
\“Introduction to Product and Brand Management”.

: Introduction To Product Management

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of product management

 Understand about Product planning and Product marketing.

Definition/Overview:

Product management: Product management is an organizational function within a company

dealing with the planning or marketing of a product or products at all stages of the product

lifecycle.

We characterize the product manager's job by three distinct activities: (1) collecting and

analyzing background product category data, (2) utilizing the background analysis for marketing

strategy development, and (3) implementing the marketing strategy through marketing mix and

related decisions. Doing an excellent job at these activities, however, does not guarantee a

successful career in product management. As indicated and supported by the interviews with

product managers described earlier in the chapter, the interpersonal activities of leadership,

coordination, team building, and communications are becoming increasingly critical aspects of

the job and often determine a persons rate of advancement in the company. In this book, we do

not attempt to prescribe how an existing or aspiring product manager can become successful at

those activities; we leave that to other books and courses. Rather we concentrate on monitoring

the marketing environment and the planning, strategy, and decision-making aspects of the job.
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Key Points:

1. Aspects of product management

Depending on the company size and history, product management has a variety of functions and

roles. Sometimes there is a product manager, and sometimes the role of product manager is held

by others. Frequently there is Profit and Loss (P&L) responsibility as a key metric for evaluating

product manager performance. In some companies, the product management function is the hub

of many other activities around the product. In others, it is one of many things that need to

happen to bring a product to market.

 Product planning

o Defining new products

o Gathering market requirements

o Building product roadmaps, particularly Technology roadmaps

o Product Life Cycle considerations

o Product differentiation

o more detail on Product planning

 Product marketing

o Product positioning and outbound messaging

o Promoting the product externally with press, customers, and partners

o Bringing new products to market

o Monitoring the competition

o more detail on Product marketing

: Marketing Planning

Topic Objective:
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At the end of this topic student would be able to:

 Learn aspects of Marketing Plan

 Understand about Marketing Planning Process

 Recognize about Strategic Planning

Definition/Overview:

Marketing Plan: A marketing plan is a written document that details the necessary actions to

achieve one or more marketing objectives. It can be for a product or service, a brand, or a

product line. It can cover one year (referred to as an annual marketing plan), or cover up to 5

years.

Key Points:

1. Marketing

A marketing plan may be part of an overall business plan. Solid marketing strategy is the

foundation of a well-written marketing plan. While a marketing plan contains a list of actions, a

marketing plan without a sound strategic foundation is of little use.

2. Marketing Planning Process

In most organizations, "strategic planning" is an annual process, typically covering just the year

ahead. Occasionally, a few organizations may look at a practical plan which stretches three or

more years ahead.
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To be most effective, the plan has to be formalized, usually in written form, as a formal

`marketing plan'. The essence of the process is that it moves from the general to the specific;

from the overall objectives of the organization down to the individual action plan for a part of

one marketing programme. It is also an interactive process, so that the draft output of each stage

is checked to see what impact it has on the earlier stages - and is amended accordingly.

2.1.Marketing planning aims and objectives

Behind the corporate objectives, which in themselves offer the main context for the

marketing plan, will lay the 'corporate mission'; which in turn provides the context for

these corporate objectives. This `corporate mission' can be thought of as a definition of

what the organization is; of what it does: 'Our business is '.

This definition should not be too narrow, or it will constrict the development of the

organization; a too rigorous concentration on the view that `We are in the business of

making meat-scales', as IBM was during the early 1900s, might have limited its

subsequent development into other areas. On the other hand, it should not be too wide or

it will become meaningless; `We want to make a profit' is not too helpful in developing

specific plans.

3. Strategic Planning

Abell suggested that the definition should cover three dimensions: 'customer groups' to be

served, 'customer needs' to be served, and 'technologies' to be utilized Abell, 'Defining the

Business: The Starting Point of Strategic Planning' Thus, the definition of IBM's `corporate

mission' in the 1940s might well have been: `We are in the business of handling accounting

information for the larger US organizations [customer group] by means of punched cards

[technology].' Fortunately, as the name itself (International Perhaps the most important factor in

successful marketing is the `corporate vision'. Surprisingly, it is largely neglected by marketing

textbooks; although not by the popular exponents of corporate strategy - indeed, it was perhaps
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the main theme of the book by Peters and Waterman, in the form of their `Superordinate Goals'

'In Search of Excellence' said: "Nothing drives progress like the imagination. The idea precedes

the deed." 'The Marketing Imagination' If the organization in general, and its chief executive in

particular, has a strong vision of where its future lies, then there is a good chance that the

organization will achieve a strong position in its markets (and attain that future). This will be not

least because its strategies will be consistent; and will be supported by its staff at all levels. In

this context, all of IBM's marketing activities were underpinned by its philosophy of `customer

service'; a vision originally promoted by the charismatic Watson dynasty.

The emphasis at this stage is on obtaining a complete and accurate picture. In a single

organization, however, it is likely that only a few aspects will be sufficiently important to have

any significant impact on the marketing plan; but all may need to be reviewed to determine just

which 'are' the few.

In this context some factors related to the customer, which should be included in the material

collected for the audit, may be:

 Who are the customers?

 What are their key characteristics?

 What differentiates them from other members of the population?

 What are their needs and wants?

 What do they expect the `product' to do?

 What are their special requirements and perceptions?

 What do they think of the organization and its products or services?

 What are their attitudes?

 What are their buying intentions?

A `traditional' - albeit product-based - format for a `brand reference book' (or, indeed, a

`marketing facts book') was suggested by Godley more than three decades ago:
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 Financial data --Facts for this section will come from management accounting, costing

and finance sections.

 Product data --From production, research and development.

 Sales and distribution data - Sales, packaging, distribution sections.

 Advertising, sales promotion, merchandising data - Information from these departments.

 Market data and miscellany - From market research, who would in most cases act as a

source for this information.

: Defining The Competitive Set

Topic Objective:

At the end of this topic student would be able to:

 Understand about Competition, Etymology, Sizes and levels.

 Recognize about Cooperative competition vs. destructive competition

 Be familiar with Consequences

Definition/Overview:

Competition: Competition is the rivalry of two or more parties over something. Competition

occurs naturally between living organisms which coexist in the same environment. For example,

animals compete over water supplies, food, and mates. In addition, humans compete for

attention, wealth, prestige, and fame.
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Key Points:

1. Competition

Competition can be remote, as in a free throw contest, or antagonistic, as in a standard basketball

game. These contests are similar, but in the first one player are isolated from each other, while in

the second one they are able to interfere with the performance of their competitors.

Competition gives incentives for self improvement. If two watchmakers are competing for

business, they will lower their prices and improve their products to increase their sales. If birds

compete for a limited water supply during a drought, the more suited birds will survive to

reproduce and improve the population.

Rivals will often refer to their competitors as "the competition". The term can also be used as to

refer to the contest or tournament itself.

2. Etymology

The Latin root for the verb "to compete" is "competere", which means "to seek together" or "to

strive together". However, even the general definition stated above is not universally accepted.

