
“Marketing Channels”.

: Marketing Channel Concepts

Topic Objective:

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

 Learn about the growing importance of marketing channels

 Understand the definition of marketing channels

 Define how marketing channels relate to strategic variables in the marketing mix

 The flows in the marketing channels and their relationship to channel management

 Learn the principles of specialization, division of labor, and contactual efficiency

 Understand the difference between the concepts of channel structure and of ancillary

structure

Definition/Overview:

Marketing Channel: A marketing channel is a set of practices or activities necessary to transfer

the ownership of goods, and to move goods, from the point of production to the point of

consumption and, as such, which consists of all the institutions and all the marketing activities in

the marketing process.

Key Points:

1. Marketing mix

After a product is manufactured, it may be warehoused or shipped to the next echelon in the

supply chain, typically a distributor, retailer or consumer. The other three parts of the marketing

mix are product management, pricing, and promotion.
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Frequently there may be a chain of intermediaries; each passing the product down the chain to

the next organization, before it finally reaches the consumer or end-user. This process is known

as the 'distribution chain' or the 'channel.' Each of the elements in these chains will have their

own specific needs, which the producer must take into account, along with those of the all-

important end-user.

2. Channels

A number of alternate 'channels' of distribution may be available:

 Selling direct, such as via mail order, Internet and telephone sales

 Agent, who typically sells direct on behalf of the producer

 Distributor (also called wholesaler), who sells to retailers

 Retailer (also called dealer or reseller), who sells to end customers

 Advertisement typically used for consumption goods

3. Distribution

Distribution (or place) is one of the four elements of marketing mix. An organization or set of

organizations (go-betweens) involved in the process of making a product or service available for

use or consumption by a consumer or business user.

4. Channel members

Distribution channels can thus have a number of levels. Kotler defined the simplest level, that of

a direct contact with no intermediaries involved, as the 'zero-level' channel.

The next level, the 'one-level' channel, features just one intermediary; in consumer goods a

retailer, for industrial goods a distributor. In small markets (such as small countries) it is

practical to reach the whole market using just one- and zero-level channels.
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In large markets (such as larger countries) a second level, a wholesaler for example, is now

mainly used to extend distribution to the large number of small, neighborhood retailers or

dealers.

In IT and Telecom industry levels are named "tiers". A one tier channel means that vendors IT

product manufacturers (or software publishers) work directly with the dealers. A one tier / two

tier channel means that vendors work directly with dealers and with distributors who sell to

dealers. But the most important is the distributor or wholesaler.

5. The internal market

Many of the marketing principles and techniques which are applied to the external customers of

an organization can be just as effectively applied to each subsidiary's, or each department's,

'internal' customers.

In some parts of certain organizations this may in fact be formalized, as goods are transferred

between separate parts of the organization at a `transfer price'. To all intents and purposes, with

the possible exception of the pricing mechanism itself, this process can and should be viewed as

a normal buyer-seller relationship. The fact that this is a captive market, resulting in a `monopoly

price', should not discourage the participants from employing marketing techniques.

Less obvious, but just as practical, is the use of `marketing' by service and administrative

departments; to optimize their contribution to their `customers' (the rest of the organization in

general, and those parts of it which deal directly with them in particular). In all of this, the

lessons of the non-profit organizations, in dealing with their clients, offer a very useful parallel.
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6. Channel Decisions

 Channel strategy

 Product (or service)<>Cost<>Consumer location

: The Channel Participants

Topic Objective:

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

 Learn about the importance of channels

 The flows in the marketing channels and Channel Participants

 Learn the principles of Distribution channel and Channel design

 Understand the Channel functions and flows

Definition/Overview:

Channel participants: Channel participants and components that will support the primary level

channel participants, and which are the fundamental branches of the secondary level

components, may also be included.

Key Points:

1. Multichannel marketing

Multichannel marketing is marketing using many different marketing channels to reach a

customer. In this sense, a channel might be a retail store, a web site, a mail order catalogue, or

direct personal communications by letter, email or text message. The objective of the company

doing the marketing is to make it easy for a consumer to buy from them in whatever way is most
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appropriate. To be effective multichannel marketing needs to be supported by good supply chain

management systems, so that the details and prices of goods on offer are consistent across the

different channels. It might also be supported by detailed analysis of the return on investment

from each different channel, measured in terms of customer response and conversion of sales.

Some companies target certain channels at different demographic segments of the market or at

different socio-economic groups of consumers.

2. Distribution channel

Many producers do not sell products or services directly to consumers and instead use marketing

intermediaries to execute an assortment of necessary functions to get the product to the final

user. These intermediaries, such as middlemen (wholesalers, retailers, agents, and brokers),

distributors, or financial intermediaries, typically enter into longer-term commitments with the

producer and make up what is known as the marketing channel, or the channel of distribution.

Manufacturers use raw materials to produce finished products, which in turn may be sent directly

to the retailer, or, less often, to the consumer. However, as a general rule, finished goods flow

from the manufacturer to one or more wholesalers before they reach the retailer and, finally, the

consumer. Each party in the distribution channel usually acquires legal possession of goods

during their physical transfer, but this is not always the case. For instance, in consignment

selling, the producer retains full legal ownership even though the goods may be in the hands of

the wholesaler or retailerthat is, until the merchandise reaches the final user or consumer.

Channels of distribution tend to be more directthat is, shorter and simplerin the less

industrialized nations. There are notable exceptions, however. For instance, the Ghana Cocoa

Marketing Board collects cacao beans in Ghana and licenses trading firms to process the

commodity. Similar marketing processes are used in other West African nations. Because of the

vast number of small-scale producers, these agents operate through middlemen who, in turn,

enlist sub-buyers to find runners to transport the products from remote areas. Japans marketing

organization was, until the late 20th century, characterized by long and complex channels of
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distribution and a variety of wholesalers. It was possible for a product to pass through a

minimum of five separate wholesalers before it reached a retailer.

3. Channel design

The channel design is based on the level of service desired by the target consumer. There are five

primary service components that facilitate the marketers understanding of what, where, why,

when, and how target customers buy certain products. The service variables are quantity or lot

size (the number of units a customer purchases on any given purchase occasion), waiting time

(the amount of time customers are willing to wait for receipt of goods), proximity or spatial

convenience (accessibility of the product), product variety (the breadth of assortment of the

product offering), and service backup (add-on services such as delivery or installation provided

by the channel). It is essential for the designer of the marketing channeltypically the

manufacturerto recognize the level of each service point that the target customer desires. A

single manufacturer may service several target customer groups through separate channels, and

therefore each set of service outputs for these groups could vary. One group of target customers

may want elevated levels of service (that is, fast delivery, high product availability, large product

assortment, and installation). Their demand for such increased service translates into higher costs

for the channel and higher prices for customers. However, the prosperity of discount and

warehouse stores demonstrates that customers are willing to accept lower service outputs if this

leads to lower prices.

