increased share.

Market Challenger Strategies 
 
· Firms that are second, third, or lower in an industry are sometimes quite large.  
· These runner-up firms can adopt one of two competitive strategies: 
· They can challenge the leader and other competitors in an aggressive bid for more market share (market challengers).  
· They can play along with competitors and not rock the boat (market followers). 
 
· A market challenger must first define which competitors to challenge and its strategic objective. 
 
· The challenger can attack the market leader, a high-risk but potentially high-gain strategy. Its goal might be to take over market leadership. Or the challenger’s objective may simply be to wrest more market share. 
 
· The challenger observes what has made the leader successful and then improves up it. This is known as the “second-mover advantage.”


Frontal attack: matching the competitor’s product, advertising, price, and distribution efforts. It attacks the competitor’s strengths rather than its weaknesses.   

Indirect attack: on the competitor’s weaknesses or on gaps in the competitor’s market coverage, not head on. 

Market Follower Strategies  

· Not all runner-up companies want to challenge the market leader. Challenges are never taken lightly by the leader.
· A follower can gain many advantages.  
· The market leader often bears the huge expenses of developing new products and markets, expanding distribution, and educating the market.   
· By contrast, the market follower can learn from the leader’s experience. It can copy or improve on the leader’s products and programs, usually with much less investment. Although the follower will probably not overtake the leader, it often can be as profitable.  
· Following is not the same as being passive or a carbon copy of the leader.  
· Each follower tries to bring distinctive advantages to its target market.  The follower is often a major target of attack by challengers. Therefore, the market follower must keep its manufacturing costs low and its product quality and services high. It must also enter new markets as they open up.

Market Nicher Strategies  

· Almost every industry includes firms that specialize in serving market niches. Instead of pursuing the whole market, or even large segments, these firms target sub segments.  
· Nichers are often smaller firms with limited resources. But smaller divisions of larger firms also may pursue niching strategies.  
· Why is niching profitable? The main reason is that the market nicher ends up knowing the target customer group so well that it meets their needs better than other firms that casually sell to this niche.  
· As a result, the nicher can charge a substantial markup over costs because of the added value.  
· Whereas the mass marketer achieves high volume, the nicher achieves high margins.
· Nichers try to find one or more market niches that are safe and profitable. 
· An ideal market niche is big enough to be profitable and has growth potential. 
· Perhaps most important, the niche is of little interest to major competitors. 
· The key idea in niching is specialization. A market nicher can specialize along any of several market, customer, product, or marketing mix lines. 
· Niching carries some major risks (ex. the market niche may dry up, or it might grow to the point that it attracts larger competitors.

That is why many companies practice multiple niching. By developing two or more niches, a company increases its chances for survival.



Balancing Customer And Competitor Orientations  

· Whether a company is a market leader, challenger, follower, or nicher, it must watch its competitors closely and find the competitive marketing strategy that positions it most effectively. And it must continually adapt its strategies to the fast-changing competitive environment.  
· A competitor-centred company is one that spends most of its time tracking competitors’ moves and market shares and trying to find strategies to counter them.   
· This approach has pluses and minuses.
· On the positive side, the company develops a fighter orientation.
· On the negative side, the company becomes too reactive.

· A customer-centred company focuses more on customer developments in designing its strategies.  
· Clearly, the customer-centred company is in a better position to identify new opportunities and set long-run strategies that make sense. 
· In practice, today’s companies must be market-centred companies, watching both their customers and their competitors. But they must not let competitor watching blind them to customer focusing.

Four orientations over the years:

1. In the first stage, they were product oriented, paying little attention to either customers or competitors.

2. In the second stage, they became customer oriented and started to pay attention to customers.

3. In the third stage, when they started to pay attention to competitors, they became competitor oriented.

4. Today, companies need to be market oriented, paying balanced attention to both customers and competitors.
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