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MNM3048- Study Unit 1: Promotion and distribution management

Overview:

Marketing is more than selling, it’s a combo of all activities that culminate a sale, and it’s about discovering what consumers need, creating a product that meets their needs. This is done with the goal of making a profit –means product must be priced correctly

Consumers wont buy a product they know nothing about- so marketing fulfils the role of communication and makes sure the product and customer get together to complete the transaction.

Above summarises the traditional 4 P’s of marketing – Product, price, Place and promotion. 

· Product decisions revolve around creation of market offering which satisfies a need. 

· Pricing decisions: correct price to charge the consumer for a product.

· Place/Distribution decisions: about getting the product to the customer

· Promotion Decisions: communicate info about the product and its benefits to consumer.

A fantastic product at a reasonable price still stands a chance of failing if target consumers aren’t aware if its existence. Promotion /marketing communication plays a vital role in success of any product. Effective promotion is based on effective communication.

1.1 The Nature of Communication

Living in a time of great technological advancements & sophisticated information equipment (computer, internet, instant msg, cell phones) effectiveness of communication process is determined not by technology, but how humans perceive true meaning of the communicated msg.

· Communication is a process, involves obtaining, disseminating and utilising info necessary for planning, organising, leading and controlling activities (main functions). In a well managed business enterprise, everything a manager does, communicated something in some way to somebody/group of people

· Communication Can take place verbally(oral or written) or non-verbally(through body language) researchers found only about 35% of meaning obtained from communication comes from verbal msg, approx 65% of meaning is via Non-verbal communication. It’s essential to interpret body language of consumers

· Sales personnel must be taught to read customer body language as this can help them to increase sales, body language helps identify customers which will not buy a specific product and to realise that continued nagging will only frustrate the customer 

· Business enterprises function within a context of an external environment- this environment of customers, suppliers, general public, government and country as a whole, enterprises undertake advertising or public relations campaigns to communicate with these people to gain their patronage/goodwill

· Management holds meetings, conferences, tradeshows & negotiations, writes business letters, reports and manuals to improve communication within business enterprise. SA companies are continuously striving to survive and group in an incredibly volatile atmosphere of high expectations and change 

· They have to survive in the face of strikes, threats, violence and global communication. Workers are no longer prepared to accept orders & instructions without any say in how a company is run. Communication has become two way. Effective interaction rather than mere communication is needed.

Objective of all business communication is to persuade:

· customers to buy a product

· government to grant subsidies

· public to be well disposed to the business

· workers to be productive

· investors to invest money (buying shares)

· trade unions to be cooperative

· managers to execute better control

To persuade people to act as communicator intends them to- important to provide them with adequate info and to remind them regularly to act in the required way. Customers cant be persuaded to buy a product if they have inadequate info about the product. Shareholders can’t be persuaded if they know very little about the companies plans and prospects. Retailers must provide customers with necessary info so the customer can decide whether the price being paid is worth the value that will be derived from the product.

All business communication is directed at supplying and persuading and reminding a person or group of people to act in a specific way

1.2 Communication Model. * Assessment Q- Describe the communication model using each element*

Activity which occurs when a message is sent by a communicator to a recipient . Figure 1.1 P5 S/G

Sender -> Medium ->Receiver->Noise -> Sender

Sender:

· Communicator encodes a msg, using all kinds of verbal and non-verbal symbols which makes msg clear to the recipient. In his formulation of the msg, the communicator wants to convey his intention clearly to recipient. 

· Choice of symbols used in marketing is crucial

· Msg presented is a combo of symbols, this combo holds the meaning of the msg. if symbols are foreign to recipient, but familiar to the communicator – good chance of msg being misinterpreted

· In advertising – familiar symbols/situations should be used to for msg’s to reduce the risk of misinterpretation 

· Sales reps, mainly use verbal phonetic symbols (language). A variety of non-verbal symbols (gestures, posture) supplement and reinforce the msg. in brochures & other sales material, symbols used are written words and pictures. Sales reps must integrate all these symbols to formulate a msg with persuasive force.

Medium:

· Before sending a msg, communicator must select a particular communication channel which is appropriate for intended recipient. People who never watch TV cant be reached through the medium of TV Ad’s. They may prefer reading- medium of newspapers/periodicals to communicate which wants to get a msg across to them.

Receiver 

· Recipient decodes msg, and assigns meaning to symbols used. Bu studying recipients reactions (through marketing research) communicator can see whether msg has been decoded correctly.

Noise

· Noise can cause the recipient to decode the msg incorrectly. Noise refers to any external factor which interferes with transmission of message which isn’t controlled by communicator. E.g. advertiser buys ad space in a news paper- but the editor places it in a section that has poor readership. As a result few people see the Ad. E.g. a radio Ad can lose its effectiveness if a listener only plays the radio for background entertainment. 

· When msg is decoded, recipient reacts in a  certain way, providing feedback to sender( source of msg)

If a msg is such that recipient missed it, distorts its meaning or for sake of convenience forgets it, recipient isn’t reacting as communicator had intended. It’s the communicators task to formulate and transmit the msg in such a way that the recipient receives it and that it’s not open to misinterpretation. Communicators intention is to persuade recipient to follow a certain pattern of behaviour. Aim of promotion is to persuade recipient to buy a particular product.

1.3 Distribution 

· One element of marketing mix (product/price/distribution/promotion decisions) which creates value fro manufacturing and the consumer. 

· Done by providing manufacturing with a distribution channel which will dispute product as cost- effectively as possible, while providing consumer with optimum accessibility to the product. There’s a different participants in the distribution of a product to a customer. This gives rise to the development of different distribution channels which must be evaluated by manufacturer.

· Various factors must be taken into account when selecting the best distribution channel for a product. Distribution channel for wheat- has to developed due to the uniqueness of the product.

· This channel comprises of farmers who sell to co-operatives, who then sell to millers e.g. Premier Millers, Premier Millers add value and sell flour to retailers such as Spar. Nags of flour are then sold to final consumers. Various other factors influence the level of distribution channel such as intermediary characteristics and characteristics of manufacturer.

· Another aspect of distribution decision making concerns physical distribution of product. Physical distribution refers to physical movement of product through distribution channel. In SA most common form of physical distribution are rail and road transport.

· Distribution channel must be managed; process requires planning, implementation, and control. A crucial aspect of distribution planning remains the intensity of the distribution. In most instances, convenience products are sold using intensive distribution, exclusive products require selective distribution.

STUDY UNIT 2 MARKETING LANDSCAPE OVERVIEW

Companies operate within a complex & dynamic external environment.  Task of marketing-oriented companies to link resources of an organisation to the requirements of its customers.  Done within framework of opportunities and threats presented in the external environment.  Changes are an unequivocal fact and organisations have to adapt to these changes.

Usually, changes occur very slowly, almost imperceptibly.  At other times, occurs quickly, can be so rapid organisations might find it difficult to react in time.  To survive, organisations need to take account of and adapt to the changing environment conditions.  In a free enterprise system, firms have to be free to use their judgement to adapt to ever changing commercial environment which is the mark of free society

2.1 EXPLAIN WHAT IS MEANT BY THE CONCEPT ‘MARKETING ENVIRONMENT’

· Marketing environment is defined as “sum total of variables and forces inside and outside organisations which influence marketing management decisions.

· Change defined as any alternative in status quo of organisation, change from a condition of stability to one of instability or a shift from predictable to unpredictable.  

· It cannot be measured and causes uncertainty.  No single factor can be held responsible for changes, in different communities it occurs in different ways and at different rates.

· Technological innovation, economical fluctuations, changing social values and demographic trends, political changes, aggressive international competition are constantly changing marketing environment, affect performance of businesses and threaten their existence.

As a component of the business environment, the business organisation is at the centre of the environmental changes and is constantly exposed to change.  The end result of this change is the new environment with new trends which can be classified in 3 groups:

· trends which constitute opportunities for marketing management

· trends which pose particular threats to marketing management

· trends which may appear but which have no implications for the business or the industry

Those variables that concern marketing management within the organisation are known as the internal environmental variables

Internal scanning is necessary to determine business strengths and weaknesses.  

External scanning is necessary to gauge opportunities and threats

(SWOT analysis)

Aim is to deploy organisation strengths and resources in market in such a way it can fully utilize opportunities and timeously ward off any threats.  Environmental scanning is part of formulation of a marketing strategy and involves directing organisations resources towards satisfying needs of the market.  Timeous and contin scanning (inside and outside businesses) of total environment in which marketing management must operate to prerequisite for sound decision making about marketing strategy

THREAT unfavourable situation in the environment which if allowed to go unchecked may have a detrimental effect on performance or survival of businesses.  It’s the inability of the company to acknowledge there is growth in other segments. 

EG – Swiss watch industry which didn’t consider growth in cheaper segments of watch market.  An unfavourable condition or tendency in marketing environment that can in the absence of deliberate effort by management, lead to failure of businesses, it product or services.  In view of constant changes in market environment, it’s the duty of management to identify such threats, actual and potential and to develop a counter strategy to meet them

OPPORTUNITY favourable situation in environment in which the business has a competitive advantage and has necessary resources to create new markets and to broaden existing ones.  Favourable conditions or tendency in market environment which can be utilised to benefit the organisation by means of a deliberate management effort.  Possibilities inherent in an opportunity always have to be assessed against the background of the organisations resources and capabilities.  Without the necessary capabilities and resources an opportunity cannot be properly utilised.  Success of a business in making good use of opportunity depends upon its available satisfying requirements for success in that particular market.

2.2 THE COMPOSITION OF THE MARKET ENVIRONMENT

DEFINITION of marketing environment – sum total of factors or variables and players which influence ability of marketing management successfully to develop strategies for its target market.

Total marketing environment comprises out of 3 principle components: Macro, Market & Macro environment
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2.2.1 THE MICRO ENVIRONMENT

1st component of total environment, comprises business organisation itself, comprises mission and objective of businesses, management structures and its resources

Although top management mainly focus their decision making on the organisations mission, objectives and overall strategies, there a four basic top management decisions which are of particular importance of marketing management

a) basic line of business (products and services) 

b) overall goals of the organisation
c) role of marketing management in the above
d) role of the other management functions in reaching the overall goals
Table 2.1 – Variables controlled by marketing management (micro environment)

	Variables
	Elements

	1.  Mission of the business

	Statement of scope and purpose
	This is the direction the company is going, it directs its actions and activities

	2.  Selection of target market

	Size

Characteristics
	Total market, one segment

Black, white, male, female, tall, short, fat, slim

	3.  Marketing objectives

	· Profit

· Customer orientation

· Survival and growth

· Sales and market share

· Brand extension
	· To realise a specific profit per square metre floor space, profit (gross or net) per line or item

· Satisfy customer needs and wants

· To develop new products or scale down on range of products

· To expand the geographic area, add new lines, differentiate product and services offered

· To add new complementary items to existing range

	4.  Resources, skills and abilities
	Product knowledge, finances, facilities

	5.  Marketing instruments

	Product or service

Distribution

Price

Marketing communications
	Items available, level of service, range of sizes and quality

Selected outlets, mail order, retailers or wholesalers

Same as competitors or lower or higher

Advertising, personal selling, publicity, sales promotion


Decisions controlled by top management ultimately reflect the mission and overall goals of the business organisation.  From these top management decisions, marketing management must determine variable for which it’s responsible for.

Marketing management must constantly scan micro environment, their activities should complement and support top management’s decisions if the business is to function as a unit.  Marketing management tasks mainly revolves around supply an attractive product/service for target markets to provide a particular return for the business.

Marketing management’s success is influenced mainly by what happens in rest of business organisation happenings in the market and macro environment which affect the marketing effort.  Marketing management must study needs of the target market and consider other variables and interest groups in the business organisation.  All of these related interest groups constitute a business constitute a business organisation internal or micro environment.  Management decisions influence market environment by extending or curtailing the strategies employed to maintain the business market share.

MISSION – of an organisation defines the business fundamental, unique purpose and identifies its products/services and customers.  It’s a guiding principle to define its reason for being a business, it’s an important aspect of micro environment on which management needs to concentrate and is an expression of organisations future direction.

6 REQUIRMENTS FOR A GOOD MISSION STATEMENT

1. It should describe the business and customer domains of the business.  Business domain should answer questions like what is the business and what should it be? Customer domain should provide answers to questions like who is your customer?

2. It should describe organisations responsibility to the people whom it interacts.  These include customer, community, shareholders and employees

3. it should provide details of how organisational objectives will be realized e.g. by supplying high quality products with superior merchandising and by employing enthusiastic staff

4. it should show how businesses should compete in the market place, how it should interact with its suppliers, its marketing channels and its competitors

5. it should be realistic and acknowledge how it will acquire, maintain and use resources, which include financial assets and liabilities, organisation structure, HR component and store facilities

6. it should refer to organisational sustainable competitive advice, which may include exclusive supplier arrangements, inventory planning, high quality products or the control systems

An organisations’ missions’ statement should clearly be more concerned with its customers than with other processes or problems

2.2 THE MARKET ENVIRONMENT
2nd component of marketing environment, found just outside business organisation.  All variables determine nature and strength of competition in any industry

4 Key variables

· Consumers – participate in buying power and behaviour, which in return determine 

· number of entrants to the market

· Competitors – who are establish in the market and wish to maintain or improve 

· their position including existing, new and potential competitors 

· Intermediaries – who compete against each other to handle the business’ products?

· Or wish to handle only those of competitors

· Suppliers – who provide or don’t wish to provide products, raw material, and services 

     and finance to the organisation

All these variables create opportunities and threats in the market environment.  Marketing management can influence certain variables by adjusting the strategy; it has no control over these variables.  Market environment has a strong influence on success or failure of a business.  The principle task of marketing management in this environment is to identify, evaluate and utilise opportunities that arise in the market and develop its strategies in order to meet the competition

For these reasons the market environment is called the “task” environment.  The market influences by devel in the macro environment

An organisation functions within a certain market environment, the second sub environment lies just outside the business.  Variables in the market environment will influence the enterprise to some extent.  

Task of management is to: 

a) evaluate these variables and their influence on the business, 

b) recommend strategies to utilise the opportunities in the market environment

c) to counteract threats from competitors to ensure the long term survival of the business

CONSUMERS – people who buy a business’ product or service. People with specific needs that has to be satisfied and who have the financial ability to satisfy them.  The market or the consumer in the market is the ultimate target at which marketing management aims organisation market offering.

Identifying target market for your product/service is an important activity undertaken by management.  Marketing management has to analyse consumers to reveal composition of the market.  Changes in market composition or changes in consumers needs may create certain opportunities which if used can influence business long term growth and survival.
Enterprise can operate in the following 5 types of consumer markets
1. Consumer markets 
· are those in which individuals and households purchase products or services for personal consumption

· marketing management must 1st analyse number of consumers in a particular area

· a significant component of consumer market is the buying power of consumers which is represented by personal disposable income of consumers

· other characteristic such as language, age structure, gender, marital status, family size and literacy influence spending problems of consumer market

· Grouped in durable (furniture, house hold appliance & cars), semi durable products (clothing, shoes, car tyres etc), non durable (food and tobacco), services (insurance, rent & comm.). This classification enables marketing management to analyse specific segments of the market

2.Industrial markets

· are markets in which manufacturing organisations buys products or services for their own consumption and/or use in production of further products or services

· This expenditure by industrial markets involves capital goods (machinery, plant & heavy equipment), investment in inventory and consumption of raw material
3.Government markets – in SA referred to purchase by the general gov and nice provinces and local authorities

4.Resale markets – refer to organisations that purchase products or services in order to resell at a profit.  This entails trade in a particular country/area and refer to wholesale, retail and liquor trade

5.International markets – refers to foreign buyers, include consumers, manufacturers, resellers and government

These variables will affect businesses which make it imperative for management to react to opportunities and threats in the market environment

COMPETITORS
· is natural part of a capitalistic society.  Situation in the market environment in which several businesses with more/less the same products/services compete for the support of the same consumers.
· Various competitors compete for the consumer’s money in the case of most products/ services

Organisations face 2 basic type of competition

	Intra-type 
	Inter-type

	Competition between 2 or more markets that use the same type of business format. 