4. Channel functions and flows

In order to deliver the optimal level of service outputs to their target consumers, manufacturers

are willing to allocate some of their tasks, or marketing flows, to intermediaries. As any

marketing channel moves goods from producers to consumers, the marketing intermediaries

perform, or participate in, a number of marketing flows, or activities. The typical marketing

flows, listed in the usual sequence in which they arise, are collection and distribution of

marketing research information (information), development and dissemination of persuasive

communications (promotion), agreement on terms for transfer of ownership or possession
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(negotiation), intentions to buy (ordering), acquisition and allocation of funds (financing),

assumption of risks (risk taking), storage and movement of product (physical possession), buyers

paying sellers (payment), and transfer of ownership (title).

Each of these flows must be performed by a marketing intermediary for any channel to deliver

the goods to the final consumer. Thus, each producer must decide who will perform which of

these functions in order to deliver the service output levels that the target consumers desire.

Producers delegate these flows for a variety of reasons. First, they may lack the financial

resources to carry out the intermediary activities themselves. Second, many producers can earn a

superior return on their capital by investing profits back into their core business rather than into

the distribution of their products. Finally, intermediaries, or middlemen, offer superior efficiency

in making goods and services widely available and accessible to final users. For instance, in

overseas markets it may be difficult for an exporter to establish contact with end users, and

various kinds of agents must therefore be employed. Because an intermediary typically focuses

on only a small handful of specialized tasks within the marketing channel, each intermediary,

through specialization, experience, or scale of operation, can offer a producer greater distribution

benefits.

: The Environment Of Marketing Channels

Topic Objective:

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

 Learn about the importance of channels

 The flows in the marketing channels and Channel Participants

 Learn the principles of Distribution channel and Channel design

 Understand the Channel functions and flows
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Definition/Overview:

Market Environment: The market environment is a marketing term and refers to all of the

forces outside of marketing that affect marketing managements ability to build and maintain

successful relationships with target customers. The market environment consists of both the

macro environment and the microenvironment.

Key Points:

1. Microenvironment

The microenvironment refers to the forces that are close to the company and affect its ability to

serve its customers. It includes the company itself, its suppliers, marketing intermediaries,

customer markets, competitors, and publics.

The company aspect of microenvironment refers to the internal environment of the company.

This includes all departments, such as management, finance, research and development,

purchasing, operations and accounting. Each of these departments has an impact on marketing

decisions. For example, research and development have input as to the features a product can

perform and accounting approves the financial side of marketing plans and budgets.

The suppliers of a company are also an important aspect of the microenvironment because even

the slightest delay in receiving supplies can result in customer dissatisfaction. Marketing

managers must watch supply availability and other trends dealing with suppliers to ensure that

product will be delivered to customers in the time frame required in order to maintain a strong

customer relationship.
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2. Marketing intermediaries

Marketing intermediaries refers to resellers, physical distribution firms, marketing services

agencies, and financial intermediaries. These are the people that help the company promote, sell,

and distribute its products to final buyers. Resellers are those that hold and sell the companys

product. They match the distribution to the customers and include places such as Wal-Mart,

Target, and Best Buy. Physical distribution firms are places such as warehouses that store and

transport the companys product from its origin to its destination. Marketing services agencies are

companies that offer services such as conducting marketing research, advertising, and consulting.

Financial intermediaries are institutions such as banks, credit companies and insurance

companies.

3. Customers

Another aspect of microenvironment is the customers. There are different types of customer

markets including consumer markets, business markets, government markets, international

markets, and reseller markets. The consumer market is made up of individuals who buy goods

and services for their own personal use or use in their household. Business markets include those

that buy goods and services for use in producing their own products to sell. This is different from

the reseller market which includes businesses that purchase goods to resell as is for a profit.

These are the same companies mentioned as market intermediaries. The government market

consists of government agencies that buy goods to produce public services or transfer goods to

others who need them. International markets include buyers in other countries and includes

customers from the previous categories.

4. Competitors

Competitors are also a factor in the microenvironment and include companies with similar

offerings for goods and services. To remain competitive a company must consider who their

biggest competitors are while considering its own size and position in the industry. The company

should develop a strategic advantage over their competitors.
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The final aspect of the microenvironment is publics, which is any group that has an interest in or

impact on the organizations ability to meet its goals. For example, financial publics can hinder a

companys ability to obtain funds affecting the level of credit a company has. Media publics

include newspapers and magazines that can publish articles of interest regarding the company

and editorials that may influence customers opinions.

Government publics can affect the company by passing legislation and laws that put restrictions

on the companys actions. Citizen-action publics include environmental groups and minority

groups and can question the actions of a company and put them in the public spotlight. Local

publics are neighborhood and community organizations and will also question a companys

impact on the local area and the level of responsibility of their actions. The general public can

greatly affect the company as any change in their attitude, whether positive or negative, can

cause sales to go up or down because the general public is often the companys customer base.

And finally, the internal publics include all those who are employed within the company and deal

with the organization and construction of the companys product.

5. Macroenvironment

The macroenvironment refers to all forces that are part of the larger society and affect the

microenvironment. It includes concepts such as demography, economy, natural forces,

technology, politics, and culture.

Demography refers to studying human populations in terms of size, density, location, age,

gender, race, and occupation. This is a very important factor to study for marketers and helps to

divide the population into market segments and target markets. An example of demography is

classifying groups of people according to the year they were born. These classifications can be

referred to as baby boomers, who are born between 1946 and 1964, generation X, who are born

between 1965 and 1976, and generation Y, who are born between 1977 and 1994. Each

classification has different characteristics and causes they find important. This can be beneficial
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to a marketer as they can decide who their product would benefit most and tailor their marketing

plan to attract that segment. Demography covers many aspects that are important to marketers

including family dynamics, geographic shifts, work force changes, and levels of diversity in any

given area.

6. Economic Environment

Another aspect of the macroenvironment is the economic environment. This refers to the

purchasing power of potential customers and the ways in which people spend their money.

Within this area are two different economies, subsistence and industrialized. Subsistence

economies are based more in agriculture and consume their own industrial output. Industrial

economies have markets that are diverse and carry many different types of goods. Each is

important to the marketer because each has a highly different spending pattern as well as

different distribution of wealth.

7. Natural Environment

The natural environment is another important factor of the macroenvironment. This includes the

natural resources that a company uses as inputs and affects their marketing activities. The

concern in this area is the increased pollution, shortages of raw materials and increased

governmental intervention. As raw materials become increasingly scarcer, the ability to create a

companys product gets much harder. Also, pollution can go as far as negatively affecting a

companys reputation if they are known for damaging the environment. The last concern,

government intervention can make it increasingly harder for a company to fulfill their goals as

requirements get more stringent.

8. Technological Environment

The technological environment is perhaps one of the fastest changing factors in the

macroenvironment. This includes all developments from antibiotics and surgery to nuclear

missiles and chemical weapons to automobiles and credit cards. As these markets develop it can
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create new markets and new uses for products. It also requires a company to stay ahead of others

and update their own technology as it becomes outdated. They must stay informed of trends so

they can be part of the next big thing, rather than becoming outdated and suffering the

consequences financially.

9. Political Environment

The political environment includes all laws, government agencies, and groups that influence or

limit other organizations and individuals within a society. It is important for marketers to be

aware of these restrictions as they can be complex. Some products are regulated by both state

and federal laws. There are even restrictions for some products as to who the target market may

be, for example, cigarettes should not be marketed to younger children. There are also many

restrictions on subliminal messages and monopolies. As laws and regulations change often, this

is a very important aspect for a marketer to monitor.