Social theorists, most notably Alfie Kohn , and cooperativists in general argue that the traditional

definition of competition is too broad and too vague. Competition which originates internally and

is biologically motivated can and should be defined as either amoral competition or simply

survival instinct, behavior which is neither good nor bad but exists to further the survival of an

individual or species (e.g., hunting), or behavior which is coerced (e.g., self-defense). Social

Darwinists, however, state that competition is not only moral, but necessary to the survival of the

species.
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3. Sizes and levels

Competition may also exist at different sizes; some competitions may be between two members

of a species, while other competitions can involve entire species. In an example in economics, a

competition between two small stores would be considered small compared to competition

between several mega-giants. As a result, the consequences of the competition would also vary-

the larger the competition, the larger the effect.

In addition, the level of competition can also vary. At some levels, competition can be informal

and be more for pride or fun. However, other competitions can be extreme and bitter; for

example, some human wars have erupted because of the intense competition between two

nations or nationalities.

4. Cooperative competition vs. destructive competition

4.1.Destructive competition

Destructive competition seeks to benefit an individual/group/organism by

damaging/eliminating competing individuals/groups/organisms; it opposes the desire for

mutual survival - it is winner takes all. The rationale being that the challenge is a zero-

sum game; the success of one group is dependent on the failure of the other competing

groups. Destructive competition tends to promote fear, a first-strike mentality and

embraces certain forms of trespass.

4.2.Cooperative competition

Cooperative competition is based upon promoting mutual survival - everyone wins.

Adam Smiths invisible hand is a process where individuals compete to improve their

level of happiness but compete in a cooperative manner through peaceful exchange and

without violating other people. Cooperative competition focuses

individuals/groups/organisms against the environment.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

8
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



5. Consequences

Competition can have both beneficial and detrimental effects. Many evolutionary biologists view

inter-species and intra-species competition as the driving force of adaptation and ultimately,

evolution. However, some biologists, most famously Richard Dawkins, prefer to think of

evolution in terms of competition between single genes, which have the welfare of the organism

'in mind' only insofar as that welfare furthers their own selfish drives for replication. Some social

Darwinists claim (controversially) that competition also serves as a mechanism for determining

the best-suited group, politically, economically, and ecologically.

On the negative side, competition can cause injury to the organisms involved, and drain valuable

resources and energy. Human competition can be expensive, as is the case with political

elections, international sports competitions, and advertising wars. It can lead to the

compromising of ethical standards in order to gain an advantage; for example, several athletes

have been caught using banned steroids in professional sports in order to boost their own chances

of success or victory. And it can be harmful for the participants, such as athletes who injure

themselves exceeding the physical tolerances of their bodies, or companies which pursue

unprofitable paths while engaging in competitive rivalries.

: Category Attractiveness Analysis

Topic Objective:

At the end of this topic student would be able to:

 Understand about Market specialization

 Be familiar with demographic, Target market and Home market

 Learn about Market Segmentation Process
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Definition/Overview:

Market specialization: Market specialization is a business term meaning the market segment to

which a particular good or service is marketed. It is mainly defined by age, gender, geography,

socio-economic grouping, or any other combination of demographics.

Key Points:

1. Demographic

It is generally studied and mapped by an organization through lists and reports containing

demographic information that may have an effect on the marketing of key products or services.

1.1.Target market

A product focusing on a specific target market contrasts sharply with one following the

marketing strategy of mass marketing.

1.2.Home market

Home market defining a target market requires market segmentation, the process of

pulling apart the entire market as a whole and separating it into manageable, disparate

units based on demographics.

2. Market Segmentation Process

The market segmentation process includes:

 Determining the characteristics of segments in the target market. Then separating these

segments in the market based on these characteristics.
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 Checking to see whether any of this market segments are large enough to support the

organization's product. If not, the organization must return to step one (or review its product to

see if it's viable).

 Once a target market is chosen, the organization can develop its marketing strategy to

target this market.

In Section 2 of this course you will cover these topics:
Competitor Analysis

Customer Analysis

Market Potential And Sales Forecasting

You may take as much time as you want to complete the topic coverd in section 2.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Competitor Analysis

Topic Objective:

At the end of this topic student would be able to:

 Learn about Competitor Analysis

 Recognize about Competitor array

 Be familiar with Competitor profiling
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Definition/Overview:

Competitor Analysis: Competitor analysis in marketing and strategic management is an

assessment of the strengths and weaknesses of current and potential competitors. This analysis

provides both an offensive and defensive strategic context through which to identify

opportunities and threats. Competitor profiling coalesces all of the relevant sources of competitor

analysis into one framework in the support of efficient and effective strategy formulation,

implementation, monitoring and adjustment.

Key Points:

1. Competitor Analysis

Given that competitor analysis is an essential component of corporate strategy, Porter (1980,

1998) argued that most firms do not conduct this type of analysis systematically enough.

Instead, many enterprises operate on what he calls informal impressions, conjectures, and

intuition gained through the tidbits of information about competitors every manager

continually receives. As a result, traditional environmental scanning places many firms at

risk of dangerous competitive blindspots due to a lack of robust competitor analysis.

2. Competitor array

One common and useful technique is constructing a competitor array. The steps include:

 define your industry - scope and nature of the industry

 determine who your competitors are

 determine who your customers are and what benefits they expect

 determine what the key success factors are in your industry

 rank the key success factors by giving each one a weighting - The sum of all the

weightings must add up to one.

 rate each competitor on each of the key success factors
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 multiply each cell in the matrix by the factor weighting.

 sum columns for a weighted assessment of the overall strength of each competitor

relative to each other.

3. Competitor profiling

The strategic rationale of competitor profiling is powerfully simple. Superior knowledge of rivals

offers a legitimate source of competitive advantage. The raw material of competitive advantage

consists of offering superior customer value in the firms chosen market. The definitive

characteristic of customer value is the adjective, superior. Customer value is defined relative to

rival offerings making competitor knowledge an intrinsic component of corporate strategy.

Profiling facilitates this strategic objective in three important ways. First, profiling can reveal

strategic weaknesses in rivals that the firm may exploit. Second, the proactive stance of

competitor profiling will allow the firm to anticipate the strategic response of their rivals to the

firms planned strategies, the strategies of other competing firms, and changes in the environment.

Third, this proactive knowledge will give the firms strategic agility. Offensive strategy can be

implemented more quickly in order to exploit opportunities and capitalize on strengths.

Similarly, defensive strategy can be employed more deftly in order to counter the threat of rival

firms from exploiting the firms own weaknesses.

Clearly, those firms practicing systematic and advanced competitor profiling have a significant

advantage. As such, a comprehensive profiling capability is rapidly becoming a core competence

required for successful competition. An appropriate analogy is to consider this advantage as akin

to having a good idea of the next move that your opponent in a chess match will make. By

staying one move ahead, checkmate is one step closer. Indeed, as in chess, a good offense is the

best defense in the game of business as well.