E.G. Shoprite supermarkets competes with Pick n Pay supermarkets as they use the same type of store, lay out and info system and carry the same type of stock
	2 or more marketers compete with different retail formats

E.G. Edgars fashion retail group which competes with Pick n Pay hypermarkets in selling clothing to the customer.  Competition occurs within an industry has significant impact on competitiveness of a organisation and needs to be carefully analysed


Every business that is trying to sell a product/service in the market environment is constantly up against competitors who often determinate how much of a given product can be marketed and at what price.  Businesses compete for a share in the market for their product; they compete with other businesses for labour, capital, entrepreneurship, material.

In its assessment of competition, marketing management must bear in mind that nature and intensity of competition in a particular market environment are determined by 5 factors

a) potential new entrants or departures (competitors)

b) bargaining power of clients and consumers

c) bargaining power of suppliers

d) availability or even lack of substitude products or services

e) nr of existing competitors

Marketing management has task of finding of position in industry where business can best defend itself against these forces.  Continue scanning of competition provides basis for developing of marketing strategy.  It emphasizes critical Strenghts and weaknesses or a organisation, gives indication of positioning decisions which must be taken, singles out areas where strategic changes can contribute highest returns, focuses on industry trends in terms of opportunities and threaths

INTERMEDIARIES – wholesalers, retailers, evolved to bridge gap between manufacturing and consumer.  EG develop of convenience shops at filling stations and resultant threats to traditional convenience stores such as cafes

Intermediaries play a vital role in bridging gap or distance between manufacturing and consumer.  By bridging gap, place, time and ownership utility are created.  Intermediaries are wholesalers and retailers, commercial agents and brokers.  There are financial intermediaries such as banks and insurers who from a financial angle are involved in the transfer of products/services

Decision making by marketing management regarding intermediaries is complicated by the following factors:

· Dynamic and ever changing nature of intermediaries

· New trends in to or consumption are responsible for developing of new types of intermediaries eg of present day SA trends are extended shopping hours, power shift from manufacturing to large retailer because of bar-coding and no name brands

· Increase ad by shopping centres themselves, growing importance of black retailers in black residential areas 

· Increase in number of franchises, spaza stores and informal retailers such as hawkers

· Growth of e-commerce in SA is creating new intermediaries that pose drastic changes to existing intermediaries

Decisions about intermediaries mean formation of long term alliances.  This may have certain implications for marketing strategy.  Power of large retailers may have specific implications for price and ad decisions and product diversifications is dependant on capacity of intermediaries

New trends among intermediaries offer challenges for marketing management but certain trends can also imply threats

SUPPLIERS – a business is dependent on suppliers.  EG supplier of capital to a business.  Traditionally, commercial banks are suppliers of capital to small and medium businesses.  Listed companies such as Pick n Pay have an additional supply of capital provided by their shareholders.  Market environment contains opportunities that organisations may use to own benefits and threats that need to be countered

A business organisation isn’t concerned only with marketing its products but also require input form the market environment.  These inputs are primarily material including raw material, equipment, energy, capital and labour which are provided by suppliers  As in the case of raw materials they are suppliers of capital and input upon which organisations is dependent for its survival.  Banks, other financial institutions and shareholders are such suppliers.  

Most products or services bought by customers are result of a long process of value creation in which supplier plays a role.  Value creation takes place in supply chain.  Supply chain includes all role players eg manufacturers of wheat bix buys some ingredients from another supplier (local co-operative who supplied the grain), salt and sugar is sourced from two other suppliers.  This is the basis for the value chains in which basic raw material progressively have valued added on them.  Value adding process may happen by adding additional components (sales and sugar), changing form of raw material (weetbix is manufactured in a form of compressed biscuits) or by adding ancillary service to the product (eg toll free form of number where you can obtain advice regarding nutritional value of the product)

SUPPLY CHAIN defined – all those upstream linkages (source of supply), internal linkages inside organisation and down stream linkages (distribution and ultimate consumers). In combining these linkages to the optimum the supply chain creates and optimized value for the customer in the form of product or service which satisfy customer demands

Supply Chain Management defined-integration of business processes from end-user through to the original suppliers that provide products or services and information and add value for customers.

· Market environment-determining O & T-the market environment entails as interaction between a business and its suppliers, customers, competitors with alternate marketing offerings. Interaction can result in O & T to business and marketing management must be aware of trends in the market environment so that management can utilize O profitability and avoid T in good time. For this purpose environmental scanning, marketing research and information management are proper instruments.

The MACRO-ENVIRONMENT
Refer to those factors in the environment over which individual business have no control and noon which it has little effect. These factors influence business and need to be constantly monitored as they contain change. Six variables in macro-environment may either individual or collectively affect business at any time: technological environment (responsible for rate of innovation and change), economic environment (Inflation, recessions and exchange rates, monetary and fiscal policies that influence welfare of organ and its community), social environment (Individual way of life and customs and standard formed by his culture and these make certain demands on businesses), physical environment (natural resources, improvements made by man example roads and bridges, mineral wealth and flora/fauna), political environment (government with its political involvement and legitimacy as main components), international environment (local and foreign political trends and events that influence organ and market environment).

Macro environment contains variables that directly or indirectly exert influence on business and its market environment. These variables constitute those uncontrollable forces in environments that are sometimes referred to as MEGATRENDS.

Technological environments-Laser surgery, robotics, organ transplants, fibre optics, medicines, technological innovation, a process which enlarges capabilities of mankind.
Technological innovation originates in R&D by businesses and the state, results not only in new machinery or products but also new processes, methods, new approaches to man that bring about change in the environment.

Technological innovation affects other environmental variables. Economic growth rate is influenced by a number of new inventions and social change, example, appearance of a new product such as TV’s that bring about a revolution in peoples way of life. These variables in turn influence technology, so the process of innovation is repeated.

Every new technological level or innovation create O & T in environment. TV was a T to films and newspapers, but O for instant meals, satellite communications and the advertising industry. O created by computers in banking, manuf, transport. Use of internet as a technological revolution serves as an example.

Technological or scientific innovation often has unpredictable consequences, contraceptive pill meant smaller families, more women work, more disposable income to spend on holiday and luxury article. Most outstanding characteristics of technological innovation is that fact that it constantly accelerates the rate of change.

This doesn’t mean a certain technological innovation will render technology obsolete.

Various observations have been made in this regard:


· A new technology doesn’t necessarily smother the old technology, can stimulate its growth because threatened organisations improve their old technologies. Safer razor sales increased 800% since advent of electronic razor

· In most cases, firms involved in old technology have a substantial amount of time to react to new technology.

· It’s relatively difficult to predict outcome of a new technology, it tends to create new markets instead of encroaching on existing ones. Throw-away ballpoint pens created new markets without killing the market for refillable ballpoint pens.

· Technological innovations are unlimited and they continuously affect the environment.

Technological innovation is possible when:

· The physical boundaries of an existing technology are reached.

· R & D in a certain area become uneconomical.

· Competitors start to experiment with expensive and risky technology.

Technological progress affect the business as a whole, including its product, life cycle, supply of materials, production processes, management approach and its position in the market.

Economic environment- influenced by technology, politics, social and international environments, it in turn exerts some influence on these variables. These cross-influence cause ongoing change in economic growth rate, levels of employment, consumer income, inflation rate and general state of economy indicated by either prosperity or adversity.

Main interfaces between economic environment and organisational environment are economic growth rate, consumer income, inflation, monetary and fiscal policy and fluctuations in these magnitudes. Economic well being of a community is measured by the range and number of product and services produced. Expressed in finan terms this standard is equivalent to GDP (Total value of finished products and services produced within the borders of a country during a given period, usually a year).

South African growth rate is basically in the same region means standard of living of its inhabitants has not increased substantially.  Trend of low income and basic impoverishment is aggravated by an above-average influx of immigrants from neighbouring states and a rising unemployment figure. Structural changes in incomes of different consumer groups. Correct gauging of upswing and downswing phases of economy has a significant influence on marketing strategy. If an organisation is expecting a recession, it can benefit by reducing inventories timorously because its standard could be differ to sell, by maintaining a state of liquidity to avoid high cost interest or by postponing any ideas of expansion indefinitely.

In the case of an upswing, a sound strategy would be built up sufficient inventory in good time and vary out whatever expansion is necessary to meet increased demands. Inflation is an economic variable that influences decisions made by man.

SA inflation rate in higher than that of its main trading partners. The task of man is to constantly study the effect of inflation on products and services, or rather implications thereof on market strategy.

Effects of inflation on business organisations are profound example, it causes phantom profit, while making inroads on capital, it makes cost accounting and financing of credit difference. It forces industrial buyers to build up supplies, while consumers adjust their behaviour to take account of keener price competition, increased importance of functionalism and buying early in anticipation of price rises.

Government monetary policy, aspects such as money supply, interest rate and position of a countries monetary unit relative to other countries monetary units can cause disturbances in environments. Fiscal policy affects business and consumer through taxation rate and tax reforms. Marketing management must be constantly aware of economic trends such as these and regular considerate mission and strategy of organisations.

Social environment-affects man indirectly through people as consumers and employees. People are products of their community, as members of a particular community they accept and assimilate its language, values, faith, expectations, laws and customs. This culture is not static, over time it changes a community’s values, expectations, lifestyles, and customs. Culture of a particular country is not completely homogeneous, there are many subcultures based on such things as nationality, religion, pop group, geographical region, each of which entails a distinctive change in environment with further implications for management.

Business organisations stand at centre of social change. On one hand it contributes to social change, on the other it should constantly be aware of major influences of social currents on itself.

Observable social trends:
Demographic change- or change in growth and composition of population causes most change in market by altering peoples way of life. Western society’s characteristics by falling population growth rates and shirking families. Growing number of one person households, growing demand for services. The growing population of aging and more affluent persons and families with implications for market and social responsibility of business organisations.

Development countries characteristics by high population growth rates, largest % under the age of 18, declining standards of living with a warning demand for basic consumer  goods and no demand for services.
Demographic trends that influence the purchase of products and services are:

· Urbanization, employment and ability to provide housing and urban services. Less development countries characterise by phenomenal growth in urbanization, increased unemployment, pollutions, squatter camps, where it’s a question of merely satisfying basic needs.

· Changing population composition in development countries provide a significant of over 65 markets for housing, health care and tourism. In less development countries an increases juvenile segment of market with less spending power.

· Increased economic power of women with wider interest outside home, more expendable income and less time to buy.

· Increased in number of households because of rise in divorce rate. Smaller and more households mean larger market for household equipment, products and services.

Changing role of women-working women regarded as decisive factor in development of supermarkets, extended shopping hours and take-away meals. With greater disposable income and less time to buy they are prepared to pay for convenience. These developments entail change in lives of women and their families, affect their buying patterns by shifting women’s shopping hours mostly to weekend and causing women to favour shopping centre catering for particularly all their needs. This trend puts new pressure on men for equal opportunities for women in management and provides day care for children of working mothers.

Consumerism- social force that protects consumers by extending legal, moral, econ, political pressure on man. This movement is a natural consequence of a better educated public that resists such things as misleading ads, unsafe products, profiteering and other objectionable practices and practices and presses for rights of consumers.

Social pressure- pressure society exerts ion business organisations, forcing it to be socially responsible. Organisations should act responsible in environments in which they operate and constantly consider consequences of their decisions and actions. Criticism of actions of organisations such as misleading ads, dangerous products, and pollution of environment and exploitation of consumer are levelled at marketing management because marketing is responsible for providing ultimate product and services.

Physical environment- embraces limited resources from which organisations obtain raw materials, into which it discharges its waste. Various forms of pollution. The growing concern over natural environment , shortage of resources, protest against all form of pollution, destruction of environment by opencast mining, building of roads and dams, speculation about whether theories of Malthus and others regarding over population on earth are being confirmed.

 Business itself has been developed in awareness of physical environment because this can affect organisations in many ways and laws than organisation have to obey. Opportunities present themselves in form of recycling and new methods of manufacturing and packaging products in order to reduce pollution. Man should respond timorously by taking steps to limit any harmful effects on community as far as possible.

Politico-government environment- man decisions constantly affected by a country’s politics, political pressure exerted by government and its institutes in business environments. Government affects business environments and business organisations primarily as a regulating institution. By promulgating agriculture and economic policy in a particular direction.  Policy of SA government is based on maintaining free-market system, private ownership, freedom of vocation and public condemnation of inequality, while democratization of economy and public services are n full swing.

Privatisation which occurs at a rather sluggish rate in SA & which lacks credibility because of the growth rate in the public service workforce can create opportunities and threats.

International environment-every country has its own unique environmental factors, with its own technology, culture, laws, politics, markets and competitiveness, different from those of other countries. A new economic order which is taking shape around the world is increasing globalisation of the world’s economy. Nations are more dependent than ever on each other’s technologies, economy, politics and raw materials, so development in these fields inevitably influence decisions of man. Inventions are excellent export product that offers opportunities. The SA management are only too aware of extent to which international influences are exacerbated by our domestic political problems.

Dynamic business environment-in a free market system a business exists in a  dynamic environment in which technological innovation, economy fluctuations, changing communities and lifestyles and political change alter the environment and affect it. Knowledge of trends in environments and identification of issues that largely determine direction in which business will develop, are necessary for decision making in order to maximise profitability. This knowledge requests environmental scanning that enables man to identify threats and demands in the environment timorously and turn them into opportunities.

Environmental influences differ from one function to the next and at different levels of management in the organisation. Importance, scope and method of environmental scanning, process dealing with measurement, projection, evaluation of change in different environment variables differ from one business to the next.

Importance of environmental scanning

· The environment constantly changes, purposeful scanning by management is necessary to keep abreast of change

· Scanning is necessary to determine which factors in the environment pose a threat to the business present goals and strategy.

· Scanning is necessary to determine which factors in the environment present opportunities for more effective attainment of goals by modifying present strategy.

· Business that scan environments systematically are more successful than those that don’t.
Scope of environmental scanning determined by:

· The nature within which a business operates and demands made by the environment on businesses. The more unstable the environment and the more sensitive the business is to change, the more comprehensive the scanning has to be. Increased instability means greater risk for the business. 

· Managers should constantly bear in mind the basic relationships between business and its environment. The importance or otherwise of any one/more of these relationships for management will affect the scope of the environment scanning.

· The source and scope of change will influence extent of meaningful environmental scanning. The impact of change rarely so compartmentalized that it influences only one/two areas of an organisation. Change has interactive and dynamic effects on carious facets of the business.

Approaches for the method of environmental scanning
Most elementary basis for environmental scanning is to keep abreast of relevant secondary or published information obtainable from a cast wealth of sources such as media, own data, professional publications, financial journals, stats, associations in other organisations, banks, research institutes, employees. Such information may be added to manage information systems of organisations.
A more advanced basis for scanning would be an addition of primary information or special studies on particular aspects of the environment. Such studies can be carried out by members of the organisations own staff or outside consultants.

A far more advanced basis is an establishment of a unit within the organisations which scans a wide range of environmental factors and makes forecasts about specific variables. Examples are economic predictions made by economists using a number of models, market and competition assessments by market researchers and technological predictions by industrial analysts. Such a scanning unit is usually located in planning departments of top management and has its own staff.

ASSESSMENT

1. Explain what is meant by the concept “marketing environment”
2. Explain the interaction that take place between business and its marketing environment.
3. What do you understand by the term “Macro- environment”? Use an Example to illustrate the importance of the Macro- environment to the marketing management of an organisation with which you are familiar.
4. Discuss the most important international Macro- environment factors which are affecting marketing firms operating in today’s international business environment.


SUMMARY

Marketing environment, Marketing management, composition of marketing environment. Macro- environment factors demonstrate main areas of environmental change. Other sub environments may be important to marketing management; Example in a number of countries religious environments may pose an important source of O and or T to organisations.