10. Cultural environment

The final aspect of the macroenvironment is the cultural environment, which consists of

institutions and basic values and beliefs of a group of people. The values can also be further

categorized into core beliefs, which passed on from generation to generation and very difficult to

change, and secondary beliefs, which tend to be easier to influence. As a marketer, it is important

to know the difference between the two and to focus your marketing campaign to reflect the

values of a target audience.

When dealing with the marketing environment it is important for a company to become

proactive. By doing so, they can create the kind of environment that they will prosper in and can

become more efficient by marketing in areas with the greatest customer potential. It is important

to place equal emphasis on both the macro and microenvironment and to react accordingly to

changes within them.
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: Behavioral Processes In Marketing Channels

Topic Objective:

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

 Learn about the importance of Behavioral Processes

 Learn the principles of Behavioral Processes in Marketing Channels

 Understand the Channel functions and flows

Definition/Overview:

Behavioral targeting: Behavioral targeting or behavioural targeting is a technique used by

online publishers and advertisers to increase the effectiveness of their campaigns.

Key Points:

1. Behavioral targeting

Behavioral targeting uses information collected on an individual's web-browsing behavior, such

as the pages they have visited or the searches they have made, to select which advertisements to

display to that individual. Practitioners believe this helps them deliver their online

advertisements to the users who are most likely to be influenced by them.

Behavioral marketing can be used on its own or in conjunction with other forms of targeting

based on factors like geography, demographics or the surrounding content.

Examples of behavioural targeting in advertising targeting systems include: AdLINK 360, Avail,

Boomerang, Criteo, DoubleClick, nugg.ad, prudsys and WunderLoop. These targeting systems

allow two main ways of using the technology:
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Firstly they allow advertisers \ site owners to display different creative to different people;

Secondly they allow publishers to sell inventory against specific segments of their audiences to

advertisers.

2. Onsite Behavioral targeting

Behavioural targeting techniques may also be applied to content within a retail or other e-

commerce website as a technique for increasing the relevance of product offers and promotions

on a visitor by visitor basis. Again, behavioral data can be combined with demographic and past

purchase history in order to produce a greater degree of granularity in the targeting.

Self-learning onsite behavioral targeting systems will monitor visitor response to site content and

learn what is most likely to generate a desired conversion event. Some good content for each

behavioral trait or pattern is often established using numerous simultaneous multivariate tests.

Onsite behavioural targeting requires relatively high level of traffic before statistical confidence

levels can be reached regarding the probability of a particular offer generating a conversion from

a user with a set behavioural profile. Some providers have been able to do so by leveraging its

large user base, such as Yahoo!. Some providers use a rules based approach, allowing

administrators to set the content and offers shown to those with particular traits.

3. Network Behavioral targeting

Advertising Networks use behavioural targeting in a different way to individual sites. Since they

serve many adverts across many different sites, they are able to build up a picture of the likely

demographic makeup of internet users. An example would be a user seen on football sites,

business sites and male fashion sites. A reasonable guess would be to assume the user is male.

Demographic analyses of individual sites provided either internally (user surveys) or externally

(Comscore \ netratings) allow the networks to sell audiences rather than sites. Although

advertising networks used to sell this product, this was based on picking the sites where the

audiences were. Behavioural targeting allows them to be slightly more specific about this.

4. Concerns

Many online users & advocacy groups are concerned about privacy issues around doing this type

of targeting. This is a controversy that the behavioral targeting industry is trying to contain
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through education, advocacy & product constraints to keep all information non-personally

identifiable or to use opt-in and permission from end-users (permission marketing). AOL created

animated cartoons in 2008 to explain to its users that their past actions may determine the content

of ads they see in the future.

Instructions

In Section 2 of this course you will cover these topics:
Strategy In Marketing Channels

Designing The Marketing Channel

Selecting The Channel Members

Target Markets And Channel Design Strategy

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.

: Strategy In Marketing Channels

Topic Objective:

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

 Learn about the importance of Strategy in Marketing Channels

 Learn the principles of corporate strategy, sic theory and Sectorial tactics and actions

 Understand the types of strategies, Strategic models and Marketing in Practice
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Definition/Overview:

Marketing Strategy: A marketing strategy is a process that can allow an organization to

concentrate its limited resources on the greatest opportunities to increase sales and achieve a

sustainable competitive advantage.

Key Points:

1. Corporate strategy

A marketing strategy is most effective when it is an integral component of corporate strategy,

defining how the organization will successfully engage customers, prospects, and competitors in

the market arena. It is partially derived from broader corporate strategies, corporate missions,

and corporate goals. As the customer constitutes the source of a company's revenue, marketing

strategy is closely linked with sales. A key component of marketing strategy is often to keep

marketing in line with a company's overarching mission statement.

2. Basic theory

 Target Audience

 Proposition/Key Element

 Call to Action

3. Sectorial tactics and actions

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."
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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.

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

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. Marketing strategies are dynamic and

interactive. They are partially planned and partially unplanned.

4. Types of strategies

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:

 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:

o Leader

o Challenger

o Follower

 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.

o Product differentiation

o Market segmentation
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 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:

o Pioneers

o Close followers

o Late followers

 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:

o Horizontal integration

o Vertical integration

o Diversification

o Intensification

 A more detailed scheme uses the categories:

o Prospector

o Analyzer

o Defender

o Reactor

 Marketing warfare strategies - This scheme draws parallels between marketing strategies

and military strategies.

5. Strategic models

Marketing participants often employ strategic models and tools to analyze marketing decisions.

When beginning a strategic analysis, the 3Cs can be employed to get a broad understanding of

the strategic environment. An Ansoff Matrix is also often used to convey an organization's

strategic positioning of their marketing mix. The 4Ps can then be utilized to form a marketing

plan to pursue a defined strategy.
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6. Marketing in Practice

6.1.The Consumer-Centric Business

There are a many companies especially those in the Consumer Package Goods (CPG) market

that adopt the theory of running their business centred 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 behaviours) on their

target Consumers, Shoppers and retail partners. These Growth Opportunites emerge from

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

business challenges.The Marketing team can then prioritise these Growth Opportunites and

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

products, services as well as changes to the 4Ps.

6.2.Real-life marketing

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.

For most of their time, marketing managers use intuition and experience to analyze and

handle the complex, and unique, situations being faced; without easy reference to theory.

This will often be 'flying by the seat of the pants', or 'gut-reaction'; where the overall strategy,

coupled with the knowledge of the customer which has been absorbed almost by a process of

osmosis, will determine the quality of the marketing employed. This, almost instinctive

management, is what is sometimes called 'coarse marketing'; to distinguish it from the

refined, aesthetically pleasing, form favored by the theorists.
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: Designing The Marketing Channel

Topic Objective:

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

 Explain Designing of the Marketing Channel

 Describe Vertical marketing, Intention of vertical marketing and Horizontal marketing

Definition/Overview:

Designing the Marketing Channel: 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 salesforce, calling on the larger accounts, with agents, covering the smaller

customers and prospects.

Key Points:

1. 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

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).
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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.

2. Intention of vertical marketing

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).