A common technique is to create detailed profiles on each of your major competitors. These

profiles give an in-depth description of the competitor's background, finances, products, markets,

facilities, personnel, and strategies. This involves:
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 Background

o location of offices, plants, and online presences

o history - key personalities, dates, events, and trends

o ownership, corporate governance, and organizational structure

 Financials

o P-E ratios, dividend policy, and profitability** various financial ratios, liquidity,

and cash flow

o Profit growth profile; method of growth (organic or acquisitive)

 Products

o products offered, depth and breadth of product line, and product portfolio balance

o new products developed, new product success rate, and R&D strengths

o brands, strength of brand portfolio, brand loyalty and brand awareness

o patents and licenses

o quality control conformance

o reverse engineering

 Marketing

o segments served, market shares, customer base, growth rate, and customer loyalty

o promotional mix, promotional budgets, advertising themes, ad agency used, sales

force success rate, online promotional strategy

o distribution channels used (direct & indirect), exclusivity agreements, alliances,

and geographical coverage

o pricing, discounts, and allowances
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 Facilities

o plant capacity, capacity utilization rate, age of plant, plant efficiency, capital

investment

o location, shipping logistics, and product mix by plant

 Personnel

o number of employees, key employees, and skill sets

o strength of management, and management style

o compensation, benefits, and employee morale & retention rates

 Corporate and marketing strategies

o objectives, mission statement, growth plans, acquisitions, and divestitures

o marketing strategies

: Customer Analysis

Topic Objective:

At the end of this topic student would be able to:

 Identify Marketing Management

 Learn aspects of Marketing research and analysis, Activities and functions

 Understand about Marketing 3Cs
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Definition/Overview:

Marketing Management: In the widely used text Marketing Management (2006), Philip Kotler

and Kevin Lane Keller define marketing management as "the art and science of choosing target

markets and getting, keeping and growing customers through creating, delivering, and

communicating superior customer value."

Key Points:

1. Marketing management scope

From this perspective, the scope of marketing management is quite broad. The implication of

such a definition is that any activity or resource the firm uses to acquire customers and manage

the company's relationships with them is within the purview of marketing management.

Additionally, the Kotler and Keller definition encompasses both the development of new

products and services and their delivery to customers.

Noted marketing expert Regis McKenna expressed a similar viewpoint in his influential 1991

Harvard Business Review article "Marketing is everything." McKenna argued that because

marketing management encompasses all factors that influence a company's ability to deliver

value to customers; it must be "all-pervasive, part of everyone's job description, from the

receptionists to the Board of Directors."

This view is also consistent with the perspective of management guru Peter Drucker, who wrote:

"Because the purpose of business is to create a customer, the business enterprise has two--and

only these two--basic functions: marketing and innovation. Marketing and innovation produce

results; all the rest are costs. Marketing is the distinguishing, unique function of the business."
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But because many businesses operate with a much more limited definition of marketing, such

statements can appear controversial or even ludicrous to some business executives. This is

especially true in those companies where the marketing department is responsible for little more

than developing sales brochures and executing advertising campaigns.

The broader, more sophisticated definitions of marketing management from Drucker, Kotler and

other scholars are therefore juxtaposed against the narrower operating reality of many

businesses. The source of confusion here is often that inside any given firm, the term marketing

management may be interpreted to mean whatever the marketing department happens to do,

rather than a term that encompasses all marketing activities -- even those marketing activities

that are actually performed by other departments, such as the sales, finance, or operations

departments. If, for example, the finance department of a given company makes pricing

decisions (for deals, proposals, contracts, etc.), that finance department has responsibility for an

important component of marketing management -- pricing.

2. Activities and functions

Marketing management therefore encompasses a wide variety of functions and activities,

although the marketing department itself may be responsible for only a subset of these.

Regardless of the organizational unit of the firm responsible for managing them, marketing

management functions and activities include the following:

3. Marketing research and analysis

In order to make fact-based decisions regarding marketing strategy and design effective, cost-

efficient implementation programs, firms must possess a detailed, objective understanding of

their own business and the market in which they operate. In analyzing these issues, the discipline

of marketing management often overlaps with the related discipline of strategic planning.
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4. Marketing 3Cs

Traditionally, marketing analysis was structured into three areas: Customer analysis, Company

analysis, and Competitor analysis (so-called "3Cs" analysis). More recently, it has become

fashionable in some marketing circles to divide these further into certain five "Cs": Customer

analysis, Company analysis, Collaborator analysis, Competitor analysis, and analysis of the

industry Context.

4.1.Customer analysis

The focus of customer analysis is to develop a scheme for market segmentation,

breaking down the market into various constituent groups of customers, which are called

customer segments or market segments. Marketing managers work to develop detailed

profiles of each segment, focusing on any number of variables that may differ among the

segments: demographic, psychographic, geographic, behavioral, needs-benefit, and other

factors may all be examined. Marketers also attempt to track these segments' perceptions

of the various products in the market using tools such as perceptual mapping.

4.2.Company analysis

In company analysis, marketers focus on understanding the company's cost structure and

cost position relative to competitors, as well as working to identify a firm's core

competencies and other competitively distinct company resources. Marketing managers

may also work with the accounting department to analyze the profits the firm is

generating from various product lines and customer accounts. The company may also

conduct periodic brand audits to assess the strength of its brands and sources of brand

equity.

4.3.Collaborator analysis
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The firm's collaborators may also be profiled, which may include various suppliers,

distributors and other channel partners, joint venture partners, and others. An analysis of

complementary products may also be performed if such products exist.

4.4.Competitor analysis

In Competitor analysis, marketers build detailed profiles of each competitor in the

market, focusing especially on their relative competitive strengths and weaknesses using

SWOT analysis. Marketing managers will examine each competitor's cost structure,

sources of profits, resources and competencies, competitive positioning and product

differentiation, degree of vertical integration, historical responses to industry

developments, and other factors.

4.5. Industry Analysis

Marketing management employs various tools from economics and competitive strategy

to analyze the industry context in which the firm operates. These include Porter's five

forces, analysis of strategic groups of competitors, value chain analysis and others.

Depending on the industry, the regulatory context may also be important to examine in

detail.

: Market Potential And Sales Forecasting

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Market potential

 Understand about Consumers availability, Existing usage, Market gap analysis, Product

gap and Competitive gap
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Definition/Overview:

Market potential: The most difficult estimate to make is that of the total potential available to

the whole market, including all segments covered by all competitive brands. It is often achieved

by determining the maximum potential individual usage, and extrapolating this by the maximum

number of potential consumers. This is inevitably a judgment rather than a scientific

extrapolation, but some of the macro-forecasting techniques may assist in making this estimate

more soundly based.

Key Points:

1. Consumers availability

The maximum number of consumers available will usually be determined by market research,

but it may sometimes be calculated from demographic data or government statistics. Ultimately

there will, of course, be limitations on the number of consumers. For guidance one can look to

the numbers using similar products. Alternatively, one can look to what has happened in other

countries. It is often suggested that Europe follows patterns set in the USA, but after a time-lag

of a decade or so. The increased affluence of all the major Western economies means that such a

lag can now be much shorter.

The maximum potential individual usage, or at least the maximum attainable average usage

(there will always be a spread of usage across a range of customers), will usually be determined

from market research figures. It is important, however, to consider what lies behind such usage.
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2. Existing usage

The existing usage by consumers makes up the total current market, from which market shares,

for example, are calculated. It is usually derived from marketing research, most accurately from

panel research such as that undertaken by A.C. Nielsen but also from 'ad hoc' work. Sometimes it

may be available from figures collected by government departments or industry bodies; however,

these are often based on categories which may make sense in bureaucratic terms but are less

helpful in marketing terms.