The business and community it serves are not self sufficient and closed entities depend on each other for survival. Together the form a complex, dynamic business or marketing environment in which changes variables constantly determine prosperity or otherwise of the business. Since these variables are more often than not beyond control of organisations, it’s the task of management to adapt constantly to change. Sometimes management operates proactively- in other words, management takes the lead and anticipates events-thereby augmenting change.

Knowledge of a changing environment through environmental scanning is a prerequisite for taking advantage of opportunities and ad threats.

Study Unit 3 :Retailing
Overview 

Retailing consists of the sale of goods to consumers, from a fixed location such as a department store of kiosk, in small or individual lots, for direct consumption by the purchaser. It may also include subordinated services, such as delivery.

Definition of retailing  

Selling products to consumers for their personal use. A retailer is defined as a reseller from which a consumer purchases products. In majority of retail situations, the organisation from which a consumer makes purchases is a reseller of products obtained from others and nit the product manufacturer. The retail function bridges the gap between producers / manufacturers / service providers and final consumers. Retailers offer many benefits to consumers, the most important relate to the ability to purchase small quantities of a wide assortment of products at prices that are considered reasonably affordable.
Classification of South African retailing: There are three major classifications of retailing. The first is the market, physical location where buyer and sellers converge. The second form is a shop or trading store. A third form is virtual retail, products are ordered via mail, telephone or online.

· Service: Retailers are classified according to the amount of service they offer – Comfortable location, variety. Information, financing, after sales service etc.
The services offered by retailers can be divided into three broad categories. Firstly, self-service (selecting groceries at supermarket) Secondly, limited service (Cash&carry wholesalers that don’t deliver) and Thirdly, full service (restaurants)

· Relative prices: Discount stores (lower prices by selling bigger volumes) and off-price factory shops (buys at less than wholesale prices & sells for less than retailer prices)
· Retail organisations:  

Classifying retailers by ownership 

· Corporate chains – a chain store is one of a group of two or more stores of a similar type, centrally owned and operated.
· Voluntary chain – independent retailers, grouper together through a wholesaler which does their buying.
· Franchise operation – franchisee buys the right on ownership of a unique product/service in a central area from the franchisor.

Classifying retailers by prominent strategy

· In-store retailing – Speciality stores, Department stores, Supermarkets, Convenience stores, Mass merchandise retailers/superstores, Catalogue showrooms, Off-price retailers and Category superstores

· Direct marketing / non-store retailers – Mail order catalogues, Magazine advertisements, television home shopping, Electronic retailing, Door-to-door selling and Vending machines
Classifying retailers by type of shopping centre

1. Convenience centre, Neighbourhood centre, Community centre, Power centre, Area centre, Speciality centre and Theme centre

Retail Innovation
Significant and rapid demographic economic, social and technological shifts are creating a fertile environment for new ideas to better serve customer, steal market share and re-invent entire industries. Despite fast-changing customer expectations, shortened product and retail life cycles and rapid technological advancements, many retails have not taken advantage of opportunities to innovate. By applying new perspectives to established ways of doing business, a retailer can strengthen its competitive and financial position, improve the customer experience and create a new life cycle of growth

Retail innovation theories

· Wheel of retailing
Theory states that new kinds of retail merchants enter the marketplace as low-priced, low-margin and low-esteemed innovators serving price-conscious consumers. Over period of time, these retailers upgrade their stores and their offering, eventually resulting in a group of high-prices, high-margin retailers catering to higher-income consumers. This upgrading leave these retailers exposed to new low-priced, low-margin competitors who begin to turn the wheel again
· Retail Accordion

This innovation theory states that as new forms of retail institutions develop, they alternate between offering broad (general) & narrow (specific) merchandise assortments.   The accordion effect refers to the expansion of the assortment by a new form of retailer e.g. general store & the ensuing contraction of the assortment by the next type of retailer e.g. speciality store. See figure 10.4 pg383

· Natural Selection

Two explanations for the evolution of retail institutions: (1) adaptive behaviour (2) natural selection concepts. 

Adaptive Behaviour: certain types of retailers emerge as a response to environmental conditions.  When conditions change the retailing form will cease to exist. This explains initiation & termination of a form of retailing.

Natural Selection concept: results from Darwin’s theory of ‘survival of the fittest’. i.e.  Species adapting most effectively to their environment will thrive & grow, while those that are not responsive will perish.  For a retailing institution to survive, natural selection forces its management to understand & adapt to the environment in which it operates.

· The dialectic Process (The Melting-pot theory) Established by Maronick & Walker 1974

Explains growing together of two opposing retailing ideas. It starts with the thesis of the original retailer e.g. the department store which originated with high prices, high margins, low turnover & full service.  The antithesis was the development of the discount store which offered low prices, low margins, higher turnover, self service etc.  Over time department store moved towards the discount store, while discount store moved up towards original position of department store.

See fig10.5 pg 384

· The Retail Life Cycle-Analogy of the Product Life Cycle

Four phases: innovation, growth, maturity & decline (see fig10.6 pg 385)

Innovation: entrepreneur will start with a new store format based on competitive advantage e.g. lower prices, distinctive merchandise assortment or a location advantage etc.  If advantage significant enough to attract consumer, the retailer could start recovering his cost.

Growth Phase: Explosive with many new competitors entering the market.  Conventional retailer’s market share is carved away & distributed between newcomers.  Geographical expansion of new store format, by opening branches & a rush to take up all viable locations occurs. Towards end of this stage profits start to decline.

Maturity Phase: Drastic decline in profits due to overexpansion, poor management & the intro of a competitor with a new retailing format.

Decline Phase: Retailer may still try to modify the store format & this may extend the life cycle for a short period, but it’s inevitable that the decline will occur.  At present the dept store & supermarket are both in maturity phases of their life cycles. Both have been in maturity for a long time, stressing importance of trying to maintain retail format in maturity phase for as long as possible.

· The Combined Theory (see fig10.7 pg386)

Results from combination of the accordion & the wheel of retailing theories.  (1) Birth Stage – the selling of a narrow range of products by the org at low prices. (2) Growth Stage – exemplified by a wider range of products. (3) Maturity Stage – product concept reaches a high as customer serv & atmospherics improve. (4) Decline stage – increased competition, a narrower focus & higher quality orientation.

Trends in S.A Retailing

SA has unique retail Trends such as out shopping, diversification & the large informal sector.

The possible deregulation of the liquor industry could pose new challenges to independently owned stores & could change retail shopping in SA. More & more stores are trading 7 days a week that creates greater opportunities to reach shoppers & promote products. Sunday trading is also increasing as trends towards convenience shopping continue.

Out shopping - The advent of improved road networks, mass media & better-informed consumers has given rise to a new SA consumer.  These consumers spend time travelling to other trade areas outside their community they are therefore referred to as out shoppers.

Diversification – can be defined as entering products/markets that are different from those in which the organisation is currently active.

Two types of diversification: (1) Related diversification – when a retailer develops a new product/services or acquires another organisation that has products/services common to its current business activities. (2) Unrelated diversification – Expansion by the retailer into unrelated fields in which there are no commonalities between the existing & new business operations. See pg 390 for examples.

The strength of the informal retailer ( estimated turnover of R34 billion)

In SA the informal retailers ranges form fairly developed businesses to enterprises purely established for survival purposes. This creates an excellent foundation for advancing entrepreneurship & allowing some of the businesses to gradually step up to more formal business structures. Township general dealers seem to be far more established than hawkers with spaza shops occupying the middle ground. The SA informal retailer is an important supply chain delivering goods & services to consumers. Also creating important linkages with manufacturers/wholesalers.  Many believe, that this sector may have peaked, as more formal shopping centres are being developed in disadvantaged areas.

Retail Strategy

Is a long term plan of action designed to achieve a particular goal “winning”.

Strategy is different from tactics or immediate actions, as it is extensively premeditated, is often practically rehearsed & has resources at hand.  Planning & analysis have become important due to increased retail competition, shifting economies & changes in consumer expectations. The marketplace has fast become the domain of those retailers who know how to use their core strengths to dominate.

Assessment

Discuss the classification of SA retailing

You are the marketing director of a large retail chain, you have to:

-explain the retail innovation in SA to staff members

-discuss the trends in SA retailing

3. Give an overview of retailing classification.  Choose a retailing establishment of your choice to illustrate your answer.

Summary

Defined retailing classified SA retailing & discusses retail Innovation & retail strategy.

Research done by retail forward, a company which has identified 10 innovations of areas with tremendous potential for creating new consumer benefits.  Social trends become a component of a culture when it lasts for more than 5 years.

The retailer is the last link in the distribution channel connecting manufacturer with consumer.  SA retailers have been on a steep learning curve. From humble beginnings SA retailing is now at a stage where it can be compared to retailing in the US & Europe.

Due to unique political problems which SA experienced, Black SA retailers were prevented from developing their retail business in full. This led to to the development of the informal sector, out-shopping and sapza shops
Study Unit 4 THE EMERGENCE OF THE DEMAND CHAIN

Supply chain starts with origins of raw materials used in production of products and ends once a product has been discarded/recycled. Demand chain refers to a need articulated by consumer which is then met by a product supplier by producer

Fisher suggested that the supply chain has two distinct functions:

A physical function includes conversion of raw material into finished products and their transportation between different intermediaries in supply chain.

A mediation function that ensures products is brought to market matches that what customers want.

Mediation function suggests supply chain starts with market i.e the customer and not by suppliers – thus a demand side approach called supply chain.

Demand chain supplied – chain of activates that communicate demand from market to suppliers or more successfully as complex of business processers and activities that help organization understand, manage and ultimately create consumer demand.

Demand chain management can be seen as a management processers whereby organization strive to understand its current and potential markets and identify core processes and capabilities needed for success

Differences between supply chain and demand chain reference table 11.1 page 40 textbook.

4.3 THE CONCEPT OF DISTRIBUTION DECISION MAKING

Distribution making centers around two basic activities, channel management and physical distribution. These should be co-ordinated to obtain optimal results with a chosen distribution channel.

Concept of distribution decision making which centers around two basic activities namely channel management and physical distribution logistics. These two act ivies are two sides of the same coin and must be co-ordinated to obtain optimal results with chosen distribution channel. E.g. Fig 11.3 page 402 text interactions between channel management and physical distribution and logistics management.

Left hand side the traditional distribution channel and management thereof depicted, that is production being bought by wholesale and sold to retailer who then sells to consumer. On the right hand side the physical distribution activity shown, indicating how products is physical distributed form manufacture to consumer. This includes inventory management, order processing, management of warehousing facilities, physical handling of products and importation of products.

DISTRIBUTION TERMINOLOGY

Channel management is the way in which distribution channel is managed. A distribution channel is structured in such a way it links group of organization which make a product or service available to consumer.

Channel management defined – those basic functions of management as its applied to organization channel of distribution includes management of planning implementation and control over the distribution channel.

Distribution channel defined – structure that links a group of individuals or organization and through which a product or service is made available to consumer.

These individuals/organization form part of the distribution channel that provides consumer with much need products. Organizations that are involved in this process are intermediaries. Intermediary described as an independent business specializing in linking sellers with consumers.

Difference intermediaries centers around issues of taking title to the product (that is, buying the product) and taking physical possession the product.

Two types of intermediaries in SA

· Sales intermediaries – perform a facilitating function by brining seller and buyer together without buying the product, creating value for buyer and seller in the process.

Sales intermediaries work in different sectors of SA economy. Industry broker selling life-insurance policies to consumers. Broker doesn’t take title to industry products but is instrumental in developing a relationship between consumer and life insurer (Sanlam). Insurance broker earns a sales commission for his effort. Estate agents selling property another example/

· Resellers – business take title products (they buy the product) they handle to resell to other organization for final consumer. Various types of resellers performing essential function for members of the distribution channel.

Functioning of most common resellers in SA namely wholesalers and retailers are 

Wholesales defined as business that buy products of which more than 50% is sold to another business organization.

Four types of wholesalers.

1. Cash and carry wholesalers- Metro and Makro from which retailers buy cash and then transport product to their stores. Large number of spaza shops in townships are buying from cash and carry wholesalers. These informal business stock mainly convenience products such as sop and shoe polish and basic necessities such as milk and bread.

2. Rack jobber – mange shelf space in retail stores. Specialize who suppliers products merchandise the product and pays retailer a certain % (income) from sales of product. This kind of activity is used when selling of certain cosmetics products and some over the counter medicines that are sold through larger retailers in the country.

3. Truck jobbers – deals mostly perishables e.g. veg and bread to retailers.

4. Mail order wholesalers – used postal services, phone and internet to obtain orders which are dispatched on a cash and delivery basis to customers.

5. Retailers sell more than 50% of their total sales to general public for private consumption.

6. Recent development in SA is value added reseller who buys basic products from manufacturer and then adds value to basic products before its resold to final consumer. E.g. spaza shop that a basic convenience shop operating in townships where there lack of formalized retail infrastructure.

Resellers are needed in distribution channel because they make channel more efficient. They buy from different manufactures and build up a range of merchandise that consumers want. Alternative is customers out resellers in channel and buy directly from manufacturer (called disintermediation) This may work in certain instances (Dell computers where customers can order his notebook computer on line)  would be difficult for an ordinary consumer living in Johannesburg who wants to buy a months’ worth of groceries)

How does a reseller create value – because resellers are between manufactures and customers they are in a position to create value. Customers buy products and services to meet their needs and reseller is in best position is in best position to provide goods. Services to satisfy these needs. Resellers are neutral about manufactures/ suppliers because they have the interest of the customer at heart. Objective is not to move manufacture product/service downstream but to solve problems of buyers (customers) if a reseller can’t solve a customer problem they have nothing of value to offer a manufacturer. In order to generate value for manufactures, resellers must be customer oriented to solve problems of customers. By doing this they create value for upstream and downstream players in the distribution channel.

BASIC CHANNEL FUNCTIONS

Retailing and wholesaling intermediaries in marketing channels perform essential functions; these functions make the flow of goods between producers and buyers possible. Various functions must be performed in a distribution channel and can be classified into three categories.

1. Transactional function – involve contacting potential customers, promotion of products and soliciting orders. This refers to buying, selling and risk taking undertaken by channel members – manufacturers or resellers who buy in order to resell production or promote production to potential customers and then take orders from these customers. Risk taking forms part of such a transactions because business owing products can make a loss due to obsolesce and products can deteriorate or become damaged, thus lowering their value.

2. Logistics functions – transporting and sorting goods to overcome temporal and spatial discrepancies. Refers to movement of products and combining of products in manageable quantities to make them easier to buy. Part of the process involves concentration or rearrangement means bringing together products from different manufacturer and placing them under one roof (e.g. a wholesaler buys products from various manufactures inside and outside SA and beings them together to sell)

3. Storing means sufficient stock is carried and that the stock is protected in a way that fulfills consumer needs. Sorting or accumulation means bringing similar products (e.g.) different brand washing power) together as part of range of merchandise being sold. Another part of sorting is allocation which means a large quantity of products is broken down into smaller lots (e.g. Pick and Pay buys a container of sandals from China and this is broken down into smaller lots for distribution to all Pick and Pay supermarkets in SA) Physical distribution implies moving products from where it was manufactured to where it will be stored/sold, includes transportation, warehousing, inventory and order processing.

Facilitating Function- it focuses on gathering info about channel members, consumers, financial services to facilitate flow of goods through channel to final consumer. FF that make it easier to buy/sell the product, includes financing to enable buyer to purchase product.

Grading- physical inspection of product and classification into categories based on equal size (eggs classified into different sizes). Marketing research adds value by gathering data on market potential, consumer buying behavior, competitors and reporting this info to a manager.

TYPES OF DISTRIBUTION CHANNEL

Various distribution channels available to sell products and services directly to final consumer. Some instances a direct channel is used where manufacturer sells directly to final consumer. When a farmer sells produced at a farm stall to passing motorists, a direct channel of distribution is created. If same farmers sell produce to Pick n Pay, then indirect channel of distribution is used.