3. 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

beyond the capacity of each individual organization alone. In general, this is less likely to

revolve around marketing synergy.

: Selecting The Channel Members

Topic Objective:

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

 Explain why advertising is an essential feature of capitalistic economic systems.

 Describe manufacturers of Distribution channels

 Identify forces theoretical arguments, Channel membership
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Definition/Overview:

Distribution channels: Distribution channels can thus have a number of levels. Kotler defined

the simplest level, that of direct contact with no intermediaries involved, as the 'zero-level'

channel.

The next level, the 'one-level' channel, features just one intermediary; in consumer goods a

retailer, for industrial goods a distributor. In small markets (such as small countries) it is

practical to reach the whole market using just one- and zero-level channels.

In large markets (such as larger countries) a second level, a wholesaler for example, is now

mainly used to extend distribution to the large number of small, neighborhood retailers.

Key Points:

1. Theoretical Arguments

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.

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

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

22
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



 Monitoring and managing channels

2. 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.

 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.

: Target Markets And Channel Design Strategy

Topic Objective:

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

 Explain the term and conditions of Target Markets and Channel Design Strategy

 Understand the Market specialization, target market and Home market

 Learn about the Market Segmentation process, Evaluating the Market Segments and

Selecting the Market Segment

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. 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.
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Target Market: A product focusing on a specific target market contrasts sharply with one

following the marketing strategy of mass marketing.

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.

Key Points:

1. Market Segmentation

Market segmentation is the process of classifying a market into distinct subsets (segments) that

behave in similar ways or have similar needs. The segmentation process in itself consists of

segment identification, segment characterization, segment evaluation and target segment

selection. If each segment is fairly homogeneous in its needs and attitudes, it is likely to respond

similarly to a given marketing strategy. That is, they are likely to have similar feelings and ideas

about a marketing mix comprising a given product or service, sold at a given price, and

distributed and promoted in a certain way.

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.

 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.

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

24
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



3. Market Segments Evaluation

3.1.Segment Size and Growth

The company has to appraise the impact on long-run profitability of five groups: industry,

competitors, potential entrants, substitutes, buyers & suppliers.

 Threat of intense segment rivalry: a segment is unattractive if it already contains number

of strong or aggressive competitors.

 Threat of new entrants: a segment is unattractive if it is likely to attract new competitors

who will bring in new capacity, substantial resources & drive for market share growth.

 Threat of substitute products: a segment is unattractive if there exists actual or potential

substitutes for the product & this place a limit on the potential prices & profits.

 Threat of growing bargaining power of buyers: a segment is unattractive if the buyers

possess strong or increasing bargaining power. Buyers' bargaining power grows when they

become more concentrated or organized , when the product represents a significant fraction of

the buyers' cost, when the product is undifferentiated, when the buyers are price sensitive.

 Threat of growing barging power of suppliers: a segment is unattractive if the company's

supplier-raw materials, equipments etc.- are able to raise prices or reduce the quality or quantity

of ordered goods or services.

Another charge leveled at advertisers is that they purchase airtime only on programs that draw

large audiences. Critics argue that these mass-market programs lower the quality of television

(e.g., South Park) because cultural and educational programs, which draw smaller and more

selective markets, are dropped in favor of mass-market programs.

3.2.Companys Objectives & Resources

The company needs to consider its own objectives & resources in relation to that segment

could be dismissed because they do not mesh with the company's long term objectives. Even

if the segment fits the company's objectives, the company must consider whether it possesses

the requisite skills & resources to succeed in that segment.
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4. Selecting the Market Segment

 Undifferentiated Marketing: the firm might ignore market segment differences & go after

the whole market with one market offer. It focuses on what is common in the needs of buyers. It

relies on mass distribution & mass advertising.

 Differentiated marketing: marketer identifies different market segments & designs a

separate market offer for each segment. Here the sales & costs both are high.

 Concentrated marketing: instead of going for a smaller share of a larger market the

marketer goes for a larger share of one or more smaller groups.

 Micro-marketing: it is tailoring the marketing program according to location &/or

individual customer needs & wants. National works won't work in local market.

5. Targeting strategy

Targeting strategy or targeting is the selection of the customers you wish to service. The

decisions involved in targeting strategy include:

 Which segments to targeting

 How many products to offer

 Which products to offer in which segments

5.1.Targeting Steps

There are three steps to targeting:

o Market segmentation

o Target choice

o Product positioning

5.2.Targeting strategy decisions

Targeting strategy decisions are influenced by:

o Market maturity

o Diversity of buyers' needs and preferences

o Strength of the competition
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o The volume of sales required for profitability

Targeting can be selective (eg.: focus strategy, market specialization strategy or niche strategy),

or extensive (eg.: full coverage, mass marketing, or product specialization).

In Section 3 of this course you will cover these topics:
Motivating The Channel Members

Product Issues In Channel Management

Pricing Issues In Channel Management

Promotion Through The Marketing Channel

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.

: Motivating The Channel Members

Topic Objective:

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

 Understand the channel management

 Describe about the channel membership and about the monitoring

 Learn how the channel motivates consumers and Motivation Management
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Definition/Overview:

Channel Management: The administration of existing channels to secure the cooperation of

channel members in achieving the firms distribution objectives.

Key Points:

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.

 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. 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.
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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 salesforce, calling on the larger accounts, with agents, covering the smaller

customers and prospects.

4. Motivation Management

The actions taken by the manufacturers to foster channel member cooperation in implementing

the manufacturers distribution objectives

5. Distributor Advisory Councils

5.1.Who is involved?

 Top management representatives from the manufacturer and from the channel members

5.2.What are the benefits?

 Provides recognition for the channel members

 Provides a vehicle for identifying and discussing mutual needs and problems

 Results in an overall improvement of channel communications

6. Partnerships & Strategic Alliances

Focus on a continuing and mutually supportive relationship between the manufacturer and its

channel members in an effort to provide a more highly motivated team, network, or alliance of

channel members

6.1.Partnerships & Strategic Alliances phases

 Manufacturer should make explicit statement of policies in areas such as product

availability, technical support, pricing, etc.
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 Manufacturer should assess all existing distributors as to their capabilities for fulfilling

their roles

 Manufacturer should continually appraise the appropriateness of the policies guiding his

or her relationship with the channel members

: Product Issues In Channel Management

Topic Objective:

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

 Explain Product Issues in Channel Management.

 Describe Issues in advertising and promotion

 Identify forces of Use of Issues as Marketing Tactic

 Understand the strategic management and product strategies

Definition/Overview:

Product Issues in Channel Management: By understanding how the other marketing mix

variables interface with the channel variable, and the implications of such, the channel manager

could coordinate all strategic components to create the synergy needed to meet customers needs.

Key Points:

1. Market research

Ethical danger points in market research include:

 Invasion of privacy.

 Stereotyping.

Stereotyping occurs because any analysis of real populations needs to make approximations and

place individuals into groups. However if conducted irresponsibly, stereotyping can lead to a
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variety of ethical undesirable results. In the AMA Statement of Issues, stereotyping is countered

by the obligation to show respect ("acknowledge the basic human dignity of all stakeholders").