The 'usage gap' is thus:

This is an important calculation to make. Many, if not most marketers, accept the 'existing'

market size, suitably projected over the timescales of their forecasts, as the boundary for their

expansion plans. Although this is often the most realistic assumption, it may sometimes impose

an unnecessary limitation on their horizons. The original market for video-recorders was limited

to the professional users who could afford the high prices involved. It was only after some time

that the technology was extended to the mass market.

In the public sector, where the service providers usually enjoy a `monopoly', the usage gap will

probably be the most important factor in the development of the activities. But persuading more

`consumers' to take up family benefits, for example, will probably be more important to the

relevant government department than opening more local offices.

The usage gap is most important for the brand leaders. If any of these has a significant share of

the whole market, say in excess of 30 per cent, it may become worthwhile for the firm to invest

in expanding the total market. The same option is not generally open to the minor players,

although they may still be able to target profitably specific offerings as market extensions.
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All other `gaps' relate to the difference between the organization's existing sales (its market

share) and the total sales of the market as a whole. This difference is the share held by

competitors. These `gaps' will, therefore, relate to competitive activity.

3. Product gap

The product gap, which could also be described as the segment or positioning gap, represents

that part of the market from which the individual organization is excluded because of product or

service characteristics. This may have come about because the market has been segmented and

the organization does not have offerings in some segments, or it may be because the positioning

of its offering effectively excludes it from certain groups of potential consumers, because there

are competitive offerings much better placed in relation to these groups.

This segmentation may well be the result of deliberate policy. Segmentation and positioning are

very powerful marketing techniques; but the trade-off, to be set against the improved focus, is

that some parts of the market may effectively be put beyond reach. On the other hand, it may

frequently be by default; the organization has not thought about its positioning, and has simply

let its offerings drift to where they now are.

The product gap is probably the main element of the planning gap in which the organization can

have a productive input; hence the emphasis on the importance of corrects positioning.

4. Competitive gap

What is left represents the gap resulting from the competitive performance. This competitive gap

is the share of business achieved among similar products, sold in the same market segment and

with similar distribution patterns - or at least, in any comparison, after such effects has been

discounted. Needless to say, it is not a factor in the case of the monopoly provision of services by

the public sector.
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The competitive gap represents the effects of factors such as price and promotion, both the

absolute level and the effectiveness of its messages. It is what marketing is popularly supposed to

be about.

5. Market gap analysis

In the type of analysis described above, gaps in the product range are looked for. Another

perspective (essentially taking the `product gap' to its logical conclusion) is to look for gaps in

the 'market' (in a variation on `product positioning', and using the multidimensional `mapping'),

which the company could profitably address, regardless of where its current products stand.

Many marketers would, indeed, question the worth of the theoretical gap analysis described

earlier. Instead, they would immediately start proactively to pursue a search for a competitive

advantage.

In Section 3 of this course you will cover these topics:
Developing Product Strategy

New Products

Pricing Decisions

You may take as much time as you want to complete the topic coverd in section 3.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

23
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



: Developing Product Strategy

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Marketing Strategy

 Understand about Types of strategies and Strategic models

Definition/Overview:

Marketing Strategy: A marketing strategy can serve as the foundation of a marketing plan. A

marketing plan contains a set of specific actions required to successfully implement a marketing

strategy. For example: "Use a low cost product to attract consumers. Once our organization, via

our low cost product, has established a relationship with consumers, our organization will sell

additional, higher-margin products and services that enhance the consumer's interaction with the

low-cost product or service."

Key Points:

1. Marketing strategy

A strategy consists of a well thought out series of tactics to make a marketing plan more

effective. Marketing strategies serve as the fundamental underpinning of marketing plans

designed to fill market needs and reach marketing objectives. Plans and objectives are generally

tested for measurable results.

2. Marketing goals

A marketing strategy often integrates an organization's marketing goals, policies, and action

sequences (tactics) into a cohesive whole. Similarly, the various strands of the strategy, which
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might include advertising, channel marketing, internet marketing, promotion and public relations

can be orchestrated. Many companies cascade a strategy throughout an organization, by creating

strategy tactics that then become strategy goals for the next level or group. Each one group is

expected to take that strategy goal and develop a set of tactics to achieve that goal. This is why it

is important to make each strategy goal measurable.

3. Types of strategies

Marketing strategies are dynamic and interactive. They are partially planned and partially

unplanned. Every marketing strategy is unique, but can be reduced into a generic marketing

strategy. There are a number of ways of categorizing these generic strategies. A brief description

of the most common categorizing schemes is presented below:

3.1.Strategies based on market dominance

In this scheme, firms are classified based on their market share or dominance of an

industry. Typically there are three types of market dominance strategies:

 Leader

 Challenger

 Follower

3.2.Porter generic strategies

Strategy on the dimensions of strategic scope and strategic strength. Strategic scope

refers to the market penetration while strategic strength refers to the firms sustainable

competitive advantage.

 Product differentiation

 Market segmentation
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3.3.Innovation strategies

This deals with the firm's rate of the new product development and business model

innovation. It asks whether the company is on the cutting edge of technology and

business innovation. There are three types:

 Pioneers

 Close followers

 Late followers

3.4.Growth strategies

In this scheme we ask the question, How should the firm grow?. There are a number of

different ways of answering that question, but the most common gives four answers:

 Horizontal integration

 Vertical integration

 Diversification

 Intensification

A more detailed scheme uses the categories:

 Prospector

 Analyzer

 Defender

 Reactor

3.5.Marketing warfare strategies

This scheme draws parallels between marketing strategies and military strategies.

4. Strategic models
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Here are a many companies especially those in the Consumer Package Goods (CPG) market that

adopt the theory of running their business centered around Consumer, Shopper & Retailer needs.

Their Marketing departments spend quality time looking for "Growth Opportunities" in their

categories by identifying relevant insights (both mindsets and behaviors) on their target

Consumers, Shoppers and retail partners. These Growth Opportunities emerge from changes in

market trends, segment dynamics changing and also internal brand or operational business

challenges. The Marketing team can then priorities these Growth Opportunities and begin to

develop strategies to exploit the opportunities that could include new or adapted products,

services as well as changes to the 4Ps.

Real-life marketing primarily revolves around the application of a great deal of common-sense;

dealing with a limited number of factors, in an environment of imperfect information and limited

resources complicated by uncertainty and tight timescales. Use of classical marketing techniques,

in these circumstances, is inevitably partial and uneven.

Thus, for example, many new products will emerge from irrational processes and the rational

development process may be used (if at all) to screen out the worst non-runners. The design of

the advertising, and the packaging, will be the output of the creative minds employed; which

management will then screen, often by 'gut-reaction', to ensure that it is reasonable.

: New Products

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of New Product Development

 Understand about Types of new products, New Products Cycling , Business Analysis ,

Beta Testing and Market Testing , Technical Implementation and Commercialization (often

considered post-NPD)
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Definition/Overview:

New Product Development: In business and engineering, new product development (NPD) is

the term used to describe the complete process of bringing a new product or service to market.

There are two parallel paths involved in the NPD process: one involves the idea generation,

product design, and detail engineering; the other involves market research and marketing

analysis. Companies typically see new product development as the first stage in generating and

commercializing new products within the overall strategic process of product life cycle

management used to maintain or grow their market share.