Various types of product are sold-consumer product, industrial product/services-each using a different distribution channel. Added to this are two additional channels of distribution namely international and hybrid distribution channels.

CONSUMER PRODUCTS
4 Ways manufacturer can route product to consumers:

1. Direct channel – producers make use of telemarketing mail orders and catalogue shopping to sell directly to consumers. Manufacturer sells directly to final consumer (also called a one-link chain) If you buy directly from the farm where you pick up your own strawberries, a direct channel of disturb is used, only producer involved in selling strawberries.

2. Indirect channel-manufacturer uses only retailers to sell to final user of product. Using only a retailer, widely used in SA involves large retailers like Shoprite, Checkers…Called two-link chain (or indirect channel of distribution) because the manuf/retailer are involved in distribution of product.

3. Indirect channel –manuf moves goods via wholesaler to retailer until they reach final user of the product. Includes a wholesaler/retailer and is an indirect channel used extensively in SA. Small businesses such as Spargroup, a voluntary trade association buy their groceries from WG Brown, a wholesaler that provides them with most of their merchandise. Other include independent retailers such as forecourt shops at petrol station. Called three link chain because a manuf, a wholesaler and a retailer are involved in selling to consumer.

4. Four-link channel - used when an agent is added to channel. Distribution process starts with manuf and progresses to agent, wholesaler, retailer and finally to customer. This agent could be an import agent working for a manuf outside SA and importing specialized product such as upmarket clothing, perfumes etc. Called four link chain (also an indirect channel) because manuf, agents, wholesalers, retailers are involved in distribution product.

INDUCTRIAL PRODUCTS

Disribution channels used for industrial products are similar to those used for consumer goods.

Different distribution channels for industrial products:

1. Direct channel – used when manuf sells directly to industrial user eg IBM, computer company sells computers directly to SA government. Called one link chain of distribution because only manuf is involved.

2. Indirect channel – used when manuf sells goods to an industrial distributor who in turn sells them to final user of product. Includes industrial distributor to which manuf sells its products.

3. Two-link channel – used when industrial manuf is small and does not have capital develop its own distribution network. Manuf appoints an agent to help distribute products, provides after sales services. Called a two link chain with manuf and agent involved in distribution of the product.

4. The three-link channel – used by small manuf who intro a new prod to market and uses a network of agents to promote product to industrial distributors in SA. Another eg of use of this channel is foreign industrial manuf who appoints an agent to promote product to industrial distributors in SA. This is an eg of a three link chain with manuf, agent, industrial distributor in selling products.
SERVICES

In general the distribution channel is short with service provider usually providing service directly to consumer of the service.

THE DISTRIBUTION CHANNELS FOR SERVICES ARE:

1.Direct channel – used when serv providers are in direct interaction with consumer. Eg hairdtressers who deliver direct services to their clienteles. Classified as one-link channel with service provider delivering service directly to consumer.

2. (Agent)Two-link channel– used when an agent, who provides service is added to channel. Airline, hotel reservations can be obtained using travel agents who provide a service to a client and operate on a commission basis.

3. (Retailer) Another two-link channel – uses a retailer to provide service to consumer. Situation arises when service provided is product related such as after-sales service to physical product (eg a new car) by a motor dealer. This is a two-link channel with service provider and retailer involved in  providing needed services.

INTERNATIONAL DISTRIBUTION CHANNELS 

In process of exporting new distribution channels are developed that are suited to specific request of an international market. Exporter can sell directly to foreign retailer who will then sell to consumer in that country. 2nd option is for manuf to sell to a retailer who sells to foreign wholesaler, later then sells to a retailer who sells to foreign consumer.

3d channel is where manuf allows a domestic intermediary such as an agent to sell to a foreign import intermediary who sells to retailer and then on to consumer. Another option is when manuf uses a domestic export agent who then arranges with a foreign import intermediary to sell to a foreign wholesaler who in turn sells to a retailer in that country and on to consumer.

Another option with domestic intermediary selling to a foreign import intermediary who sells to a wholesaler and further through the channel. Last option is for local export agent to take product and arrange for foreign import intermediary to buy it, latter then selling it to a foreign retailer.

A dual distribution channel or multiple channel(also called hybrid channel) is used when a producer selects two or more channels to distribute the same product.

2 following factors need to be taken into consideration when selecting a distribution channel.
SELECTION CRITERIA-various selection factors which can be used to develop the right distribution channel will play overall marketing strategy that is being developed

· Environmental factors

· Market forces: buying patterns

· Manufacturer: Objectives, resources, capabilities

· Product factors: fashion, size, standardization, value

Environmental factors – variables in market and macro environment which may influence selection of distribution channel. These include competitive nature (competitive nature of industry may prevent best retailers from stocking products, competitors can exert coercie power on existing retailers not to stock new products), socio-cultural changes (may influence channel selection process), politicaland legal variables.

Market forces – these factors look at type of consumers, needs of customers, their buying needs. There is a difference in behavior of consumers buying consumer products and organization buying industrial product. In general, industrial buyers tend to buy directly from manuf and manuf use shorter channels to sell industrial product.

With most consumer products distribution channel is longer as market is larger, consumers are more widely dispersed and they buy in smaller quantities.

Intermediaries-direct marketers should have resources and capabilities to develop their own intermediaries. If manuf do not have financial capailitis to develop their own distribution channels, distribution may often be difficult.

The manuf – manuf which are financially viable prefer a shorter distribution channel. Objectives, resources and capabilities of manuf will influence selection of distribution channel.

The product factor – type of product determine distribution channel which will be used. Factors, which need to be taken into consideration are perishability, size, value of product, fashion product,complex product and standard product.

Perishability- perishable product, (vegetable) require a fairly short distribution channel to ensure quick handling to prevent spoilage of product.

Size and value – low-value, bulky product (cement, coal) use a short channel. Expensive product (TV) are distributed using longer channels of distribution.

Fashion product- have a short life span, usually certain season of the year. With this time frame a very short distribution channel is needed to get fashion product to consumer in shortest time possible.

Complex product – require back up service such as online consultation, general after after-sales service for products, require short channels of distribution. Manuf and appointed intermediaries must be near to user of product to provide back up service.

Standardised product – 340 ml coke, follow a longer distribution channel as product is usually of low value.

A customized product such as software programs will require a shorter channel of distribution because manuf will be heavily involved in providing back up service to buyer.

A product that needs a sales force to market the product (called a high touch channel) can add value to product by providing additional services. Distribution channel selected is very direct eg manuf employs their own sales force to sell prod to final customer. On the other end of scale using internet or direct mail to sell product implies a low touch approach implying bassically no value added to customers except convenience of buying from home.

MARKET COVERAGE DECISIONS

When you have a right distribution channel, you should decide how it will operate. Aim is to make a profit by providing value, closing gaps and offering services which build customers locality.

After a decision has been reached on most suitable channels to use, 2nd question is what type of distribution intensity is requested to ensure there are sufficient numbers of intermediaries in market to sell products so as to provide adequate market coverage

3BASIC LEVELS OF MARKET COVEREGAE MAY BE USED TO ACHIEVE DESIRED OUTCOMES:

INTENSIVE CPVERAGE-involves placement of product in as many locations as possible by using optimum number of intermidiaries. Manuf required maximum exposure of product in market. As many outlets as possible must sell the product in a given geographical area or market segment.

Convenience products in general are sold using intensive coverage – meaning manuf will use all available outlets to sell its products.

SELECTIVE COVERAGE-involves placement of product in a more limited number of locations. A channel strategy is followed that limits availability of product to some but not to all available outlets.

Only selected outlets that meet certain criteria are used to sell products. In SA cosmetics market, Estee Lauder is sold through selective distribution channels like Edgars. Done to preserve luxury image of product and usually reflected in higher price charged for product.

Exclusive coverage-limits availability of a product to a very small numbers of locations. Product sold in only one or very  few outlets within a geographic area. Used for product that are sold infrequently and required service info to match product with specific needs of consumer. Advertasing of exclusive coverage is that it reduces intrabrand competition (called brand cannibalization) which allows too many outlets to sell products.

By eliminating intrabrand competition manuf and chosen outlets can work together to attack other brands instead. Franchisors (KFC) usually follow this route in SA, providing franchisee with exclusive rights to a certain geographic area.
STUDY UNIT 5: INTEGRATION OF DISTRIBUTION CHANNELS

OVERVIEW

Marketing channels perform work of moving goods from producers to consumers.  They overcome time, place, possession gaps which separate goods/services from those who will use them.  Three important issues within marketing channel which have a major impact on perf of companies within marketing channel, (1) integration of takeover of a channel member (2) vertical marketing systems, that is contractual agreements which guide & control marketing channel (3) physical distrib, this is how companies store, handle & move goods so that they will be avail to consumers at right time at right place.

5.1
VERTICAL AND HORIZONTAL INTEGRATION

5.1.1 
Vertical integration

Occurs when different intermediaries on vertical level (eg wholesaler & retailer) work together to ensure distrib activ are synchronised – may be of benefit to intermediaries, manuf & consumer.  Manuf acquire forward vertical integration when they obtain ownership of retailers (eg thru buy outs).

This is because they obtain more control over distrib channel & facilitates a smoother flow of prod to final consumer.  Opposite can also happen, backward vertical integration, when a retailer acquires its own manuf facility.  Pep stores, was a retail group which thru backward vertical integration, bought out factories which now provide clothing & shoes for retailing outlets of Pep.

Vertical integration implies two or more stages in distrib channel are under control of one of the channel mem.  Done when one member buys another members of the same channel or where func performed by other mem of distrb channel are taken over by a single member.  Eg situation where a global oil company Shell owns an oil well, pumping equip, pipelines, oil refinery, oil terminal, oil tanker & petrol serv stations.

Two types of vertical integration are disting – 

Forward (downstream) vertical integration: manuf or wholesaler either acquires or takes over func of an intermediary closer to consumer.  Manuf may decide to buy out a retailer that is supplying its prod to target market.  Eg Union Wine in addition to its manuf facilities, an interest in wholesaling & retailing of wine & spirits in SA.

Backward (upstream) vertical integration: Wholesaler or retailer either acquires or takes over func of an intermediary closer to manuf.  Pepkor as a retailing group in SA acquired manuf facilities to manuf clothing for its chain stores.

5.1.2
Horizontal integration

Implies integration on a specific level of distrib channel.  Eg Edgars group in SA.  On a horizontal level, Edgars, Sales House & jet (all retailers) are competitors, although all part of the same group, Edcon.  Shoprite (part of Pepkor group) which bought out Ackermans & Grand Bazaars (both competitors).  In 1992, Pepkor bought Checkers, one of the largest groups if supermarkets in SA.  Amalgamated Shoprite/Checkers group is now one of the biggest in SA.  

Intermediaries on same level of distrb channel are part of same group or form part of man structure.  Eg on retail level is hen one retailer buys competitive retailers.  Edgars group consists of the following fashion retailers: Edgars, Sales House, Smiley’s Warehouse & Jet Stores.  Pepkor group we have Shoprite, initially bought out Ackermans & Grand Bazaars (both competitors).  In 1992 Pepkor bought Checkers, one of the largest supermarket groups in SA.  In 1997 Shoprite/Checkers group bought OK Bazaars, another large supermarket group in SA.  To summarise fig 11.10 pg 421 provides a visual presentation of horizontal & vertical integration. 

5.2
VERTICAL MARKETING SYSTEMS

A (VMS) consists of manuf, wholesaler, retailer(s) acting as a unified system.  Vertical marketing system can be dominated by producer, wholesaler or retailer.  Aim to achieve operating econ & maxi market impact.  No set answer as to who should control channel, it depends on specific situation in channel itself.  Only way a channel can be totally controlled is by contractual agreement, which often leads to vertical integration.

A (VMS)  is a distrib channel that is totally integrated on vertical level from manuf down to final intermediary.  With a vertical marketing system intermediaries are only combined on vertical level & include everyone involved in distrib prod to final consumer.

Vertical Marketing system, members are owned outright by the controlling organisation to ensure cooperation and to increase effectiveness. 

Vertical Marketing systems are networks of vertically aligned establishments that are managed professionally as centrally administered distribution systems

The main advantages of VMS over conventional marketing systems are cooperation and control

Three types of vertical marketing systems:

· Corporate vertical systems – combines successive stages of production & distrib under single ownership.  Eg Queenspark clothing owned by Rex Truform group of clothing manuf.


One organ owns whole distrib channel from manuf facilities right through to retailer 
selling organ range of prod on an exclusive basis to consumer.  Found in jewellery 
trade in SA where jewellery is manuf by artisans in manuf facility & sold thru organ 
own retail stores to public.

Characterised by total ownership- ownership connects two or more channel members with this system

· Administered vertical systems – coordinates successive stages of production & distrib, not through common ownership but thru size & power of one party.  Manuf of a dominant brand are able to secure strong trade cooperation & support from resellers.  Eg trade corp between liquor retailers & SAB Miller, SAB Miller thru its sheer size has great power in terms of beer retailing in SA.

There’s a dominant player in distrib channel but not every intermediary is owned by this organ.  No formal working agreement between channel mem but they recog adv of working together with this dominant player.  SA eg Central Selling Organ (CSO) of De Beers which is dominant player in distrib channel for uncut diamonds in the world.  Other players in distrib channel such as Russian diamond-selling organ realise that CSO is in a position to stabilise diamond prices in a period of oversupply.

Characterised by strong leadership.  It is a VMS in which a strong channel leader coordinated marketing activities at all levels in the channel through planning and management of mutually beneficial programmes.  The member firms acknowledge their dependency and adhere to the leadership of a dominant firm.  This dependency is based on the realisation by participating channel members that is necessary to follow the leader if they desire continued participation in the administered arrangement  

· Vertical contractual systems – consists of independent firms at diff levels of production & distrib which integrate their programmes on a contractual basis to obtain more econ and/or sales impact that they would achieve alone.  Three types found in SA retail sponsored vertical systems, wholesale sponsored vertical systems, franchising.

Vertical contractual system implies every intermediary in distrib system has a contract which spells out role & respon of each mem.  There’s a formalised working relationship but not one member is in a dominant position.

Characterised by a legal relationship.  When channel coordination and leadership are specified in a contractual agreement a contractual vertical marketing system exists

Three types of vertical contractual distrib systems:

· Retail sponsored vertical system – implies a group of retailers cooperate to attain econ of scale by centralised buying for group.  Aim to obtain best prices thru bulk-buying in order to be in a better competitive posi against large retailing chains such as Pick n Pay & Shoprite/Checkers/OK Bazaars.

Arises when the stores take the initiative and organisae a new business entity to carry on wholesaling and possibly some production

· Wholesale sponsored vertical system – when a wholesaler takes initiative to obtain cooperation from a group of independent retailers.  Aim to get a group of retailers to buy & promote themselves together.  SA eg Spar Voluntary Trade Association of SA.  Independent retailers voluntarily associate with SA Spar Grocers Guild which thru a number of independent wholesalers, supplies retailer with prod.

Wholesaler-sponseered voluntary chains organise groups of independent retailers to better compete with large chain organisations
· Franchising – a vertical distrib system which enables franchisor to reach a very wide market.  Provides profitable opp for mall & medium sized buss in SA where owner is prepared to work hard under guidance of franchisor.

Franchising defined – buss arrangement whereby a company of indiv (franchisor) grants an independent party (franchisee) right to sell company’s prod/serv according to guidelines set down by franchisor.  Franchisee uses company’s name & goodwill, prod/serv, marketing procedures, expertise, systems & support facilities.  In exchange franchise pays company an upfront fee & ongoing man serv fees (royalties) as stipulated in franchise agreement.

They are created when a channel member called a franchisor links several successive stages in the production-distribution process

Three basic types of franchises used in SA

· A manufacturer franchise – manuf (Volkswagen SA) gives the right (called a licensing agreement) to an independent dealer to sell its range of cars subject to certain condi.