2. Market audience

Ethical danger points include:

 Targeting the vulnerable (e.g. children, the elderly).

 Excluding potential customers from the market: selective marketing is used to discourage

demand from undesirable market sectors or disenfranchise them altogether.

Examples of unethical market exclusion or selective marketing are past industry attitudes to the

gay, ethnic minority and obese ("plus-size") markets. Contrary to the popular myth that issues

and profits do not mix, the tapping of these markets has proved highly profitable. For example,

20% of US clothing sales are now plus-size. Another example is the selective marketing of

health care, so that unprofitable sectors (i.e. the elderly) will not attempt to take benefits to which

they are entitled. A further example of market exclusion is the pharmaceutical industry's

exclusion of developing countries from AIDS drugs.

Examples of marketing which unethically targets the elderly include: living trusts, time share

fraud, mass marketing fraud and others. The elderly hold a disproportionate amount of the

world's wealth and are therefore the target of financial exploitation.

In the case of children, the main products are unhealthy food, fashionware and entertainment

goods. Children are a lucrative market: "...children 12 and under spend more than $11 billion of

their own money and influence family spending decisions worth another $165 billion", but are

not capable of resisting or understanding marketing tactics at younger ages ("children don't

understand persuasive intent until they are eight or nine years old"). At older ages competitive

feelings towards other children are stronger than financial sense. The practice of extending

children's marketing from television to the schoolground is also controversial.
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3. Issues in advertising and promotion

Ethical pitfalls in advertising and promotional content include:

 Issues over truth and honesty. In the 1940s and 1950's, tobacco used to be advertised as

promoting health. Today an advertiser who fails to tell the truth not only offends against morality

but also against the law. However the law permits "puffery" (a legal term). The difference

between mere puffery and fraud is a slippery slope: "The problem... is the slippery slope by

which variations on puffery can descend fairly quickly to lies."

 Issues with violence, sex and profanity. Sexual innuendo is a mainstay of advertising

content, and yet is also regarded as a form of sexual harassment. Violence is an issue especially

for children's advertising and advertising likely to be seen by children.

 Taste and controversy. The advertising of certain products may strongly offend some

people while being in the interests of others. Examples include: feminine hygiene products,

hemorrhoid and constipation medication. The advertising of condoms has become acceptable in

the interests of AIDS-prevention, but are nevertheless seen by some as promoting promiscuity.

Some companies have actually marketed themselves on the basis of controversial advertising -

see Benetton. Sony has also frequently attracted criticism for unethical content (portrayals of

Jesus which enfuriated religious groups; racial innuendo in marketing black and white versions

of its PSP product; graffiti adverts in major US cities).

 Negative advertising techniques, such as attack ads. In negative advertising, the

advertiser highlights the disadvantages of competitor products rather than the advantages of their

own. The methods are most familiar from the political sphere:

 Direct marketing is the most controversial of advertising channels, particularly when

approaches are unsolicited. TV commercials and direct mail are common examples. Electronic

spam and telemarketing push the borders of issues and legality more strongly.

 Shills and astroturfers are examples of ways for delivering a marketing message under

the guise of independent product reviews and endorsements, or creating supposedly independent

watchdog or review organisations. For example, fake reviews can be published on Amazon.

Shills are primarily for message-delivery, but they can also be used to drive up prices in auctions,

such as Ebay auctions.
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4. Use of Issues as Marketing Tactic

Business issues have been an increasing concern among larger companies, at least since the

1990s. Major corporations increasingly fear the damage to their image associated with press

revelations of unethical practices. Marketers have been among the fastest to perceive the market's

preference for ethical companies, often moving faster to take advantage of this shift in consumer

taste. This results in the expropriation of issues itself as a selling point or a component of a

corporate image.

 The Body Shop is an example of a company which marketed itself and its entire product

range solely on an ethical message. "The Body Shops only real product is honesty..." (Jon Entine

in a 1996 issues audit of the company). However the story of the Body Shop ended with

increasing criticism of a gap between its morals and its practices.

 Greenwash is an example of a strategy used to make a company appear ethical when its

unethical practices continue.

 Liberation marketing is another strategy whereby a product can masquerade behind an

image that appeals to a range of values, including ethical values related to lifestyle and anti-

consumerism.

5. Strategic Product Management

 Product quality, innovativeness, or technological sophistication

 Capabilities of managers overseeing product line

 Firms financial capacity & willingness to provide promotional support

 Channel members role in implementing product strategies

6. Product Strategies

 Product differentiation

 Product positioning

 Product line expansion & contraction

 Trading up & trading down

 Product brand strategy
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: Pricing Issues In Channel Management

Topic Objective:

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

 Understand the Pricing Issues in Channel Management

 Learn about the Anatomy of Channel Pricing Structure

 Understand the issues of Price fixing and Price discrimination

Definition/Overview:

Pricing issues: Pricing decisions because top-level marketing executives more concern than any

other strategic marketing decision area.

Key Points:

1. Anatomy of Channel Pricing Structure

Channel participants each want a part of the total price sufficient to cover their costs and provide

a desired level of profit.

2. Price fixing

Price fixing is an agreement between business competitors to sell the same product or service at

the same price. In general, it is an agreement intended to ultimately push the price of a product as

high as possible, leading to profits for all the sellers. Price-fixing can also involve any agreement

to fix, peg, discount or stabilize prices. The principal feature is any agreement on price, whether

expressed or implied. For the buyer, meanwhile, the practice results in a phenomenon similar to

price gouging.
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3. Price discrimination

Price discrimination exists when sales of identical goods or services are transacted at different

prices from the same provider. In a theoretical market with perfect information, no transaction

costs or prohibition on secondary exchange (or re-selling) to prevent arbitrage, price

discrimination can be a feature only of monopoly markets. Otherwise, the moment the seller tries

to sell the same good at different prices, the buyer at the lower price can arbitrage by selling to

the consumer buying at the higher price but with a tiny discount. However, market frictions in

oligopolies such as the airlines and even in fully competitive retail or industrial markets allow for

a limited degree of differential pricing to different consumers. Price discrimination also occurs

when it costs more to supply one customer than it does another, and yet the supplier charges both

the same price.

4. Bid rigging

Bid rigging is an illegal agreement between two or more competitors. It is a form of collusion,

which is illegal in most countries. It is a form of price fixing and market allocation, and it

involves an agreement in which one party of a group of bidders will be designated to win the bid.

It is often practised where contracts are determined by a call for bids, for example in the case of

government construction contracts.

There are some very common bid-rigging practices:

 Subcontract bid-rigging occurs where some of the conspirators agree not to submit bids,

or to submit cover bids that are intended not to be successful, on the condition that some parts of

the successful bidder's contract will be subcontracted to them. In this way, they "share the spoils"

among themselves.

 Bid suppression occurs where some of the conspirators agree not to submit a bid so that

another conspirator can successfully win the contract.

 Complementary bidding, also known as cover bidding or courtesy bidding, occurs where

some of the bidders bid an amount knowing that it is too high or contains conditions that they

know to be unacceptable to the agency calling for the bids.