Key Points:

1. Types of new products

There are several general categories of new products. Some are new to the market (ex. DVD

players into the home movie market), some are new to the company (ex. Game consoles for

Sony), and some are completely novel and create totally new markets (ex. the airline industry).

When viewed against a different criterion, some new product concepts are merely minor

modifications of existing products while some are completely innovative to the company.

 Changes to Augmented Product

 Core product revision

 Line extensions

 New product lines

 Repositioning

 Completely new
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2. New Products Cycling

1.1.The process

 Idea Generation is often called the "fuzzy front end" of the NPD process

 Ideas for new products can be obtained from basic research using a SWOT analysis

(OPPORTUNITY ANALYSIS), Market and consumer trends, company's R&D department,

competitors, focus groups, employees, salespeople, corporate spies, trade shows, or Ethnographic

discovery methods (searching for user patterns and habits) may also be used to get an insight into

new product lines or product features.

 Idea Generation or Brainstorming of new product, service, or store conceptsidea

generation techniques can begin when you have done your OPPORTUNITY ANALYSIS to

support your ideas in the Idea Screening Phase (shown in the next development step).

1.2.Idea Screening

 The object is to eliminate unsound concepts prior to devoting resources to them.

 The screeners must ask at least three questions:

o Will the customer in the target market benefit from the product?

o What is the size and growth forecasts of the market segment/target market?

o What is the current or expected competitive pressure for the product idea?

o What are the industry sales and market trends the product idea is based on?

o Is it technically feasible to manufacture the product?

o Will the product be profitable when manufactured and delivered to the customer

at the target price?

1.3.Concept Development and Testing

 Develop the marketing and engineering details

o Who is the target market and who is the decision maker in the purchasing

process?

o What product features must the product incorporate?

o What benefits will the product provide?
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o How will consumers react to the product?

o How will the product be produced most cost effectively?

o Prove feasibility through virtual computer aided rendering, and rapid prototyping

o What will it cost to produce it?

o Test the concept by asking a sample of prospective customers what they think of

the idea. Usually via Choice Modeling.

3. Business Analysis

 Estimate likely selling price based upon competition and customer feedback

 Estimate sales volume based upon size of market and such tools as the Fourt-Woodlock

equation

 Estimate profitability and breakeven point

4. Beta Testing and Market Testing

 Produce a physical prototype or mock-up

 Test the product (and its packaging) in typical usage situations

 Conduct focus group customer interviews or introduce at trade show

 Make adjustments where necessary

 Produce an initial run of the product and sell it in a test market area to determine

customer acceptance

5. Technical Implementation

 New program initiation

 Resource estimation

 Requirement publication

 Engineering operations planning

 Department scheduling

 Supplier collaboration

 Logistics plan

 Resource plan publication
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 Program review and monitoring

 Contingencies - what-if planning

6. Commercialization (often considered post-NPD)

 Launch the product

 Produce and place advertisements and other promotions

 Fill the distribution pipeline with product

 Critical path analysis is most useful at this stage

These steps may be iterated as needed. Some steps may be eliminated. To reduce the time that

the NPD process takes, many companies are completing several steps at the same time (referred

to as concurrent engineering or time to market). Most industry leaders see new product

development as a proactive process where resources are allocated to identify market changes and

seize upon new product opportunities before they occur (in contrast to a reactive strategy in

which nothing is done until problems occur or the competitor introduces an innovation). Many

industry leaders see new product development as an ongoing process (referred to as continuous

development) in which the entire organization is always looking for opportunities.

For the more innovative products indicated on the diagram above, great amounts of uncertainty

and change may exist, which makes it difficult or impossible to plan the complete project before

starting it. In this case, a more flexible approach may be advisable.

Because the NPD process typically requires both engineering and marketing expertise, cross-

functional teams are a common way of organizing projects. The team is responsible for all

aspects of the project, from initial idea generation to final commercialization, and they usually

report to senior management (often to a vice president or Program Manager). In those industries

where products are technically complex, development research is typically expensive, and

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

31
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



product life cycles are relatively short, strategic alliances among several organizations helps to

spread the costs, provide access to a wider skill set, and speeds the overall process.

Also, notice that because engineering and marketing expertise are usually both critical to the

process, choosing an appropriate blend of the two is important. People respond to new products

in different ways. The adoption of a new technology can be analyzed using a variety of diffusion

theories such as the Diffusion of innovations theory. It includes economical support of social

sector.

: Pricing Decisions

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Price

 Understand about Price and Economists view and Theory of price

Definition/Overview:

Price: Price in economics and business is the assigned numerical monetary value of a good,

service or asset. The concept of price is central to microeconomics where it is one of the most

important variables in resource allocation theory (also called price theory). Price is also central to

marketing where it is one of the four variables in the marketing mix that business people use to

develop a marketing plan.
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Key Points:

1. Price

Definition In general terms price is a component of an exchange or transaction that takes place

between two parties and refers to what must be given up by one party (i.e., buyer) in order to

obtain something offered by another party (i.e., seller). Yet this view of price provides a

somewhat limited explanation of what price means to participants in the transaction. In fact,

price means different things to different participants in an exchange:

Example - Price is commonly confused with the notion of cost as in I paid a high cost for buying

my new plasma television. Technically, though, these are different concepts.

Price is what a buyer pays to acquire products from a seller. Cost concerns the sellers investment

(e.g., manufacturing expense) in the product being exchanged with a buyer. For marketing

organizations seeking to make a profit the hope is that price will exceed cost so the organization

can see financial gain from the transaction. Finally, while product pricing is a main topic for

discussion when a company is examining its overall profitability, pricing decisions are not

limited to for-profit companies. Not-for-profit organizations, such as charities, educational

institutions and industry trade groups, also set prices, though it is often not as apparent . For

instance, charities seeking to raise money may set different target levels for donations that

reward donors with increases in status (e.g., name in newsletter), gifts or other benefits. While a

charitable organization may not call it a price in their promotional material, in reality these

donations are equivalent to price setting since donors are required to give a contribution in order

to obtain something of value

An ordinary usage, price is the quantity of payment or compensation for something. People may

say about a criminal that he has 'paid the price to society' to imply that he has paid a penalty or

compensation. They may say that somebody paid for his folly to imply that he suffered the

consequence.
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2. Price and Economists view

Economists view price as an exchange ratio between goods that pay for each other. In case of

barter between two goods whose quantities are x and y, the price of x is the ratio y/x, while the

price of y is the ratio x/y.

This however has not been used consistently, so that old confusion regarding value frequently

reappears. The value of something is a quantity counted in common units of value called

numeraire, which may even be an imaginary good. This is done to compare different goods. The

unit of value is frequently confused with price, because market value is calculated as the quantity

of some good multiplied by its nominal price.

3. Theory of price

Theory of price asserts that the market price reflects interaction between two opposing

considerations. On the one side are demand considerations based on marginal utility, while on

the other side are supply considerations based on marginal cost. An equilibrium price is

supposed to be at once equal to marginal utility (counted in units of income) from the buyer's

side and marginal cost from the seller's side. Though this view is accepted by almost every

economist, and it constitutes the core of mainstream economics, it has recently been challenged

seriously.