· Manufacturer to wholesaler franchise – Amalgamated Beverage Industries (ABI) sells coke under licence from manuf Coke in US.

· Service sponsor franchise – the serv enterprise licences a retailers to provide a specific package (eg recipes, sauces & interior decorations) to consumer.  SA eg Wimpy, Steers, Nandos, McDonalds restaurants.

5.3 PHYSICAL DISTRIBUTION/LOGISTICS

Comprises a broad range of activities concerned with efficient movement of finished products from the end of the production line to the customer


Logistics active have one overarching goal, to devel & maintain steady flow of prod 
from manuf to final consumer.  Four major categories of logistics active include order 
warehousing, inventory man, processing & transportation.


Physical distrib deals with overall distrib decision making process.  Study fig 11.11 pg 
425.  Physical distrib described as movement of goods/serv (logistics with a focus on 
transporting & warehousing them thru supply chain.


Physical distrib process – that part of supply chain used to get prod from manuf to 
final consumer.  Includes physical distrib activ: order processing, warehousing, 
inventory man & transportation.  In this whole process value is added because 
intermediaries & consumer want to obtain prod without fuss – without a long waiting 
period & avoiding faulty del & incurring extra costs.    


A cross-section of the physical distribution system


Warehousing and storage - is to hold merchandise until it is demanded by the market and to break bulk.  Warehousing is particularly important for seasonal products

Inventory control- this relates to the number and timing of unit orders

Material handling and materials management focuses on moving inventories of products

Protective packaging and containerisation

Transportation- this is the actual shipment of the goods

Managing the components of physical distribution

Physical distribution activities include five major areas of concern: transportation, warehousing, inventory control, material handling and order processing

Warehousing  – where inventory is stored before its sold.  Warehousing performs number of func, (receiving, sorting, storing goods & filling & dispatching orders).  decisions important in terms of warehousing man (decide how many warehoused are 
needed, where they shd be located, what type of warehouse to use (private or public 
warehouses or distrib centres).  Each type has its own charc & uses & man needs to 
consider these carefully to choose correct type for organ logistical requirements.


Warehousing necc for storing prod that are not immediately req & helps regulate 
supply & demand. Obj of physical distrib is to get right quan of prod at right place at 
right time with right support serv & at lowest poss cost.


Eg in SA del 95% of all prod within 48hrs or to prevent out of stk situations altogether.  
This type of obj makes sense if we look at curr materials man sys of JIT used by 
motor manuf Toyota, Nissan & others which keep min stk at their manuf facilities.  
Keeping this kind of obj in mind, warehouses must be located near to markets that 
they serve & near to manuf facility.  In a geog disperse area such as SA this isn’t 
poss, geog located warehouse are used. SAB Miller uses geog located warehouses 
to supply their retailers.

The holding and housing of goods between the time they are produced and the time they are shipped to the buyer refers to warehousing or to the newer term, distribution centers.

Warehousing involves two major activities: storage and breaking bulk:

Storage consists of holding and housing goods in inventory and is necessary because of he virtually inevitable discrepancies between cycles of production and cycles of consumption

Braking bulk involves converting large shipments of goods as they arrive at a warehouse into smaller quantities approproate for customer needs.

Warehousing strategy involves two basic decisions:

Determining the optimum number, location and types of warehousing needed

Calculating the proper levels of inventory to be stocked

Reasons why organisations store goods in warehouses:

· Irregular production facing regular demand

· Regular production facing irregular demand

· The desire to postpone the sale until prices are higher

· He desire to have products ready to move when a planned promotional campaign begins

· The need to have inventions handy to meet buyers emergency demands

· The need to age a product

· To gain a competitive advantage by being able to point to stocks of merchandise that competitors don’t have

· To ease problems associated with a rush season by having merchandise already on premises

· To better deal with channel members by handling some aspects of a storage problem

Inventory management/control – keeping an eye on inventory levels, so that cust needs can be met & so that minimum levels are maintained.  Companies like to carry sufficient stk to fill all cust orders immediately.  This is however not always cost effective.  
Inventory decision making involves knowing when to order & how much to order.  


Three major costs of inventory include:
acquisition costs- the expenses incurred in obtaining inventory

Holding costs- the expense incurred to keep inventory housed

Out-of-stock costs- the losses that occurs when customers demand goods that the marketer cannot provide

Two issues involved in doing this, reorder point & econ order quan.


Re-order point occurs when inventory is at a certain level, a level which indicates 
need to place another order.  Calc by taking into acc order lead time, usage rate & 
safety stk level needed.  Econ order quan (EOQ) is quan to order so that sum of 
inventory carrying costs & order processing costs are kept to a minimum.  Calc using 
following formula:


EOQ = 2 D O


IC


Where:


D = annual demand in units


O = costs of placing an order


I = inventory carrying costs as a % of annual inventory investments


C = cost of one unit of the product

Economic order quantity (EOQ) is a mathematically determined purchase order size that yields the lowest total order-processing and inventory holding costs

Material management or ordering

Refers to the activities involved in getting raw materials and parts to the point of production

Vendor analysis and just-in-time inventory systems are aspects of material management that influence marketing mix decisions

Aspects such as just in time & ABC inventory analysis have provided adv to organ in terms of managing their inventory levels.

Vendor analysis rating suppliers on such attributes as speed of delivery quality of products and reliability of service

International sourcing is a current trend in materials management- it refers to the reach of business increasing toward truly worldwide markets

Manuf try not to carry stk, most of them are forced to carry a min level.  Carrying stk ties up capital that could have been used more productively in running organ.  Cost of storing prod (warehouse costs, ins premiums on prod) & risk of deterioration, shrinkage & absolescence.

Most effective ways to manage inventory is to make use of Universal Product Codes (UPCs) called bar-coding system we see on all types of prod.  Scanning equip avail at cash registers, marketing man can be informed on a daily basis of prod that are selling ensuring that inventory is properly managed.

Order processing – begins when order is placed & contin until cust receives prod – this process may contin a little longer so that database marketing can take place.  3 basic tasks involved in order processing order entry, order handling, order del.  Advances in elec data interchange – where suppliers, manuf & distrib are connected via an elec system – have provided adv to organ, both among mem of the system & within manuf organ itself.

Process that commences with placement of order & includes all active that occurs until cust receives prod ie order entry, order handling & order del to cust.  Process usually run using a computer & an efficient admin prog ensuring billing, invoicing & debt collecting of accs. 

Transportation – what is used to move prod from manuf thru to final consumer.  Five basic modes of transport, each with its own charac & uses (rail, air, road, pipleline, water).  Factors that need to be consid in choice of mode of transport include cost, time, accessibility, capability, frequency & reliability.

The advantages and disadvantages of different transport modes;

	Type of transport
	Advantages
	Disadvantage

	Rail transport
	Best moving large, heavy or bulky items.  Diversion in transit privileges
	Delivery is limited to places where tracks are in place.  Slow delivery and rough treatment of merchandise

	Road transport
	Efficient in moving goods over short distances, is flexible, and has a better record than railroads in fewer damages in transit for cartons and on-time delivery.  Provide an effective array of specialised equipment, are fast and flexible and reliable and have a good reputation in terms of breakage of goods
	Trucks are more expensive 

They cannot move the volumes of freight railroads can

	Airfreight
	Is fast -Ability to span great distances and reach otherwise inaccessible areas and with gentle treatment of merchandise
	Expensive

	Water transport
	Inexpensive, lowest cost mode.  It has a poor damage-good reputation
	Slow- is not reliable

	Pipelines
	Specialised means of transport, inexpensive means of moving oil and gas
	


Movement of goods from manuf to intermediaries.  Options include road, rail, air, water, pipeline transport.  Manager must consid variables of cost, speed, flexibility.  If costs is more important than speed & if product marketer is selling has a high bulk low cost ration, it would make sense to use rail or road transport.

If prod is of high value with a high priority to del, air transport may be cost effective.  Transnet, the gov transport operator in SA can provide all transport alternatives for buss.  This includes Spoornet, Portnet & SA Airways cargo section.

 The systems approach to physical distribution and total cost

The basic idea is that elements in a system are strongly interrelated and interact in their effects on the achievement of a goal.   They interact constantly and each part effects the others

The total cost concept in physical distribution

Placing the emphasis on controlling total cost forces the manager to focus on how the parts if the system can be used to keep total costs down

The focus is on the entire range of costs associated with a particular distribution method

Customer service

Refers to how rapidly and dependably a firm can deliver what customers want

Service quality in logistics

Service quality indicators:
damage-free shipments

Correct and error free invoices

Returns and effortlessly handled

Unexpected problems are rapidly resolved

Three characteristics of firms that excel in service quality:

Implement mechanisms to give customers access to accurate and timely information

Resolve customer requests and special requirements without extensive delays 

Have the ability to make brilliant recoveries

The relationship between customer satisfaction and service quality:

Quality is the companies performance to deliver customer satisfaction

Performance dimensions to analyse customers desire service output levels:
lot size- this is the number of units the channel permits a typical customer to purchase on one occasion

Waiting time- the average time customers of that channel wait for receipt of the goods

Spatial covenience- this is the degree to which the marketing channel makes it easy for customers to purchas the product

Product variety- the assortment breadth provided by the channel

Service backup- the add-on services provided by the channe;

Cost

After sales support

Product availability- the ability of the suppliker to provide products on demand

Capability- the length of time required to fill orders, the ability of the logistics system to adapt to special requirements and the avoidance of errors 

Information support- this is the ability of the logistics system to support a product thoroughly in its life cycle

Quality is subdivided:
functionality- products with many features

Conformance- was the product made to specifications?

Reliability- will a product work for a long time

Durability- can it withstand adverse conditions

Safety- 

Serviceability- can the product be easily serviced or repaired

Aesthetics- does the product or service appeal to the senses

Delivery performance- has to basic characteristics-:

Delivery speed is the elapsed time from the receipt of an order to final delivery

Delivery reliability refers to the ability to deliver products or services on time

Accuracy- accuracy of qty shipped

Flexibility:
mixed flexibility refers to the ability to produce a wide range of different products

Changeover flexibility is the ability to begin production of a new product with minimal delay

Design flexibility refers to the ability to change the design of a product to accommodate specific customers

Volume flexibility- is the ability to produce whatever volume the customer needs

Flexibility, inventories and customer service

Customer satisfaction is the desired end result of any supply chain management strategy and the basis for good customer service is flexibility and inventory 

Customer satisfaction- relates to the level of satisfaction among companies, customers and is based on their expectations of and their perceived experience of the customer service.

Inventories- manufactures have inventories for raw materials, products in the production process and finished goods

Flexibility can be defined as the ability to respond to changes in the environment

STUDY UNIT 6: DISTRIBUTION STRATEGY
OVERVIEW
Study Units 4 & 5 saw distribution channel is marketing instrument which delivers product to final consumer. In this process, wholesalers, retailers & other intermediaries are used to present a product, service or idea to final consumer. There are a number of factors which influence choice of a channel. Distribution is bridge which closes gap between customer & manufacturer. Distribution doesn’t just happen; we need to develop an appropriate strategy to ensure this gap is closed.

Strategy development process divided into 3 distinct phases, planning, implementation, and control.

Distribution strategy involves basic management activity of planning, implementation & control. Applies to active of channel manufacturer, physical distribution side. Managing distribution channel begins with formulation of a channel strategy & objective, followed by evaluation of channel alternatives. Concludes planning phase.

We proceed to implementation phase, where channel structure is first developed, followed by setting of perfect standards or indicators. Leads to control phase. During the phase channel performance is evaluated which brings us back via a feedback loop to start afresh round of planning based on results of previous period.

6.1  PLANNING: FORMULATING MARKETING & DISTRIBUTION OBJECTIVE

Distribution objective & strategies will need to be formulated within framework established by marketing objectives & strategies. If marketing objective focuses on exclusive distribution, then distribution objective need to reflect this exclusively (rather than intensive distribution)

Important to ensure objectives developed meet requirements of good objectives. Objective must be measurable, quantifiable, realised & set for a defined period of time.

Management of distribution channel is directly influenced by overall marketing objective & strategy formulated by organ. If marketing strategy states that product being sold is an exclusive product with a target market in northern suburbs of JHB, this will obviously influenced distribution channel to be used to distribute products.

Channel objective must be measurable & conform to organ marketing objective. Channel objectives are usually stated in terms of sales volume, profitability, market share, number of retail outlets, geographical area & physical distribution service levels. A quantified objective for an exclusive SA manufacturing of ballroom gowns would be to have their product in all five identity boutiques in Gauteng Province by end of 2008 with 100 exclusive ballroom gowns sold during this period. Physical distribution objective for the same manufacturer would be to guarantee physical delivery within 24 hours.

Channel objective provide general plan on how resources will be used. Involves decision in 3 key areas:      

6.1.1   Buyer preferences – important to take note of customer needs & preferences. Need to look at needs & preferences of your customer when deciding type of channel that will be established. If your targeted consumers prefer online shopping, you would be best advised to select this type of channel in order to reach that target market in most effective manner.

Marketer must listen to needs & wants of consumer. If consumer prefers to buy products through a certain distribution channel, then that is the channel to use. If an executive prefers a boutique dressmaker to visit him at work to take his measurements fir personalised business shirts & expects dressmaker to deliver shirts two days later, then this is how distribution channel will operate.

6.1.2   Relationship considerations – customer relationships involved when dealing with wholesalers, retailers, or directly with consumer, you need to understand requirements & preferences of each group so you can develop an appropriate relationship with them to ensure their continued patronage into future.

Organ must build up long-lasting with its client base. If you are a manufacturer selling to wholesalers & retailers, you have to ensure you build up good working relationships buyers from these intermediaries. If you are selling directly to consumers, you must ensure you know their preferences so you can develop a long-lasting relationship with them.

6.1.3   Degree of market coverage – entails determined number of retail outlets that are needed to sell products. Involves deciding between following market coverage intensities: Intensive market coverage, selective market coverage, exclusive market coverage.

When established distributive objective you must take distributive intensity that us required into account. If you are selling an item such as bread, you will need to establish distributive objective to cover as many retail outlets as possible. If you are selling dishwashers, your market coverage & number of retail outlets required will be more selective.

Marketing man must determine number of retail outlets that are needed to sell products. Question of market coverage relates to discussion of intensive, selective or exclusive distribution E.g. selling a convenience product such as coke in SA, then Intensive distribution is needed.

6.2    PLANNING: CHANNEL ALTERNATIVES

Planning of a distribution strategy requires three key channel alternatives be evaluated to ensure most appropriate channel strategy is developed.

6.2.1   Channel Capabilities & Costs – development of a new channel is an expensive & time consuming exercise. Important to evaluate potential channels in terms of their capabilities & costs to deter whether that channel will be cost effective & reach desired target market. Careful consideration needs to be given to establish whether a new channel needs to be developed or if an existing channel can be used to piggyback product to market / retail outlets in a more cost effective & efficient manner.

To develop new intermediaries to sell production is an expensive exercise. Selection of a distribution channel is a long-term commitment which makes it necessary to do research on existing range of intermediaries available to market the product. Sometimes an existing channel of distribution can be used to sell a new product.

6.2.2   Channel Compatibility – distribution strategy needs to fit in with overall marketing strategy that has been developed. Each element of marketing mix needs to support other. In the case of a product, type of product will influence way in which product is physically distributed to consumer or retail outlet.

Channel must be compatible with other 3 marketing instruments, namely, product decisions, price decisions, marketing communication decisions. Necessary because 4 Marketing Instruments must be synchronised to develop a unique marketing mix for organ.

Type of product will influence distribution channel. If product is a convenient product cigarettes distribution channel usually longer & hybrid channels are used. If product is a service provided (hairdresser) channel usually direct, that is from service provider to customer.

Another marketing instrument that must be synchronized with distribution channel is marketing communication, which is influenced by & exert an influence on management of channel E.g. by using marketing communication manufacturing can push production through channel & get products sold to consumer.