 Bid rotation occurs where the bidders take turns being the designated successful bidder,

for example, each conspirator is designated to be the successful bidder on certain contracts, with
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conspirators designated to win other contracts. This is a form of market allocation, where the

conspirators allocate or apportion markets, products, customers or geographic territories among

themselves, so that each will get a "fair share" of the total business, without having to truly

compete with the others for that business.

In economics, "dumping" can refer to any kind of predatory pricing. However, the word is now

generally used only in the context of international trade law, where dumping is defined as the act

of a manufacturer in one country exporting a product to another country at a price which is either

below the price it charges in its home market or is below its costs of production. The term has a

negative connotation, but advocates of free markets see "dumping" as beneficial for consumers

and believe that protectionism to prevent it would have net negative consequences. Advocates

for workers and laborers however, believe that safeguarding businesses against predatory

practices, such as dumping, help alleviate some of the harsher consequences of free trade

between economies at different stages of development. The Bolkestein directive, for example,

was accused in Europe of being a form of "social dumping," as it favored competition between

workers, as exemplified by the Polish Plumber stereotype.

: Promotion Through The Marketing Channel

Topic Objective:

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

 Understand the Promotion through the Marketing Channel

 Learn about the Channel Member Support

 Understand the issues of promotion, Pull Strategy, Push Strategy and Cooperative

Advertising
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Definition/Overview:

Channel Member Support: After a product is manufactured, it may be warehoused or shipped

to the next echelon in the supply chain, typically a distributor, retailer or consumer. The other

three parts of the marketing mix are product management, pricing, and promotion

Key Points:

1. Promotion

Promotion involves disseminating information about a product, product line, brand, or company.

It is one of the four key aspects of the marketing mix. (The other three elements are product

marketing, pricing, and distribution.) Promotion is generally sub-divided into two parts: Above

the line promotion: Promotion in the media (e.g. TV, radio, newspapers, Internet and Mobile

Phones) in which the advertiser pays an advertising agency to place the ad

 Below the line promotion: All other promotion. Much of this is intended to be subtle

enough for the consumer to be unaware that promotion is taking place. E.g. sponsorship, product

placement, endorsements, sales promotion, merchandising, direct mail, personal selling, public

relations, trade shows

2. Channel Member Support

Why is channel member support one of the major tools of the manufacturers promotional mix?

3. Pull Strategy

Manufacturer builds strong consumer demand for a product to force members to automatically

promote the manufacturers product because it is in their obvious self-interest to do so.

4. Push Strategy
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Manufacturer develops mutual effort & cooperation in the development & implementation of

promotional strategies by working directly with members to develop strong & viable

promotional support.

5. Cooperative Advertising

A sharing in the cost on a 5050 basis up to some percentage of the retailers purchases from the

manufacturer.

In Section 4 of this course you will cover these topics:
Logistics And Channel Management

Evaluating Channel Member Performance

Electronic Marketing Channels

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.

: Logistics And Channel Management

Topic Objective:

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

 Understand the Logistics and Channel Management

 Learn about the Supply Chain Management and Channel management
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Definition/Overview:

Logistics: Planning, implementing, and controlling the physical flows of materials and final

goods from points of origin to points of use to meet customers needs at a profit.

Supply Chain Management: Logistical systems that emphasize close cooperation and

comprehensive inter organizational management to integrate the logistical operations of the

different firms in the channel

Channel management: 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 consumer goods manufacturers could never justify the cost of selling direct to their

consumers, except by mail order. 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.

Key Points:

1. Suppliers

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.

2. Supplier decision

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

 Channel membership
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 Channel motivation

 Monitoring and managing channels

3. 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.

 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.

: Evaluating Channel Member Performance

Topic Objective:

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

 Learn about the how to evaluate Channel Member Performance

 Understand the Degree of Control, Importance of Channel Members and Nature of the

Product

Definition/Overview:

Channel Member: The importance of channel member performance equals that of employee

evaluations within the firm.
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 The channel manager works with individual firms rather than with individual employees.

 The setting is interorganizational rather than intraorganizational.

Key Points:

1. Degree of Control

Control that a producer, manufacturer, or franchisor has over members is based on strong

contractual agreements. Channel manager can demand a great deal of information on

member operations. Manufacturer lacks strong market acceptance for its products &

strong channel control based on contractual commitments. Manufacturer can exert little control

over channel members.

2. Importance of Channel Members

Evaluation of channel members is more comprehensive for manufacturers who sell all of

their output through intermediaries than for manufacturers who rely less on

intermediaries. Because the firms success in the market is directly dependent on the channel

members performance

3. Nature of the Product

The more complex the product, the broader the scope of evaluation. For products of very high

unit value, the gain or loss of a single order is important to the manufacturer

: Electronic Marketing Channels

Topic Objective:

At the end of this topic student would be able to:
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 Explain about the Electronic Marketing Channels

 Describe the features of Intrenet marketing

 Understand the Differences among electronic marketing with ftraditional marketing

Definition/Overview:

Electronic marketing: Electronic marketing is a form of direct marketing which uses electronic

mail as a means of communicating commercial or fundraising messages to an audience. In its

broadest sense, every email sent to a potential or current customer could be considered email

marketing. However, the term is usually used to refer to:

 Sending emails with the purpose of enhancing the relationship of a merchant with its

current or old customers and to encourage customer loyalty and repeat business.

 Sending emails with the purpose of acquiring new customers or convincing old customers

to buy something immediately.

 Adding advertisements in emails sent by other companies to their customers.

 Emails that are being sent on the Internet (Email did and does exist outside the Internet,

Network Email, FIDO etc.)

Key Points:

1. Electronic marketing

Electronic marketing (on the Internet) is popular with companies because:

 The advantage of a mailing list is clearly the ability to distribute information to a wide

range of specific, potential customers at a relatively low cost.

 Compared to other media investments such as direct mail or printed newsletters, it is less

expensive.
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 An exact Return on investment can be tracked ("track to basket") and has proven to be

high when done properly. Email marketing is often reported as second only to search marketing

as the most effective online marketing tactic.

 It is instant, as opposed to a mailed advertisement, an email arrives in a few seconds or

minutes.

 It lets the advertiser "push" the message to its audience, as opposed to a website that

waits for customers to come in.

 It is easy to track. An advertiser can track users via web bugs, bounce messages, un-

subscribes, read-receipts, click-throughs, etc. These can be used to measure open rates, positive

or negative responses, correlate sales with marketing.

 Advertisers generate repeat business affordably and automatically

 Advertisers can reach substantial numbers of email subscribers who have opted in

(consented) to receive email communications on subjects of interest to them

 Over half of Internet users check or send email on a typical day.

 Specific types of interaction with messages can trigger other messages to be

automatically delivered.

 Specific types of interaction with messages can trigger other events such as updating the

profile of the recipient to indicate a specific interest category.

 Green - email marketing is paper-free

2. Intrenet marketing

Internet marketing, also referred to as web marketing, online marketing, or eMarketing, is the

marketing of products or services over the Internet.

The Internet has brought many unique benefits to marketing, one of which being lower costs for

the distribution of information and media to a global audience. The interactive nature of Internet

marketing, both in terms of providing instant response and eliciting responses, is a unique quality

of the medium. Internet marketing is sometimes considered to have a broader scope because it

refers to digital media such as the Internet, e-mail, and wireless media; however, Internet
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marketing also includes management of digital customer data and electronic customer

relationship management (ECRM) systems.