In Section 4 of this course you will cover these topics:
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Advertising Decisions

Promotions

Channel Management

You may take as much time as you want to complete the topic coverd in section 4.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Advertising Decisions

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Advertising

 Understand about Weak strategies, Middle-strength strategies and Strong strategies

Definition/Overview:

Advertising: In advertising, different creative strategies are used in order to obtain consumer

attention and provoke shoppers to purchase or use a specific product. Advertisers use different

ways of thinking to create catchy slogans that capture consumer attention. Creative strategies

promote publicity, public relations, personal selling and sales promotion.
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Key Points:

1. Thinking Ways

These ways of thinking are divided into three basic descriptions: Weak strategies, mid-strength

strategies and strong strategies. The strategies labeled "strong, mid-strength, and weak are

generic phrases used in the text books referenced below to help students understand the intensity

of each different type of advertising strategy. Advertisements, weak, mid-strength, and strong

can be found in television, radio, and magazines/print.

Since the beginning of advertising, strategies have been created, starting with the simplest

(weak) strategies in the 1940's.

1.1.Weak strategies

Generic and Pre-emptive strategies describe the two weakest forms of advertising that were

most popular through the 1940's.

 A generic strategy gives a product attribution. An example of this would be how the beef

industry chose to advertise their product. With their slogan, Beef, it's what's for dinner,

consumers aren't learning anything new about the product.The Beef slogan simply states beef as

a dinner item. It enhances the product in no other way.

 A pre-emptive strategy is a form of advertising that makes a generic claim stronger. An

example of a pre-emptive strategy can be found in Folgers Coffee. As many of us know, most all

coffee is grown in the mountains. Folgers took that fact and claimed it as their own with their

slogan, Folgers: Mountain Grown Coffee.

1.2.Middle-strength strategies

Secondly, are the mid-strength strategies: unique positioning strategy, brand image and

positioning?

\
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1.2.1.Unique positioning strategy

A unique positioning strategy is proving that something about your product is truly

unique. This is commonly found when producers take an average product and add a new,

unique element to it. An example of Unique Positioning Strategy would be in Crest

toothpaste. Crest added the unique feature of Scope in their product to differentiate it

from other brands of toothpaste.

A downfall in Unique positioning strategy advertising is that if a unique feature increases

sales on one product, many other brands are likely to adopt the unique feature, making

the end product not so unique. Positioning is one of the most common forms of

advertising. It was developed in the 1970's and is still widely used today. In positioning

one brand will take its product and position it against a competing product.

An example of positioning can be found in the rental car company Avis' store slogan.

With Hertz car company being the leader in rental car services, Avis took their number

two position and used it to their advantage by creating the slogan, When you're number

two, you try harder.

1.2.2.Brand Image

Brand Image is another very common way companies choose to advertise. In brand

image, an advertiser is not trying to create rational thinking. This type of advertising

strives to create emotion and give a brand a personality. A common way of doing this is

by using a celebrity as a spokesperson.

A great example of brand image is found in Proactive Acne Solutions. In each of their

commercials they have celebrities sharing their Proactive experiences, giving the brand a

face people want to be.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

37
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



1.3.Strong strategies

The third and strongest form of creative strategy includes affective advertising and resonance

advertising. Making people feel really good about a product is called affective advertising.

This is difficult to do, but often humor and an honest character can make affective

advertising possible.

A great example of affective advertising is found in the Geico commercials. By creating a

friendly, honest, funny gecko as a spokesperson, consumers tend to trust what the gecko is

saying and find humor in his actions. This creates a good feeling about the actual service

Geico offers.

Lastly, resonance advertising is a way of identifying with consumers. If an advertiser can

create a campaign that certain target markets identify with, then resonance advertising has

been achieved.

An example of resonance advertising is in Tide detergent ads. Many times mothers are busy

doing laundry in between sports practices and driving their children around in mini vans.

There recognition with soccer moms makes Tide a favorite pick among women with children

who are very involved in activities.

: Promotions

Topic Objective:

At the end of this topic student would be able to:
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 Learn aspects of Sales promotion

 Understand about Marketing communication, Consumer sales promotion techniques and

Trade sales promotion techniques.

Definition/Overview:

Sales promotion: Sales promotion is one of the five aspects of promotional mix. (The other four

parts of the promotional hhmix are advertising, personal selling, direct marketing and

publicity/public relations.)

Key Points:

1. Marketing communication

Media and non-media marketing communication are employed for a pre-determined, limited

time to increase consumer demand, stimulate market demand or improve product availability.

Examples include:

 Contests

 Point of purchase displays

 Rebates

 Free travel, such as free flights

2. Sales promotions

Sales promotions can be directed at either the customer, sales staff, or distribution channel

members (such as retailers). Sales promotions targeted at the consumer are called consumer sales

promotions. Sales promotions targeted at retailers and wholesale are called trade sales

promotions. Some sale promotions, particularly ones with unusual methods, are considered

gimmick by many.
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3. Consumer sales promotion techniques

 Price deal: A temporary reduction in the price, such as happy hour

 Loyal Reward Program: Consumers collect points, miles, or credits for purchases and

redeem them for rewards. Two famous examples are Pepsi Stuff and AAdvantage.

 Cents-off deal: Offers a brand at a lower price. Price reduction may be a percentage

marked on the package.

 Price-pack deal: The packaging offers a consumer a certain percentage more of the

product for the same price (for example, 25 percent extra).

 Coupons: coupons have become a standard mechanism for sales promotions.

 Loss leader: the price of a popular product is temporarily reduced in order to stimulate

other profitable sales

 Free-standing insert (FSI): A coupon booklet is inserted into the local newspaper for

delivery.

 On-shelf couponing: Coupons are present at the shelf where the product is available.

 Checkout dispensers: On checkout the customer is given a coupon based on products

purchased.

 On-line couponing: Coupons are available on line. Consumers print them out and take

them to the store.

 Mobile couponing: Coupons are available on a mobile phone. Consumers show the offer

on a mobile phone to a salesperson for redemption.

 Online interactive promotion game: Consumers play an interactive game associated with

the promoted product.

 Rebates: Consumers are offered money back if the receipt and barcode are mailed to the

producer.

 Contests/sweepstakes/games: The consumer is automatically entered into the event by

purchasing the product.

 Point-of-sale displays:

o Aisle interrupter: A sign the juts into the aisle from the shelf.

o Dangler: A sign that sways when a consumer walks by it.

o Dump bin: A bin full of products dumped inside.
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o Glorifier: A small stage that elevates a product above other products.

o Wobbler: A sign that jiggles.

o Lipstick Board: A board on which messages are written in crayon.

o Necker: A coupon placed on the 'neck' of a bottle.

o YES unit: "your extra salesperson" is a pull-out fact sheet.

4. Trade sales promotion techniques

 Trade allowances: short term incentive offered to induce a retailer to stock up on a

product.

 Dealer loader: An incentive given to induce a retailer to purchase and display a product.

 Trade contest: A contest to reward retailers that sell the most product.

 Point-of-purchase displays: Extra sales tools given to retailers to boost sales.

 Training programs: dealer employees are trained in selling the product.

 Push money: also known as "spiffs". An extra commission paid to retail employees to

push products.