Strategy of pushing a product through distribution channel explained fig 11.3 where we see link between distribution & marketing communication which is so important in selling process.

Pushing a product through channel implied manufacturing promotes production by means of advertising, sales promotion, personal selling to wholesalers. Wholesalers with help of manufacturing promote (push) product to retailer by using same marketing communication methods. In turn retailer pushes production to consumer by using newspaper ads, point-of-sales promotions, personal selling etc. Pushing production through distribution channel is used with most convenience type production, such as cigarettes.

Marketing Communication is also used to pull production through distribution channel.. Fig 11.14 pg429.

Pulling a production through channel means manufacturing targets ultimate user (consumer) & aim organ marketing communication at target market. Ad campaign shown on TV, radio & in magazines & consumer starts asking for production. By creating demand from consumers side, wholesalers & retailers are “coerced” into staking production (if resellers value customers, they will stock up on production thus creating a distribution channel for production)

Pricing is last marketing instrument & a close relationship exists between pricing & managing distribution channel. Usually works out that a high priced product is sold through an exclusive distribution channel. Probably fewer ten dealers (distribution outlets) selling Porsche cars in SZ. With a lower priced consumer product such as Coke, more outlets (& multiple distribution channels) will carry product.

Marketing communication & distribution strategy need to be synchronized. 2 specific aspects are push & pull communication strategies. Each one of these communication strategies has an influence on type of distribution channel strategy development &relationship that have to be established through-out channel..

Pricing strategy needs to be taken into account when developing distribution strategy. Price -quality relationships that need to establish, must be supported by distribution strategy. Higher- priced product are general distribution to a more selective number of outlets. In case of high-priced luxury items distribution strategy selected focuses on exclusive market coverage. As a marketer, you need to be able to look at nature of overall pricing strategy to determine most appropriate distribution intensity.

6.2.3 Channel availability – when developing a distribution strategy, its essential you make sure channel you want to use is available & that you are actually able to use it to reach your targeted market. Should channel not be available, you will need to either find a way to gain access to channel or consider other channel alternatives.

A concern because right distribution channels are not available. Some major manufacturer will buy out an organ with the right distribution channel just to get access to these channels.

6.3    IMPLEMENTATION: DETERMINING CHANNEL STRUCTURE

In implementation phase, strategies that have been planned are implemented. Physical channel is established. This channel is direct or indirect, or single or multi-channel & could include use of a vertical marketing system. Marketer when implementing distribution strategy must give attention to utilizing a trial period, setting performance indicators & creating communication networks.

Basic implementation decisions include use of direct or indirect channels, single or hybrid channels & vertical marketing systems. During implementation phase of strategy there’s always a trial period. Other aspects that must receive attention are determined performance indicators & creating communication networks.  

6.3.1 Trial period – while good planning is essential, its implantation stage where “action” takes place. Plans are converted into reality. Planning tries to take all possible & eventualities into account, it’s only during implantation phase where you find out whether or not you have considered everything. It’s advisable to have a trial period before full-scale implementation, gives you O, to identify any potential problems before rolling out strategy on a large scale.

When introducing a new distribution channel structure, it makes sense to proceed with a trial run. 1st hypermarket in South Africa which opened in 1976, was a trial run by Pick n Pay. It was soon realized the concept was sound & more hypermarkets had been opened. On the physical distribution side various forms of transportation must be evaluated & this requires a trail run.

6.3.2 Set performance indicators – from outset, performance standards need to be established & most importantly, communication to all channel members. All channels must know what is expected of them in terms of product performance & must align themselves to achievement of these standards. Performance standards reduce chances of channel conflict & provide marketer with ability to measure performance in control phase

Performance standards must be agreed on within distribution channel. If performance criterion is to induce 50% of potential target market to buy product in first year, then every channel members must be informed what performance criterion is. There will be less channel conflict if performance indicators are known to channel members.

Most commonly used performance criteria are:

· Sales performance

· Inventory maintenance

· Selling capabilities

· Attitudes

· Competitive products handled

· Growth aspects

When established performance criteria, important to consider nature of distribution channel & character of individual channel members. Variations in each of these require that a unique combo of performance standards be set.

6.3.3 Create communication networks – it is essential there are effective channels of communication between all members involved in process. Communication should be frequent & two-way. Essentially these communication networks be established to ensure problems are timeously identified & rectified.

Motivation & leadership are important elements of communication process. Effective motivation & leadership in channel assists in ensuring co-operation within channel & makes implementation of channel strategies a lot easier, especially where there are significant change to be made. Motivation within channel can be achieved by making efforts to understand requirements & problems of channel members, offering require support to solve identity problem, & providing on-going leadership.

There should be good communication between of a distribution channel. Computer linkage, tel linkage & face–to-face contact to develop personal relationships add value to channel & help to make channel function smoothly.

6.4 CONTROL : EVALUATING CHANNEL PERFORMANCE

Control refers to evaluation of actual performance of distribution channel; done using established objectives as a basis for evaluation. To manage distribution channel effectively, it’s necessary to understand where there are problems and where there are areas of excellence. Results of this control process are used in next planning cycle to make improvements and build on areas of high performance.

Evaluation of channel performance is the last step in management of the channel (fig 11.12 pg 427). At this stage actual performance is measured against desired performance, reports of any underperformance are fed back through system so that a new cycle of channel planning can start – hopefully rectifying underperformance problems.

In evaluating channel performance, two key criteria need to form basis for all evaluations, namely channel effectiveness and channel efficiency.

Channel effectiveness – involves assessing whether distribution channel is meeting goals and objectives of the organisation and its customers. Farrell and Hartline point out this involves assessing whether channel provides exceptional time, place and possession utility. It means are they providing right product at the right time in a manner that’s convenient to consumer/

Channel efficiency – assesses whether functioning of distribution channel is cost effective in that waste is eliminated, unnecessary costs is cut and unnecessary activity reduced.

Four key areas to be addressed in evaluation of channel performance

· Evaluation of financial performance

· Evaluation of channel working relationships

· Evaluation of ethical and legal issues

· Evaluation of future plans

Channels will change over time, needs of consumers change, business conditions change and new alternatives arise that could be more effective. Tough decisions will need to be made to add new channel members and to drop inefficient channel members. Ultimate objective of any channel is to reach identical target market in a way that satisfies the needs of customers while minimizing associated costs to the organisation.

6.4.1 Evaluation of financial performance 

 You need to establish whether or not members of channel are making a profit or have prospect of making a profit. Channel members might initially be willing to accept lower margins, but as time goes on they will come to expect greater returns. Each channel member needs to be assessed on its current and potential financial performance and action needs to be taken to correct any problem and avoid potential conflicts.

6.4.2 Evaluation of channel working relationships  

Channels can be extremely short (one or two members) or very long (multiple channels). Channel members have their own objective, their own way of doing business and their own individual cultures. Irrespective of the length of the channel, these different differences present opportunities for conflict. It is therefore essential that these relationships be evaluated and understood so that any potential conflict can be eliminated.

Three key areas of channel relationships must be evaluated:

6.4.2.1 Channel power – in a channel with a number of members, some channel members may, as a result of their size, reputation or knowledge have some form of power over other channel members. The use of this power by stronger channel members can be either to benefit or detriment to functioning of the channel.

Channel power implies that one or more of the members of the channel is recognised by other members as having decision making influence on other members to a great extent. This power is usually result of size, knowledge, reputation, coercion. If manufacturers isn’t happy with the manner in which a retailer is promoting a branded product, manufacturers may decide to delist retailer from carrying that range of products.

Another facet of channel power is question of channel captaincy. A channel captain is channel member who is able to control distribution channel. In the past the manufacturer was strong enough ( had enough capital, know-how and infrastructure) to operate as the channel captain. Manufacturer decided on distribution structure and channel members had a well-know brand name and was the one providing guarantee on the product. 

Today’s picture has changed, now intermediaries such as Pick n Pay and Shoprite groups are perceived to be channel captains. They decide which product to list and they have reputation and financial strength to decide which brands to stock.

5 types of power in a distribution channel which can be utilised to exert channel power is identified       


Coercive power – a channel member with this type of power can threaten to terminate relationships or deny positive outcomes should channel members not cooperate with or conform to the dominant channel member’s wishes

Reward power – exists when a channel member has power to reward channel members for increased performance. Prospect of reward (eg. Increase in sales) can spur channel member to greater efforts. This type of power can be used on strong financial position of a channel member.

Legitimate power – based on the belief channel leader possessed right to exert influence on other channel members and to expect compliance. This requested behaviour might be requested in accordance with terms of a contract or other legally binding relationships.

Information power – knowledge is power and with power comes influence. A channel member that’s perceived to have specialized knowledge that can lead to enhanced channel success, can initially have a strong level of power within the channel. This level of power can diminish over time unless channel member continually develops its knowledge base. This specialised knowledge or info might include sales forecasts, knowledge of market trends, in-depth insight into competitive situation or other important consumer related information.

Referent power – based on companies wanting to be associated with a particular channel member. This power is based on superior image, superior products or superior business practices. Company that holds this type of power has a strong position within a distribution channel. Sony has a image of strong brand quality and many intermediaries want to stock their product and be associated with Sony name.

Concept of channel capacity is channel member that is able to control distribution channel. This channel captain differs from industry to industry and from channel to channel. In mainstream retail environment, larger retailers are generally perceived to be channel captains.

In motor industry manufacturers tend to be channel captains and have a strong influence over other channel members.

6.4.2.2 Channel conflict – individual channel members have their own objective, may differ from those of other channel member. This type of conflict isn’t unexpected, but it’s essential that it be properly managed to ensure effective functioning of channel. Conflict can be encountered on horizontal and vertical levels.

Channel conflict may arise between channel members over issues as size of mark-up on products, how physical distribution functions are performed and channel captaincy.

Two types of channel conflict are encountered, horizontal level channel conflict occurs when two retailers sell same product at different prices. Most common reason for conflict in SA revolves around boundaries of exclusive territories such as those provided by fast food franchisees. General complaint is that franchisor allows new franchisees to make inroads in geographic exclusivity of older franchisees.

Vertical level conflict often arises when a manufacturer bypasses a retailer and sells directly to the consumer. Retailer will be angry at being bypassed. A South African example of vertical channel conflict is academic booksellers complaining that publishers are bypassing them by selling directly to university campus book shops.

Most common causes of conflict

· Goal incompatibility – individual channel member may have goals which conflict with goals of other channel members

· Unclear roles & rights – individual channel members may clash due to uncertainty surrounding their roles within the channel. This conflict can be avoided by clearly explaining the roles of and the relationships between each channel member within the channel.

· Differences in perception – manufacturers may have a positive view of the channel prospects, whilst intermediaries might hold a view that is not as positive. Open communication is essential to resolve this conflict.

· Intermediaries’ dependence on the manufacturer – in this situation the manufacturer holds significant influence in the channel based on its product and other marketing decisions. This power presents a significant opportunity for conflict. In industries where the manufacturer does not hold this power, the chances of conflict are significantly reduced.

6.4.2.3 Channel cooperation – cooperation is essential amongst channel members to ensure the channel operates efficiently. The channel needs to be properly evaluated to identify how cooperation can be obtained between members and to ensure the harmonious functioning of the channel. The channel captain, based on their power in the channel, plays an important role in this regard.

Need to get channel to function properly. Channel members must have a conflict resolution procedure through which conflict can be mediated. Channel co-operation is recognised as a method to get channel members working together. This can be done through incentives. (Eg. Discount) from channel captain and by building long lasting relationships with all members.

6.4.3 Ethical & Legal Evaluation

Ethical issues are receiving heightened attention in current SA business environment. Legal issues need to be addressed to ensure effective functioning of channel. Assessment needs to be made of each channel link to ensure ethical and legal aspects are being adhered to. The Competition Tribunal investigates into monopolistic behaviour of channel members in certain distribution channels. These must be thoroughly analysed as any contravention of any law and any unethical behaviour by a channel member can result in substantial fines being paid. These fines not only cut into the bottom-line of the business but also affect the image of the business in the marketplace – this may cause the consumer to look elsewhere to satisfy his needs.
 Ethical and legal evaluation of functioning of channel. In SA the government becomes increasingly concerned when one business monopolises an industry. Various other investigations by the competition board have undertaken to examine monopolistic behaviour in distribution channels. A while ago grocery manufacturer complained about coercive power of large food retailers in SA. This claim was investigated, but accusations could not be proved. This shows how important it is that ethical and legal issues of channel member be evaluated on an ongoing basis by all channel members.

Toyota was fined 12million by the competition tribunal in 2004 because it dictated prices its dealers must charge.

6.4.4 Evaluation of future plans

Final area of evaluation concerns the future. Marketing manager needs to look at performance of the distribution channel in context of future marketing plans. If you see the current channel doesn’t match plans been developed, changes will have to be made. The outputs of this analysis serve as inputs for the next planning phase.

This reverts to the first step in management of channels, namely, planning. With evaluation completed, marketing manager must ask the question: HOW WELL IS DISTRIBUTION CHANNEL EXPECTED TOPERFORM OVER THE NEXT YEAR OR TWO?

If there is any doubt about its performance, the marketing manager must revise its channel structure and start planning for future changes.

ASSESSMENT

1. Discuss planning as an element of the distribution strategy development process.

2. Explain what is meant by channel compatibility.

3. There are four key areas in the evaluation of channel performance. Identify and discuss each of these four key areas.

4. Distribution strategy involves activities around planning, implementation and control. Discuss each of these activities.

SUMMARY 

This study unit focused on the development of the distribution strategy. The management of the distribution channel involves the formulation of a distribution strategy. Channel management includes distribution activities focused on planning, implementation and control. Distribution decision making is a two-sided affair which entails the management of the distribution channel and physical distribution or logistics. Important to know how physical distribution side of things work and how actual channels being used are affected by each strategic activity.
Distribution decision forms part of the supply chain and is a vital link in development of optimal marketing mix for an organisation. Distribution decision centres around two activities, channel management and physical distribution management. Channel management decides on the type of intermediaries that are needed in channel and channel functions that must be performed by intermediaries.

Different types of distribution channels exist for different types of products. Distribution channel for consumer products is usually indirect and hybrid channels are used. For services the channel is usually direct.

SA businesses are exporting to international markets and international distribution channels must be created. Channel management side of distribution decision making involves examining selection criteria to be used in selecting certain distribution channels as well as market coverage needed to sell products successfully to the market.

Physical distribution management is also called logistics. It’s the second part of distribution decision and includes  the function of warehousing, inventory management, order processing and transportation.

Distribution strategy with reference to management of distribution channel which includes basis management steps of planning, implementation and control. Control process and evaluation of channel performance, channel power, channel conflict and channel cooperation.

STUDY UNIT 7 Communication planning and objectives
7.1 INTEGRATED MARKETING COMMUNICATION (IMC)

Focus of IMC has shifted from one-time transactions to on-going relationships.  Sale is not the end of the marketing process, but beginning of a relationship in which buyer and seller become independent.  Purpose of relationship marketing isn’t to secure a sale, but to maintain long-term relationships between businesses, gov, public, suppliers of raw mat, employees and current & potential customers.  Emphasis of relationship marketing is moving from a transaction focus to a relationship focus.

IMC is a “planning process designed to ensure all brand contacts received by a customer or prosepect for a product/service or organ are relevant to that person & consistent over time”.  Integrated marketing communication can be defined as a holistic approach to promote buying and selling in digital economies.  This concept includes many online / offline marketing channels.  In SA online marketing channels include e-marketing campaigns such as  search engine optimization (SEO),p ay per click, affiliate, email , banner and latest web-related channels for webinar, blog, RSS, podcast and Internet TV.

Retailer PnP has a website where consumers can order groceries and arrange for them to be delivered.  Offline marketing channels include traditional print (newspapers / magazines), mail order, Public Relations, billboards, radio and tv.  PnP make use of traditional media such as newspapers and brochures to advertise their product.

A summery of the evolution of the IMC concept:

· About 100yrs ago direct personal relationships and personal communication were main communications strategy.