Internet marketing ties together creative and technical aspects of the Internet, including design,

development, advertising, and sales. Internet marketing does not simply entail building or

promoting a website, nor does it mean placing a banner ad on another website. Effective Internet

marketing requires a comprehensive strategy that synergizes a given company's business model

and sales goals with its website function and appearance, focusing on its target market through

proper choice of advertising type, media, and design.

3. Differences from traditional marketing

3.1.One-to-one approach

The targeted user is typically browsing the Internet alone, so the marketing messages can

reach them personally. This approach is used in search marketing, where the advertisements

are based on search engine keywords entered by the user.

3.2.Appeal to specific interests

Internet marketing and geo marketing places an emphasis on marketing that appeals to a

specific behaviour or interest, rather than reaching out to a broadly-defined demographic.

"On- and Off-line" marketers typically segment their markets according to age group, gender,

geography, and other general factors. Marketers have the luxury of targeting by activity and

geolocation. For example, a kayak company can post advertisements on kayaking and

canoing websites with the full knowledge that the audience has a related interest.

Internet marketing differs from magazine advertisements, where the goal is to appeal to the

projected demographic of the periodical. Because the advertiser has knowledge of the target

audiencepeople who engage in certain activities (e.g., uploading pictures, contributing to
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blogs) the company does not rely on the expectation that a certain group of people will be

interested in its new product or service.

3.3.Geo targeting

Geo targeting (in internet marketing) and geo marketing are the methods of determining the

geolocation (the physical location) of a website visitor with geolocation software, and

delivering different content to that visitor based on his or her location, such as country,

region/state, city, metro code/zip code, organization, Internet Protocol (IP) address, ISP or

other criteria.

3.4.Different content by choice

A typical example for different content by choice in geo targeting is the FedEx website at

FedEx.com where users have the choice to select their country location first and are then

presented with different site or article content depending on their selection.

3.5.Automated different content

With automated different content in internet marketing and geomarketing the delivery of

different content based on the geographical geolocation and other personal information is

automated.
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Instructions

In Section 5 of this course you will cover these topics:
Direct Selling And Direct Marketing Channel Systems

Marketing Channels For Services

International Channel Perspectives

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.

: Direct Selling And Direct Marketing Channel Systems

Topic Objective:

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

 Explain the concept of direct selling and direct marketing channel systems.

 Learn about the Direct marketing benefits and drawbacks

 Understand the role of Channels in direct selling and marketing

Definition/Overview:

Direct marketing: Direct marketing is a sub-discipline and type of marketing. There are two

main definitional characteristics which distinguish it from other types of marketing. 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, 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
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involves an emphasis on trackable, measurable positive (but not negative) responses from

consumers (known simply as "response" in the industry) regardless of medium.

Direct selling: Direct selling is a retail channel for the distribution of goods and services. At a

basic level it may be defined as marketing and selling products, person-to-person away from a

fixed retail location. Sales are typically made through party plan and other personal contact

arrangements. A text book definition is: "The direct personal presentation, demonstration, and

sale of products and services to consumers, usually in their homes or at their jobs.

Key Points:

1. Direct marketing

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

characteristics which distinguish it from other types of marketing. 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, 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 trackable, 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. Benefits and drawbacks

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
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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.

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.

3. Channels

Some direct marketers also use media such as door hangers, package inserts, magazines,

newspapers, radio, television, email, internet banner ads, pay-per-click ads, billboards, transit

ads. And according to Ad Age, "In 2005, U.S. agencies generated more revenue from marketing

services (which include direct marketing) than from traditional advertising and media."

4. Telemarketing

The second most common form of direct marketing is telemarketing,{[fact}} in which marketers

contact consumers by phone. The unpopularity of cold call telemarketing (in which the consumer

does not expect or invite the sales call) has led some US states and the US federal government to

create "no-call lists" and legislation including heavy fines. Marketers call telephone numbers.

This process may be outsourced to specialist call centres. The agents sit at computerised work-

stations and try to sell the products of the clients.

In the US, a national do-not-call list went into effect on October 1, 2003. Under the law, it is

illegal for telemarketers to call anyone who has registered themselves on the list. After the list

had operated for one year, over 62 million people had signed up. The telemarketing industry
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opposed the creation of the list, but most telemarketers have complied with the law and refrained

from calling people who are on the list.

Canada has passed legislation to create a similar Do Not Call List. In other countries it is

voluntary, such as the New Zealand Name Removal Service.

5. Email Marketing

Email Marketing may have passed telemarketing in frequency at this point,[citation needed] and

is a third type of direct marketing. A major concern is spam, which actually predates legitimate

email marketing. As a result of the proliferation of mass spamming, ISPs and email service

providers have developed increasingly effective E-Mail Filtering programs. These filters can

interfere with the delivery of email marketing campaigns, even if the person has subscribed to

receive them,[4] as legitimate email marketing can possess the same hallmarks as spam.

6. Door to Door Leaflet Marketing

Leaflet Distribution services are used by extensively by the fast food industries, and many other

business focussing on a local catchment Business to consumer business model, similar to direct

mail marketing, this method is targeted purely by area, and costs a fraction of the amount of a

mailshot due to not having to purchase stamps, envelopes or having to buy address lists and the

names of home occupants.

7. Voicemail Marketing

A fifth type of direct marketing has emerged out of the market prevalence of personal voice

mailboxes, and business voicemail systems. Due to the ubiquity of email marketing, and the

expense of direct mail and telemarketing, voicemail marketing presented a cost effective means

by which to reach people with the warmth of a human voice. Abuse of consumer marketing

applications of voicemail marketing resulted in an abundance of "voice-spam", and prompted

many jurisdictions to pass laws regulating consumer voicemail marketing.
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More recently, businesses have utilized guided voicemail (an application where pre-recorded

voicemails are guided by live callers) to accomplish personalized business-to-business marketing

formerly reserved for telemarketing. Because guided voicemail is used to contact only

businesses, it is exempt from Do Not Call regulations in place for other forms of voicemail

marketing.

8. Direct Selling

Some direct selling associations, for example the Bundesverband Direktvertrieb Deutschland, the

direct selling association of Germany, have given themselves codes of conduct which lead to a

fair partnership both with customers and salesmen. Most of the national direct selling

associations are represented in the World Federation of Direct Selling Associations (WFDSA).

Direct Selling is distinct from Direct Marketing because it is about individual sales agents

reaching and dealing directly with clients. Direct Marketing is about business organisations

seeking a relationship with their customers without going through an agent/consultant or retail

oulet.

: Marketing Channels For Services

Topic Objective:

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

 Understand the Explain the concept of Marketing Channels for Services

 Learn about the marketing benefits and drawbacks

 Understand the role of marketing mix, four Ps of marketing and seven Ps of marketing
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Definition/Overview:

Marketing: Marketing is an ongoing process of planning and executing the marketing mix

(Product, Price, Place, Promotion) for products, services or ideas to create exchange between

individuals and organizations.

Marketing tends to be seen as a creative industry, which includes advertising, distribution and

selling. It is also concerned with anticipating the customers' future needs and wants, which are

often discovered through market research.