 Trade discounts (also called functional discounts): These are payments to distribution

channel members for performing some function.

: Channel Management

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Channel

 Understand about Distribution chain, Vertical marketing and Horizontal marketing

Definition/Overview:

Channel: The channel decision is very important. In theory at least, there is a form of trade-off:

the cost of using intermediaries to achieve wider distribution is supposedly lower. Indeed, most
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consumer goods manufacturers could never justify the cost of selling direct to their consumers,

except by mail order.

Key Points:

1. Channel

In practice, if the producer is large enough, the use of intermediaries (particularly at the agent

and wholesaler level) can sometimes cost more than going direct. Many of the theoretical

arguments about channels therefore revolve around cost. On the other hand, most of the practical

decisions are concerned with control of the consumer. The small company has no alternative but

to use intermediaries, often several layers of them, but large companies 'do' have the choice.

2. Distribution chain

However, many suppliers seem to assume that once their product has been sold into the channel,

into the beginning of the distribution chain, their job is finished. Yet that distribution chain is

merely assuming a part of the supplier's responsibility; and, if he has any aspirations to be

market-oriented, his job should really be extended to managing, albeit very indirectly, all the

processes involved in that chain, until the product or service arrives with the end-user. This may

involve a number of decisions on the part of the supplier:

 Channel membership

 Channel motivation

 Monitoring and managing channels

2.1.Channel membership

 Intensive distribution - Where the majority of resellers stock the 'product' (with

convenience products, for example, and particularly the brand leaders in consumer goods

markets) price competition may be evident.
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 Selective distribution - This is the normal pattern (in both consumer and industrial

markets) where 'suitable' resellers stock the product.

 Exclusive distribution - Only specially selected resellers or authorized dealers (typically

only one per geographical area) are allowed to sell the 'product'. Often this form of distribution

stipulates the contracted resellers cannot offer competing products.

2.2.Channel motivation

It is difficult enough to motivate direct employees to provide the necessary sales and

service support. Motivating the owners and employees of the independent organizations

in a distribution chain requires even greater effort. There are many devices for achieving

such motivation. Perhaps the most usual is `incentive': the supplier offers a better margin,

to tempt the owners in the channel to push the product rather than its competitors; or a

competition is offered to the distributors' sales personnel, so that they are tempted to push

the product. At the other end of the spectrum is the almost symbiotic relationship that the

all too rare supplier in the computer field develops with its agents; where the agent's

personnel, support as well as sales, are trained to almost the same standard as the

supplier's own staff.

2.3.Monitoring and managing channels

In much the same way that the organization's own sales and distribution activities need to be

monitored and managed, so will those of the distribution chain.

In practice, many organizations use a mix of different channels; in particular, they may

complement a direct sales force, calling on the larger accounts, with agents, covering the

smaller customers and prospects.

3. Vertical marketing

This relatively recent development integrates the channel with the original supplier - producer,

wholesalers and retailers working in one unified system. This may arise because one member of
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the chain owns the other elements (often called `corporate systems integration'); a supplier

owning its own retail outlets, this being 'forward' integration. It is perhaps more likely that a

retailer will own its own suppliers, this being 'backward' integration. (For example, MFI, the

furniture retailer, owns Hygena which makes its kitchen and bedroom units.) The integration can

also be by franchise (such as that offered by McDonald's hamburgers and Benetton clothes) or

simple co-operation (in the way that Marks & Spencer co-operates with its suppliers).

Alternative approaches are 'contractual systems', often led by a wholesale or retail co-operative,

and `administered marketing systems' where one (dominant) member of the distribution chain

uses its position to co-ordinate the other members' activities. This has traditionally been the form

led by manufacturers.

The intention of vertical marketing is to give all those involved (and particularly the supplier at

one end, and the retailer at the other) 'control' over the distribution chain. This removes one set of

variables from the marketing equations.

Other research indicates that vertical integration is a strategy which is best pursued at the mature

stage of the market (or product). At earlier stages it can actually reduce profits. It is arguable that

it also diverts attention from the real business of the organization. Suppliers rarely excel in retail

operations and, in theory, retailers should focus on their sales outlets rather than on

manufacturing facilities ( Marks & Spencer, for example, very deliberately provides considerable

amounts of technical assistance to its suppliers, but does not own them).

4. Horizontal marketing

A rather less frequent example of new approaches to channels is where two or more non-

competing organizations agree on a joint venture - a joint marketing operation - because it is
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beyond the capacity of each individual organization alone. In general, this is less likely to

revolve around marketing synergy.

In Section 5 of this course you will cover these topics:
Service And Direct Customer-Based Marketing

Financial Analysis

Marketing Metrics

You may take as much time as you want to complete the topic coverd in section 5.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Service And Direct Customer-Based Marketing

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Service and Direct Customer-Based Marketing

 Understand about Consumers availability, Existing usage, Market gap analysis, Product

gap and Competitive gap.
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Definition/Overview:

Service and Direct Customer-Based Marketing: Service and Direct customer based marketing

is a sub-discipline and type of marketing. There are two main definitional characteristics which

distinguish it from other types of marketing.

Key Points:

1. Intervening media

The first is that it attempts to send its messages directly to consumers, without the use of

intervening media. This involves commercial communication (direct mail, e-mail, and

telemarketing) with consumers or businesses, usually unsolicited. The second characteristic is

that it is focused on driving purchases that can be attributed to a specific "call-to-action." This

aspect of direct marketing involves an emphasis on track able, measurable positive (but not

negative) responses from consumers (known simply as "response" in the industry) regardless of

medium. If the advertisement asks the prospect to take a specific action, for instance call a free

phone number or visit a website, then the effort is considered to be direct response advertising.

2. Direct marketing

Direct marketing is attractive to many marketers, because in many cases its positive effect (but

not negative results) can be measured directly. For example, if a marketer sends out one million

solicitations by mail, and ten thousand customers can be tracked as having responded to the

promotion, the marketer can say with some confidence that the campaign led directly to the

responses. The number of recipients who are offended by the junk mail/spam, however, is not

easily measured. By contrast, measurement of other media must often be indirect, since there is

no direct response from a consumer.
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Measurement of results, a fundamental element in successful direct marketing, is explored in

greater detail elsewhere in this article. Yet since the start of the Internet-age the challenges of

Chief Marketing Executives (CMOs) are tracking direct marketing responses and measuring

results.

While many marketers like this form of marketing, some direct marketing efforts using particular

media have been criticized for generating unwanted solicitations. For example, direct mail that is

irrelevant to the recipient is considered junk mail, and unwanted email messages are considered

spam. Some consumers are demanding an end to direct marketing for privacy and environmental

reasons, which direct marketers are able to provide by using "opt out" lists, variable printing and

more targeted mailing lists.

: Financial Analysis

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of financial analysis

 Understand about financial Goals, Methods, Theoretical challenges and Accounting

policies

Definition/Overview:

Financial Analysis: Financial analysis refers to an assessment of the viability, stability and

profitability of a business, sub-business or project.
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Key Points:

1. Financial analysis

It is performed by professionals who prepare reports using ratios that make use of information

taken from financial statements and other reports. These reports are usually presented to top

management as one of their bases in making business decisions. Based on these reports,

management may:

 Continue or discontinue its main operation or part of its business;

 Make or purchase certain materials in the manufacture of its product;

 Acquire or rent/lease certain machineries and equipments in the production of its goods;

 Issue stocks or negotiate for a bank loan to increase its working capital.