· Advertising and publicity were main elements in communication strategy. Posters, print ads, news releases, radio ads and ad on TV were used.

· During 1950s & 60’s mass media account for more than two thirds of marcom budget of organisation.

· Sales promotions became more important in 1970’s

· In 1980’s need for a more strategic integration of communication tools became clear and a move to IMC became visable.

· During 1990’s – 2000’s organisation opted for more sales promotions, product publicity, events, sponsorships and direct marketing.  Internet featured as  an additional medium in its own right to use in communication with customers.

Studies in 1990’s indicated the following regarding IMC

· Increased communication impact

· Made creative ideas more effective

· Provided greater communication consistency

· Would improve client return on communication investment

Today we are in relationship building arena where personalization is a critical element in an org’s success.  Organisation needs to design and implement the most effective communication strategy thereby building customer and other stakeholder relationships.

Here the integration is key mechanism.  IMC concept centres on integration of marcom elements to provide added value to customers and promote positive relationships. Various terms have been used to describe integration:  new ad, orchestration, seamless communication, 360 degrees, all-round, holistic and “the whole egg”.

Marketing communication defined as the process by which marketer develops and presents an appropriate a\set of communication stimuli to a target audience with intention of eliciting a desired set of responses.

Ultimate goal of marketing comm (marcom) is to reach some audience to affect its behaviour.  In order to perform, persuade and remind targeted customer effectively, marketers rely on one or more major elements of the communication mix.  This combo of marketing comm elements is referred to as marketing communications mix or marketing communication strategy.

IMC was one of the 1st processes to provide for managing customer relationships. Definition of IMC – a crpss finctional process for creating and nourishing profitable relationships with customer and other stakeholders by strategically controlling or influencing all messages sent to these groups and encouraging data-driven, purposeful dialogue with them.

Marketing or comm manager should use vast array of IMC alternatives available to achieve desired comm effects.  IMC is ability to select best means of delivering marketing comm that has a consistent, unified message to market place and communicate a common theme and positioning.

Marketing mix of an organisation for tangible products comprises 4 elements: 4p’s  : Product, place (distribution), price and promotion. Marketing communication elements influences other three elements and vice versa. Marketing managers should be aware of inter-relationships between these four elements when designing and planning its marketing strategy.

Responsibility of marketing comms manager is to compilie a programme that establishes a framework for development, implementation, coordination and control of an orginisation marketing comms programme.  Aim of such a programme is to develop an effective marketing comms programme geared towards target audiences in an attempt to influence attitudes and behaviour.

Reason for growing importance why organisations are adopting IMC approach is to understand and appreciate value of strategically integrating various communications functions rather than having them operate autonomously.

7.2  GENERIC COMMUNICATION OBJECTIVES

Marketing comm comprises messages used by a variety of media to communicate with a market.  Marketing comm practitioners traditionally focused on creation and execution of printed marketing material, academic and processional researchers, however, have since developed practice of using strategic elements of branding and marketing to ensure a message is delivered reliably throughout an organisation.  Many trends in business can now be attributed to marketing comm, such as shift from cust service to cust relations and transition from human resources to human solutions.

Various phases of marketing comm planning – fig 12.1 pg 440 txt

In developing a marketing comm strategy, an org should investigate all marketing comm elements and then balance strengths and weaknesses of each to produce integrated comm objectives. There are different TYPES of objectives namely quantifiable, measurable, time-related objectives.  Marketing comm objectives enable marketer to evaluate3 particular elements of marketing comm strategy.

Setting marketing comm objectives and compiling marketing comm budget are crucial activities in marketing comms department.  Marketing comm objectives and marketing comm budget constituse two basic guidelines and constraints in formulation of marketing comms strategy, and stratgegies for various marketing comms elements.

PLANNING PHASES OF MARKETING COMMS PROGRAMME
Phase 1 – Situation Analysis.  Internal and external evn studied to determin SWOT wrt all relevant factors. (SWOT analysis)
Phase 2 – compare results of previous analysis with marketing obj and strategies.

Phase 3 – target market should be described and marketing obj should be formulated.  Marketing obj are developed based on an env analysis of industry (structure, competitiors, success factors, barriers to entry), the market (direct and indirect competitors, opportunities, threats, size, attractiveness factors, customer behaviour, positioning of prod/serv, target market iden) and internal resource analysis (Weaknesses, vulnerabilities, Strengths and competitive adv).

Phase 4 – marketing strategies are then developed based on marketing objectives. Marketing comm obj are then formulated based on marketing strategies.  Marketing comm obj should have a bearing on a particular situation in a target market and how to better it.  Marketing comm objectives for one target market with therefore differ from those for another, and indicate how marketing manager wishes to change and existing situation in a target market.

Quantifiable objectives – marketing comm objectives should enable marketer to evaluate particular elements or activities of marketing comms strategy at which they are aimed.

Measurable Objectives – objectives in respect of each of the marketing comms elements or activity much be measurable. If marketing comm obj are very specific, it will help wien determining the result of marketing comm action plans.

Time related objective – period within which marketing comm objectives must be achieved covers same period within which activities of various marketing comm elements are implemented.  Different objectives can be formulated for diff periods in respect of each of the marketing comm elements. 

Phase 5 – Once objectives have been formulated, a provisional marketing comm budget must be prepared on basis of formulated goal.

Phase 6 – manager of marketing comm elements and development of diff strategies for each element are usually most comprehensive of all phases.  Each marketing comm element plays a unique role in achieving marketing comm objective.

Phase 7 – during this phace IMC concepts and principles are applied.  Marketing comm decisions must be coordinated to prevent one element being singled out above another.  Decisions taken must be synchronised so ultimate objectives can be reached without any form of duplication and resultant additional costs.

Phase 8 – development of an action plan for each marketing comm strategy.  This is the operational programme which is very detailed and contains activities, responsibilities, time frames.

Phase 9 – penultimate phase is measurement of marketing comm effectiveness.  Important to ascertain whether marketing comm programme has achieved its objectives since this indicates effectiveness of marketing comm decisions and provides beginning of next planning cycle.

Phase 10 – consists of feedback on effectiveness of marketing comm programme so that deviations from formulated obj can be evaluated with a view to taking corrective measures. (ie contingency planning for next period of evaluation.)

Summary

Marketing communication objectives must be derived from marketing strategies and objectives for marketing communication elements.  (advertising, personal selling, sales promotions, publicity, marketing public rtelations, sponsorships, direct marketing and e-communications)..

STUDY UNIT 8 :INTEGRATED MARKETING COMMUNICATION: ADVERTISING

OVERVIEW

All buss enterprises regard effective comm as essent for survival, no buss can exist without comm.  To achieve this, all comm within company has to be as effective as poss & this involves a wide range of comm active to ensure good upward, downward & horizontal comm..  Companies have to comm with other companies & suppliers, good relationships with external marketers are essen.  Most important activ of all is comm with cust, without cust, no company will remain in buss. 

8.1  THE MARKETING COMMUNICATION MIX

Fig8.1 pg56 SG The marketing comm. mix (advertising, personal selling, sales promo, publicity, public relations, sponsorship, direct marketing, e-communication)

Eight marcom elements are ad, personal selling, sales promo, publicity, marketing public relations, sponsorship, direct marketing &e=-communications.

Inclusion of these elements in IMC prog doesn’t relate to organ structure but to functions that each element performs & value each concept & its related active can add to total IMC effort.

Relationship marketing isn’t viewed as a sep func in marcom mix, but forms part of direct marketing, which in turn is part of marcom mix.  Database marketing is driving force behind relationship marketing & IMC.

Deciding on nature of combo of marcom mix presents a challenge to marcom man because as circumstances chg, whole combo must chg as well.  Composition of eight elements repeatedly chg, also messages contained therein & diff techniques & media used.

8.2  WHAT IS ADVERTISING

Advertising defined as any paid, non-personal comm thru mass media about a prod, serv or idea by an iden sponsor (the marketer).

Defined in more detail

Paid – advertising is a mess paid for by a company which is placed in various media such as TV, radio or print.

Mass presentation – advertising enables advertisers to del a mess to a large number of poten cust.  Mess is impersonal, its not directed at one specific person, but rather at an undefined group of people ref to as target audience.
Ideas, prod, serv – advertising is concerned with ideas, goods, serv offered by buss.

Advertiser – an advertiser is the company, non-profit organ or indiv who pays for the ad.

Selected target audience – advertising is not aimed at everybody.  An advertiser has a specific mess which is aimed at a specific target audience the company wants to reach.

The objectives – companies advertise for a variety of reasons.  Each advertising campaign has specific set obj.

Ultimate purp of advertising is to persuade consumer to purc prod.  Advertising obj can be to inform target audience about new prod a company has on the market or diff ways consumers might use prod.  Advertising plays a role in creation of value by informing consumers of where & when prod will be avail.  All activ in an advertising campaign are aimed at fulfilling these basic func of advertising.  

One must disting between prod/brand ad (primarily aimed at consumers but can also include the trade.  Demand is created among consumers who pull prod thru wholesalers & retailers.  Citroen ad & demonstrate their new C3 model), corp or institutional ad (promotes organ & not specific prod.  Telkom ad that they sponsor Olympic Games), & non-commercial ad (gov & not-for-profit organ), used to seek donations or volunteer supprort.  Blood transfusion serv ad to consumers to donate blood.  

The advertising management process (fig 12.2) pg445txt has the following elements:
· Marketing obj & strategies (eg organ has following marketing obj – penetrate Gauteng market to gain 5% points of market share)

· Marcom obj (based on obj above, a specific marcom obj can be 1st to incr level of awareness of prod in Gauteng area from its curr 20% share to 30% within next six mths & to induce trial of prod to obtain 100 new cust)

· Advertising obj (can be to inform & educate poten cust how to use prod, create 500 sales leads thru ads & reach at least 50% of target market)

· Advertising strategies, involves iden target market, competitive posi & consumer behav.

· Budgets
· Execution
· Placement
· Assessing effectiveness of advertising
8.3  ADVERTISING OBJECTIVES

These obj shd clarify basic mess to be del to target market, they shd clarify to what audience mess shd be del & specific criteria to be used by retailer to measure success of ad campaign.

Advertising obj shd:

· Into new prod to cust
· Initiate shopping
· Stimulate the actual purc of a prod
· Remind cust to buy
· Encourage enquiries
· Reinforce a favourable image
· Create brand awareness
· Rectify incorrect perceptions
· Persuade uncertain cust to buy a partic product
8.4  ADVERTISING STRATEGY

Imagine a retailer who doesn’t plan his ad campaign, doesn’t do market research on ad before its launched, doesn’t do research after ad campaign has been launched to see if campaign was successful/not.  Retailer will be wasting large amt of money as ad might not have been perceived by target audience way it was intende to be, or retailer might have used incorr medium to reach its target audience way it was intended to be, or retailer might have used incorr medium to reach its target market.  A retailer whose target market is situated in rural parts of KwaZulu Natal wouldn’t reach that target market by ad on the internet.

Important for retailers to follow a strategy when planning their ad campaigns.

Important elements in advertising strategy are:

· Target market iden & positioning – before ad, retailers shd have a target market in mind.  This will help retailer to decide the medium ( or media) to use, who to reach & if necc, how often to comm.
Process starts with a clear indication of target audience in mind & include current cust, poten cust & previous cust.  These audiences can include decision makers, influencers, initiators, buyers.  Iden of target audience will dictate what is said (mess), where & how its comm. (media), whom its comm to (reach), how much comm is necc (frequency).

How ad is executed will depend on competitive situation & how prod will be positioned vis-a-vis competitors.

Competitive situation – a retailer shd use diff visual forms when ad his prod, so target market can see benefits of owning prod.

Positioning ref to space which prod/serv occupies in cust mind.  If a car manuf estab thru research, that a specific model is perceived by market as being a traditional, conservative, “old technology”car, versus competitors prod which is more stylish & fashionable, it might decide to reposition their prod towards perceived position

Their ad obj & strategy will have reflect chg & all comm. shd be executed on this platform.

Cust behaviour – retailer shd know his target market (who they are, where they stay, their usage behav etc) so as to be able to influence them to buy prod. 

Important for chief marketing officer to thoroughly understand process of decision making by cust & how marcom strategy can influence the process.

Target audience must be analysed & can consist of decision making units which must be informed, reminded or persuaded thru ad.  Important to deter who they are (demographics & psychographics),where they are (geographics), number, that is, market size (in numbers or rand value), purchasing & usage habits, their expectations & knowledge of and image perception of competitive prod, attitudes to competitive prod/serv, their prices, selling outlets & ad and specific needs of &/or problems facing target audience.

Marketing man must understand process of decision making by cust & how marketing comm strategy will affect his process.  A hierarchy of effects can provide a model of the influence which a partic marketing comm. can have on cust decision making process.

Diff models of hierarchy of effects, they consists of – AIDA model (attention, interest, desire, action), DAGMAR model (defining ad goals for measuring ad results), Lavidge & Steiner model (awareness, knowledge, liking, preference, conviction, purchase), Stimulus –response model (read, believe, remembered, action), Foote, Cone & Belding (FCB) model (think, feel, & do) and Information processing model.

These models provide frameworks how cust might move from one stage to another & is called “laddering” effect.  A cust might not be aware of a prod & ad can move him to other stages such as recog – interest – liking – conviction – action.  The various stages diff slightly in each model, they can be divided into three main groups known as behav dimensions, indicate psychological phases, involved in formulation of cust attitudes & decision making process.

Three behave dimensions termed cognitive stage (a persons partic level of thinking), affective stage (reates to his emotions) & conative stage (has bearing on cust motives & actions) & they constitute the components of attitudes.

Emphasis & type of comm. used will depend on specific behav dimension which is being targeted & what comm/ad obj are.  It might be to chg an attitude or get cust to act on a mess.

Hierarchy of effects is usually used in planning ad strategy & in formulating ad obj.  It can also be used effectively to plan a total comm. strategy.  Rate at which cust moves thru hierarchy of effects depends on certain factors of which prod is one.

Budgets – the ads are paid for.  Retailer shd put money aside to pay SABC (TV & Radio), mags or newspapers or any media where ad will be placed.

Critical decision facing marketing man is how much to spend on ad effort.  Decision isn’t a one-time respon because a new budget is formulated annually, every time a new prod is intro, or when either int or ext factors necc a chg to maintain prod competitiveness.

Size of an organ ad budget can vary from a few thousand rand to more than a million rand.  Organ demand that ad expenditure leads to accomplishment of their stated obj.

Budgeting techniques or methods can be classified as judgement-oriented (arbitary allocation % of sales & all you can afford allocation) or data-oriented techniques (four techniques – competitive-parity, objective-and-task, experimentation-and-testing and modelling-and-computer simulation techniques)

Technique which is most acceptable in terms of our approach is objective-and-task technique which is a three step process:

· Defining comm obj to be accomplished
· Deter specific strategies & taskes that will be req to attain these obj
· Estim costs associated with performance of these strategies & tasks (total budgets is based on accumulation of these costs
In setting the advertising budget there are five factors to be consid:

1st stage in product life cycle – new prod receive larger ad budget to gain cust trial & acceptance.

2nd, market share & cust base – high market share prod req less ad expenditure to maintain share.  Low-share brands demand higher adspend.

3rd, competition & clutter – in a market typified by high clutter & a large number of competitors, more heavily ad is req.

4th, ad frequency – number of repetitions needed to reach cust, has signif impact on ad budget.

5th, product substitutability – certain brands, which sometimes can be classified as commodities (ciggs, beer, soft drinks) need heavy ad to estab a differential adv.

Execution – mess shd be appealing to target market.  Retailers can make use of diff media for this purp.  For execution to be effective a creative strategy is req.

Four steps to devel a creative strategy

Mess generation – 1st creative task of advertiser is to generate an idea or create a platform that will deter what must be said, how it must be said & which media to select.  Difficult to come up with a good idea.  Creative people have ability to generate good ideas based on prod & market features, intuition, own experiences.  There’s no formula for finding big creative idea.