Key Points:

1. Marketing

Essentially, marketing is the process of creating or directing an organization to be successful in

selling a product or service that people not only desire, but are willing to buy.

Therefore good marketing must be able to create a "proposition" or set of benefits for the end

customer that delivers value through products or services. Its specialist areas include:

 advertising and branding

 communications

 database marketing

 direct marketing

 event organization

 field marketing

 global marketing

 international marketing

 internet marketing
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 industrial marketing

 market research

 public relations

 retailing

 search engine marketing

 marketing strategy

 marketing plan

 strategic management

 Experiential marketing

2. Market-Focused, Or Customer-Focused

A market-focused, or customer-focused, organization first determines what its potential

customers desire, and then builds the product or service. Marketing theory and practice is

justified in the belief that customers use a product or service because they have a need, or

because it provides a perceived benefit.

Two major factors of marketing are the recruitment of new customers (acquisition) and the

retention and expansion of relationships with existing customers (base management). Once a

marketer has converted the prospective buyer, base management marketing takes over. The

process for base management shifts the marketer to building a relationship, nurturing the links,

enhancing the benefits that sold the buyer in the first place, and improving the product/service

continuously to protect the business from competitive encroachments.

3. Strategic marketing

Strategic marketing attempts to determine how an organization competes against its competitors

in a market place. In particular, it aims at generating a competitive advantage relative to its

competitors.

4. Operational marketing

Operational marketing executes marketing functions to attract and keep customers and to

maximize the value derived for them, as well as to satisfy the customer with prompt services and
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meeting the customer expectations. Operational Marketing includes the determination of the

porter's five forces

5. Marketing mix

In popular usage, "marketing" is the promotion of products, especially advertising and branding.

However, in professional usage the term has a wider meaning which recognizes that marketing is

customer-centered. Products are often developed to meet the desires of groups of customers or

even, in some cases, for specific customers. E. Jerome McCarthy divided marketing into four

general sets of activities. His typology has become so universally recognized that his four

activity sets, the Four Ps, have passed into the language.

The four Ps are:

 Product: The product aspects of marketing deal with the specifications of the actual

goods or services, and how it relates to the end-user's needs and wants. The scope of a product

generally includes supporting elements such as warranties, guarantees, and support.

 Pricing: This refers to the process of setting a price for a product, including discounts.

The price need not be monetary - it can simply be what is exchanged for the product or services,

e.g. time, energy, psychology or attention.

 Promotion: This includes advertising, sales promotion, publicity, and personal selling,

branding and refers to the various methods of promoting the product, brand, or company.

 Placement (or distribution): refers to how the product gets to the customer; for example,

point of sale placement or retailing. This fourth P has also sometimes been called Place, referring

to the channel by which a product or services is sold (e.g. online vs. retail), which geographic

region or industry, to which segment (young adults, families, business people), etc.

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

a marketing plan. The four Ps model is most useful when marketing low value consumer

products. Industrial products, services, high value consumer products require adjustments to this

model. Services marketing must account for the unique nature of services. Industrial or B2B

marketing must account for the long term contractual agreements that are typical in supply chain
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transactions. Relationship marketing attempts to do this by looking at marketing from a long

term relationship perspective rather than individual transactions.

6. Marketing seven Ps

As a counter to this, Morgan, in Riding the Waves of Change (Jossey-Bass, 1988), suggests that

one of the greatest limitations of the 4 Ps approach "is that it unconsciously emphasizes the

insideout view (looking from the company outwards), whereas the essence of marketing should

be the outsidein approach". Nevertheless, the 4 Ps offer a memorable and workable guide to the

major categories of marketing activity, as well as a framework within which these can be used.

As well as the standard four P's (Product, Pricing, Promotion and Place), services marketing calls

upon an extra three, totaling seven and known together as the extended marketing mix. These

are:

 People: Any person coming into contact with customers can have an impact on overall

satisfaction. Whether as part of a supporting service to a product or involved in a total service,

people are particularly important because, in the customer's eyes, they are generally inseparable

from the total service . As a result of this, they must be appropriately trained, well motivated and

the right type of person. Fellow customers are also sometimes referred to under 'people', as they

too can affect the customer's service experience, (e.g., at a sporting event).

 Process: This is the process(es) involved in providing a service and the behaviour of

people, which can be crucial to customer satisfaction.

 Physical evidence: Unlike a product, a service cannot be experienced before it is

delivered, which makes it intangible. This, therefore, means that potential customers could

perceive greater risk when deciding whether to use a service. To reduce the feeling of risk, thus

improving the chance for success, it is often vital to offer potential customers the chance to see

what a service would be like. This is done by providing physical evidence, such as case studies,

testimonials or demonstrations.

 Personalization: It is here referred customization of products and services through the use

of the Internet. Early examples include Dell on-line and Amazon.com, but this concept is further

extended with emerging social media and advanced algorithms. Emerging technologies will

continue to push this idea forward.
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 Participation: This is to allow the customer to participate in what the brand should stand

for; what should be the product directions and even which ads to run. This concept is laying the

foundation for disruptive change through democratization of information.

 Peer-to-Peer: This refers to customer networks and communities where advocacy

happens. The historical problem with marketing is that it is interruptive in nature, trying to

impose a brand on the customer. This is most apparent in TV advertising. These passive

customer bases will ultimately be replaced by the active customer communities. Brand

engagement happens within those conversations. P2P is now being referred as Social Computing

and is likely to be the most disruptive force in the future of marketing.

 Predictive modeling: This refers to algorithms that are being successfully applied in

marketing problems (both a regression as well as a classification problem).

: International Channel Perspectives

Topic Objective:

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

 Understand the International Channel Perspectives

 Learn about the international marketing perspectives

 Understand the goals of international marketing

Definition/Overview:

International Marketing: International Marketing is an ongoing process of planning and

executing the marketing mix (Product, Price, Place, and Promotion) for products, services or

ideas to create exchange between individuals and organizations. Marketing tends to be seen as a

creative industry, which includes advertising, distribution and selling. It is also concerned with

anticipating the customers' future needs and wants, which are often discovered through market

research.
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Key Points:

1. International marketing

International marketing is an instructive business domain that serves to inform and educate target

markets about the value and competitive advantage of a company and its products. Value is

worth derived by the customer from owning and using the product. Competitive Advantage is a

depiction that the company or its products are each doing something better than their competition

in a way that could benefit the customer.

International marketing is focused on the task of conveying pertinent company and product

related information to specific customers, and there are a multitude of decisions (strategies) to be

made within the international marketing domain regarding what information to deliver, how

much information to deliver, to whom to deliver, how to deliver, when to deliver, and where to

deliver. Once the decisions are made, there are numerous ways (tactics) and processes that could

be employed in support of the selected strategies.

2. International marketing Goal

The goal of international marketing is to build and maintain a preference for a company and its

products within the target markets. The goal of any business is to build mutually profitable and

sustainable relationships with its customers. While all business domains are responsible for

accomplishing this goal, the international marketing domain bears a significant share of the

responsibility.

Within the larger scope of its definition, international marketing is performed through the actions

of three coordinated disciplines named: Product International marketing, Corporate International

marketing, and International marketing Communications.
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