 Other decisions that allow management to make an informed selection on various

alternatives in the conduct of its business.

2. Goals

 Financial analysts often assess the firm's:

o Profitability- its ability to earn income and sustain growth in both short-term and

long-term. A company's degree of profitability is usually based on the income statement, which

reports on the company's results of operations;

o Solvency- its ability to pay its obligation to creditors and other third parties in the

long-term;

o Liquidity- its ability to maintain positive cash flow, while satisfying immediate

obligations;

o Both 2 and 3 are based on the company's balance sheet, which indicates the

financial condition of a business as of a given point in time.

o Stability- the firm's ability to remain in business in the long run, without having to

sustain significant losses in the conduct of its business. Assessing a company's stability requires

the use of both the income statement and the balance sheet, as well as other financial and non-

financial indicators.
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3. Methods

Financial analysts often compare financial ratios (of solvency, profitability, growth...):

 Past Performance: Across historical time periods for the same firm (the last 5 years for

example),

 Future Performance: Using historical figures and certain mathematical and statistical

techniques, including present and future values, This extrapolation method is the main source of

errors in financial analysis as past statistics can be poor predictors of future prospects.

 Comparative Performance: Comparison between similar firms. These ratios are

calculated by dividing a (group of) account balance(s), taken from the balance sheet and / or the

income statement, by another, for example:

Net profit / equity = return on equity

Gross profit / balance sheet total = return on assets

Stock price / earnings per share = P/E-ratio

 Comparing financial ratios are merely one way of conducting financial analysis.

4. Theoretical challenges

Financial ratios face several theoretical challenges:

 They say little about the firm's prospects in an absolute sense. Their insights about

relative performance require a reference point from other time periods or similar firms.

 One ratio holds little meaning. As indicators, ratios can be logically interpreted in at least

two ways. One can partially overcome this problem by combining several related ratios to paint a

more comprehensive picture of the firm's performance.

 Seasonal factors may prevent year-end values from being representative. A ratio's values

may be distorted as account balances change from the beginning to the end of an accounting

period. Use average values for such accounts whenever possible.

 Financial ratios are no more objective than the accounting methods employed.
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5. Accounting policies

Changes in accounting policies or choices can yield drastically different ratio values.

 They fail to account for exogenous factors like investor behavior that are not based upon

economic fundamentals of the firm or the general economy (fundamental analysis).

: Marketing Metrics

Topic Objective:

At the end of this topic student would be able to:

 Learn aspects of Customer Engagement metrics

 Understand about CE metric, Root metrics, Action metrics and CE-metric selection

Definition/Overview:

Online Customer Engagement: A social phenomenon enabled by the wide adoption of the

internet in the late 1990s and taking off with the technical developments in connection speed

(broadband) in the decade that followed. Online CE is qualitatively different from the

engagement of consumers offline.

Customers behavior: The behavior of customers that engage in online communities revolving,

directly or indirectly, around product categories (cycling, sailing) and other consumption topics.

It details the process that leads to a customers positive engagement with the company or offering,

as well as the behaviors associated with different degrees of customer engagement.
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CE-marketing: Marketing practices that aim to create, stimulate or influence CE behavior.

Although CE-marketing efforts must be consistent both online and offline, the internet is the

basis of CE-marketing.

Metrics: Metrics that measure the effectiveness of the marketing practices which seek to create

stimulate or influence CE behavior.

Key Points:

1. Customer Engagement metrics

All marketing practices, including Internet Marketing include measuring the effectiveness of

various media along the Customer Engagement Cycle, as consumers travel from awareness to

Purchase. Often the use of CVP Analysis factors into strategy decisions, including budgets and

media placement. The CE metric is useful for:

 Planning:

 Measuring Effectiveness

1.1.Planning

 Identify where CE-marketing efforts should take place; which of the communities that the

target customers participate in are the most engaging?

 Specify the way in which target customers engage, or want to engage, with the company

or offering.

1.2.Measuring Effectiveness

 Measure how successful CE-marketing efforts have been at engaging target customers.
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 The importance of CE as a marketing metric is reflected in ARFs statement:

 The industry is moving toward customer engagement with marketing communications as

the 21st century metric of marketing efficiency and effectiveness.

2. CE metric

ARF envisages CE exclusively as a metric of engagement with communication, but it is not

necessary to distinguish between engaging with the communication and with the product since

CE behaviour deals with, and is influenced by, involvement with both.

Eric Petersons definition also frames CE as a metric:

Engagement is an estimate of the degree and depth of visitor interaction on the site against a

clearly defined set of goals.

In order to be operational, CE-metrics must be combined with psychodemographics. It is not

enough to know that a website has 500 highly engaged members, for instance; it is imperative to

know what percentage are members of the companys target market. As a metric for

effectiveness, Scott Karp suggests, CE is the solution to the same intractable problems that have

long been a struggle for old media: how to prove value.

The CE-metric is synthetic and integrates a number of variables. The World Federation of

Advertisers calls it consumer-centric holistic measurement. The following items have all been

proposed as components of a CE-metric:

3. Root metrics

 Duration of visit
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 Frequency of visit (returning to the site directly through a URL or bookmark - or

indirectly).

 % repeat visits

 Recency of visit

 Depth of visit (% of site visited)

 CTR

 Sales

 Lifetime value

4. Action metrics

 RSS feed subscriptions

 Bookmarks, tags, ratings

 Viewing of high-value or medium-value content (as valued from the organisations point-

of-view). Depth of visit can be combined with this variable.

 Inquiries

 Providing personal information

 Downloads

 Content resyndication

 Customer reviews

 Comments: their quality is another indicator of the degree of engagement.

 Ratio between posts and comments plus trackbacks.

5. CE-metric selection

In selecting the components of a CE-metric, the following issues must be resolved:

 Flexible metric vs. Industry standard: According to some, CE measurement has never

been one size fits-all but should vary according to industry, organisation, business goal etc. On

the other hand, corporate clients and even agencies also desire some type of solid index. Internal

metrics could, perhaps, be developed in addition to a comparative, industry-wide one. Other

exponents of a flexible CE-metric include Bill Gassman in his comments to How do you

calculate engagement? Part I. Eric Peterson shares Gassmans views.
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 Relative weighting: The relative weighting associated with each CE-component in an

algorithm. For instance, is subscribing to RSS more important than contributing a comment? If

yes how much more important exactly? Relative weighting links up with the issue of flexible vs.

standardised metrics: Is the relative weighting going to be solid as will be required if the CE-

metric is to be standardised or is it going to differ depending on the industry, organisation,

business goals etc?

 Component measurability: Most of the components of a CE-metric face problems of

measurement. Duration of visit for example suffers from (a) failing to capture the most engaged

users who like to peruse RSS feeds; (b) inaccuracy arising from leaving a tab open during

breaks, stopping to converse with co-workers, etc.

 Length of measurement: For how long must the various CE components be measured if

CE is to reflect loyalty rather than short-term, faddish engagement?
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