It’s discovery is the art of persuasive comm..  Big ideas touch & move their target cust, they are extraordinary & resist the usual.  They make the new & unfamiliar feel familiar & the familiar fresh.  Big ideas such as Vodacom’s Yebo Gogo have long-term campaignability & are at heart of successful creative comm..  Thru which brand image & brand sales are built.

The big idea estab relationships with cust & contin to delightfully reinforce that relationship.  Big ideas make an impact & are usually simple & memorable.

Mess evaluation & selection – advertiser shd conduct market research to estab which appeal fits best with their target market (audience).  Once an effective appeal is iden then a creative brief is prepared.  This is an extension of the positioning statement & includes key mess, target audience, marcom obj, the promise & media to be used.  It was suggested that mess be evaluated on desirability, exclusiveness & believability.  

Mass execution – impact of mess depends on what is said & how it’s said.  Appeal can be rational (Toyota’s fuel econ drive from JHB to CT) or it can be emotional (Old Mutual’s “green” ad showing enviro scenes creating an emotional association).  It will depend on stage in which cust/poten cust is in hierarchy of effects framework.

In preparation of an ad campaign, advertiser prepares a copy strategy statement describing obj, content, support & tone of desired ad.  Various execution styles can be used for instances, slice-of-life, lifestyle, fantasy, mood or image, musical, personality, symbol, technical expertise, scientific evidence, testimonial.

Tone of ad is important eg are Avis’s tone “We’re number two.  We try harder” based on Hertz’s positioning as leader (theme was “We don’t rent as many cars, so we have to do more for our cust” while the creative copy was “We try harder”

Red Bull shows how their drink can “give you wings” when you need it.  Coke shows how life “tastes” better when drinking Coke.  Castle used connection between team sport & friendship as their big idea to instil pride into drinking their beer.

Polka scores – internet site Polka’s “Sirius” campaign caught imagination of its target market audience.  Word “Sirius” is used in everyday conversations & has become synonymous with the brand,  The ad struck a chord with public because of the play on a lang style that’s unique to SA & public could iden with charac (two ladies discussing Polka in a hair salon or two Indian males sparring over car repairs).

Headlines shd be creatively devel to grab attention.  Six basic types of headlines:

· News (“Cancer cures smoking”)
· Question (Club Media “What is your daughter really doing tonight?”
· Narrative (Proactive Insight: “Info is meaningless if you don’t know how to use it”)
· Command (“Phone us now for a free quotation”)

· 1-2-3 Ways

· How-what-why

In print media the format elements of ad such as size, colour & illustration will influence cost & impact.

Social responsibility review – supply & demand side of marketing exchanges have a set of expectations how marketing relationships & transaction shd be conducted.  Based on trust, honesty, morality, integrity, justice & fairness.  If one party has a diff set of values or perceptions which isn’t congruent with others expectations, ethical conflict can occur.

Various ethical issues involved in marcom & more specifically in ad.  To be socially respon, advertisers must take care not to offend ethnic groups, racial minorities, or special interest groups.
Few eg illustrate poss transgression of ethical boundaries:

Children – many feel children shd not be targeted for prod such as sweetened cereals or violent video games.

Minorities  - a low priced, high alcohol beer marketed to young black men in US

Elderly – telemarketing fraud involving prize promo, solicitations & investment offers.

Developing countries – US tobacco organ used ad that was banned in US, in Asia, Eastern Europe & South America

Sex – those ads that exploit women as sex objects & that use underage models in sexually suggestive ways

Classical conditioning – prestigious actors or reputable athletes endorsing prod/serv that have little inherent value.

Business – bribery: “Gifts from suppliers, payments of questionable commissions & “money under the table”

Once ad mess has been selected next step is to choose media to carry it.  Major element in any integrated marketing comm campaign is optimum placement of ad mess in appropriate comm channels.  Marketers need to plan how different media channels will be combined & integrated to reach target audiences.

Before a media plan can be compiled, charac, strengths & limitations of major ad media used in SA must be understood.  Table 12.2 pg 453 provide summary of diff media & major adv & disadv.

Alternative media can be used such as parking meters, trash bins, restrooms walls, videotapes, auditapes in taxis, bus shelters, shopping carts, interactive content on screens at petrol station forecourts & in-flight ads.

Other alternative media can include: street-pole posters, word-of-mouth using bartenders, journalists, DJs to promote prod, food container ad (pizza boxes), retail store bags, tattoo ads, videogames ads.

The company, Comutanet, who applies Star Radio to broadcast in taxi ranks & TV thru Rank TV where prog & ads are screened in taxi rank enviro, uses an interesting alternative medium.  The so called rank branding concept is applied where organ such as MTN, Cell C & Checkers take ownership of taxi rank envoro & sometimes even have naming rights for a taxi rank.  Peugeot recently launched a campaign to brand seven megabuses to ad its station wagon.

When a selection is made of appropriate media, the advertiser must make decisions on the desired reach, frequency & impact.
Reach – number of diff persons (target audience) exposed to a partic media at least once during a specified term.  Reach is more important when launching new prod, extensions of well-known brands, or infrequently purchases brands.

Frequency – number of times within specified time period that an average person is exposed to mess.  Frequency is more important where there are strong competitors, high cust resistance, or a frequent purchase cycle.

Impact – qualitative value of an exposure thru a given medium.

As a gen rule an audiences awareness will be greater, the higher the exposures, reach frequency & impact.

In estab of reach & frequency obj one must bear in mind that if AR (audience rating) ie number of say TV viewers is 10 & 10% of viewers see an ad then an AR of 1 has been achieved.  An AR of 10 equals 1.14mill viewers.  AR ratings are often used as obj in media planning.

8.5  PLACEMENT & ASSESSMENT

Ad can be placed in diff newspapers or mags, or be broadcast via radio or TV.  Choice of medium will depend on cost & target market to be reached.  A retailer can assess whether/not an ad has been successful.  Done by comparing behav of target market before ad & again after ad.  If behav is same, it will indicate ad was ineffective.

Advertiser must investigate most cost-effective way to deliver desired mess within each media type.  Factors which will influence this decision are budget, ad obj & degree to which integrated marketing comm must be implemented to arrive at an optimum exposure.  Various alternatives exist, eg flight an ad on TV & pay 50K for 30secs &/or place five print ads in a local newspaper for 10K each.  Or have a direct mailer to cust costing 50K, or have a combo of the three alternatives.

Another factor to consid is cost per thousand reached.  If a print ad costs 50K & it reaches 5000 of target market then cost per thousand reached is R10,00.  However, if a TV ad costs 50K & reaches a target audience of 50 000 then cost per thousand reached is R1.

One must look at profile of readers, geog reach & ad rates before a decision regarding placement is made.

Assess effectiveness of advertising

Advertisers can test effectiveness of their ad before &/or after ad has been placed.

In a before situation, cust are asked for feedback regarding what main mess is which ad portrays, how likely is it that they will be moved to buy prod, what is good/bad about ad, where shd ad be placed (print, displayed, broadcast) & where likelihood is the greatest in terms of target market exposure.

In an after assessment an advertiser can test whether ad obj have been reached.  Eg one obj might have been to incr awareness of prod/serv from curr 35% to 45% within next 6mths.  Before obj are formulated, a pilot survey must be done to estab what curr awareness levels are.  After campaign, similar research must deter whether chg in awareness levels realized, compared with ad obj.

In similar fashion, same assessment can be made with regard to other poss obj such as incr in sales, effectiveness of reach & impact & market share.

ASSESSMENT

1.  Explain what the marketing comm mix is.

2. Define advertising

3. Discuss the major ad media used in SA.

4. What are the obj of advertising?

5. Discuss the four steps a retailer can follow to develop a creative strategy.

6. Discuss the factors which will influence the choice of medium to be used for an advert.

7. Explain how a retailer can assess the effectiveness of an advert.

SUMMARY

First element of marketing comm mix, namely advertising.  Important for marketer to know his target market before advertising.

 Study unit 9 Personal selling: designed to develop long-term relationships

OVERVIEW:

Everybody sells. Selling is more than just bringing about an exchange of money for goods/services. Selling Is Persuasion.
Every aspect of human interaction is influenced by selling. Whatever you achieve will depend in a large measure on your ability to win acceptance and on your competence in the art and science of persuasion.

THE NATURE OF PERSONAL SELLING:

Personal Selling: verbal and personal presentation of a need-satisfying product, service, institution or idea, to one or more potential buyers, with the purpose of bringing about a sales transaction.

The definition involves communication between the sales person and the prospective buyer. They might discuss the buyer’s needs and how the product/service will satisfy those needs.

As per definition, personal selling is a verbal and personal presentation of a need satisfying product, service, institution or idea, to one or more potential buyers with the purpose of effecting a sales transaction. It involves interperspnal selling between a seller and a buyer to satisfy needs to the mutual benefit of both parties.

Flexibility of this method makes it an excellent communication medium for establishing & nurturing customer relations.

Advantages of personal selling

· It’s a two-way communication where interaction is possible.

· Less ‘‘noise’’ in the system

· More flexible and mess can be tailored to specific circum

· When complex info must be transmitted, the use of personal selling is a more effective medium

Disadvantages

· Cost per contact is high

· Reach is relatively low

· Control by organisation over messages delivered by sales consultant is low.

Sales people are consultants & problem solvers for customers. Sales people professionally provide info that helps customers to make intelligent business decisions.

9.2 The Roles And Functions Of Sales People

· Create new customers – called prospecting involves identify potential customers. Sales people need ability to make a presentation, qualify the prospect, overcome objections by buyer & close a sale.

· Sell more to present customers – future growth in sales depends on current customers, especially if they are loyal to ones prod/brand/organisation.

· Build long-term relationships with customers – If customers are loyal to the organisation, it implies that they have trust in salesperson & this is conductive for building relationships with customers.

· Provide solutions to customers’ problems – salesperson becomes a councillor for customers on how to solve problems. Sometimes salesperson has a more objective and holistic view of industry in which customer operates, to give sound advice for specific problems.

· Provide services to customer – salespeople handle complaints, returning dam goods and ensuring that customers are satisfied with supplementary service accompanying a product. Salespeople can provide market information as a service to customers

· Help customers re-sell products to their customers – A great portion of a salespersons work is to help wholesalers to sell goods to retailers & help retailers to sell to final consumer.

9.3 Qualities And Attributes Of Salespeople

Salespeople are vital elements in an organisation’s efforts to market goods & serve profitably. Although salespeople contribute to profitability of company, they are one of the company’s greatest expenses. It is important that they possess certain qualities, skills, and attributes such as communication skills, sales knowledge, trust & self leadership.

9.3.1 - Communication Skills

Selling is communication. A good salesperson is the one who communicates effectively with his prospective buyer. Communication during sales presentation takes many forms.

Communication is verbal and non-verbal. Verbal communication involves transmission of words, either in face-to-face setting, over the phone or through written messages. Non-verbal communication channels are physical space between the salesperson and buyer, appearance, body-language and one’s handshake.

Salespeople must be good listeners. Listening is the most important part of communication and is an essential part of selling. Good listening will avoid a breakdown in communication by allowing the salesperson to understand the prospective customer’s objective.
9.3.2 - Sales Knowledge

Knowledge enhances a person’s self-worth and gains the respect of others. It is the foundation for all other aspects of selling. You cannot communicate if you have nothing to say.

Sales knowledge means knowing your product, your company, the competition, the market and the general business condition. A thorough understanding of these key areas will give you confidence & credibility, and provide the basis for developing effective sales presentations & handling complaints.

Sales knowledge is obtained in two ways.

1. Most companies provide some formal sales training.This information is taught through preliminary training programs and sales meetings.

2. A salesperson learns by gaining on-the-job experience.

Once a salesperson has acquired relevant sales knowledge, he will be confident, credible and trustworthy.

9.3.3 - Trust

A salesperson must build a degree of trust with a buyer and this comes through developing a relationship with the buyer. Building trust can happen when a salesperson is honest, open, dependable and trustworthy. For a sale to be made, a buyer must believe in you and the company you represent. If you do not appear trustworthy, your credibility will be destroyed. After gaining the trust of a buyer, the salesperson should organize his selling activity.
9.3.4 - Self Leadership

Self-leadership is concerned with how well a salesperson’s selling activities are aligned with his goals.
The process of self-leadership consists of the following five stages:

1. Goals and objectives.

2. An analysis of territory & a classification of accounts.

3. The design and implementation of one’s strategic plans. This is done to ensure that one achieves one’s objective through proper allocation of resources.

4. Optimization of allocated resources.

5. An assessment of all activities. This entails an evaluation of one’s performance & attainment of goals, and an assessment of one’s plans & strategies.

The different stages in the sales-process are:

· Prospecting for customers – In the sales process, the salesperson begins by prospecting for customers. The main purpose of a salesperson is not to make a sale, but rather to identify and/or source customers. 

· Qualifying Prospects – One of the most important keys to success in personal selling is the ability to qualify prospects. This is the process of identifying prospects (customers) who should be contacted.

· Developing relationships – It is important for salespeople to develop long-term relationships with their customers. This requires interpersonal skills.

· Presenting the sales message – Presentation combines elements of the relationship, product, and customer.
Presentation is a well-conceived plan which includes:

· Establishing the objective for the sales presentation

· Developing needed to meet the objective 

· Renewing one’s commitment to providing outstanding customer service.

Handling queries and complaints – Being able to respond effectively to a customer’s queries and/or complaints is an essential sales skill. It requires knowledge, skill and a positive attitude of wanting to solve the customer’s problem.

Closing the sale – This is the most important part of the sales process. The salesperson needs to obtain a commitment from the customer. Some closing methods can move the customer from indecision to commitment.

Providing service and support – Customer Service encompasses all activities which enhance or facilitate the sale and use of one’s product or service. Skills required to bring about a sale are different from those required prior to the sale. A high performance salesperson doesn’t abdicate responsibility for delivery, installation, warranty interpretation or other customer service responsibilities. A salesperson should continue to strengthen the partnership with suggestions, follow-through on promises and follow-up on activity.

Maintaining trust and commitment – When customers buy goods and/or services, they focus on the satisfaction that they will gain after they make the purchase. A salesperson must be honest and reliable when dealing with a customer. 

ASSESSMENT

1) Discuss the advantages and disadvantages of personal selling.

2) Describe the roles and functions of a salesperson in a company.

3) Discuss the qualities and attributes which a salesperson should possess when representing a company.

4) Discuss the stages involved in the sales process. Use the practicle example of selling a car to a prospective buyer to illustrate your answer.

SUMMARY

The definition of personal selling, the roles and functions of salespeople, the qualities and attributes of salespeople, and the sales process.

Study Unit 10: Sales promotions

Overview

When checkers Hyper use coupons to market their product mix, (consisting of groceries, fresh produce and bakery items) and Revlon gives out samples of their cosmetic product range, they are using sales promotion methods to increase and grow their sales. Sales promotion involves communication activities which provide added value or incentives to ultimate customers, wholesalers, retailers or other organisations customers, sales promotion helps to generate immediate sales.

10.1 – The Nature Of Sales Promotions

Sales promotion is an element of marketing communication which entails a group of co-ordinated activity in a form of incentives which help to stimulate immediate sales in short term. Marketers use sales promotion techniques (ie. Action-orientated activity), to encourage customers and the trade (intermediaries) and to buy more of their products. It is used by various organisations to intensify the selling efforts of their salespeople.

Take note of the following to distinguish sales promotions from other communication elements:  Advertising is designed to establish a brand image while personal selling is designed to develop long-term relationships, and sales promotion is designed to evoke a specific action or response from the target audience in a limited period of time. A marketer can, for example, offer the consumer a promotion gift for a purchase made during the 1st week of December. The promotion gift will act as an incentive which will elicit a purchase from the consumer within the 1st week of December.

Sales promotion consists of a set of incentive tools which stimulate sales for a short term. Sales promotion induces customers, and traders to buy the organisation’s product/service is action-focussed. It includes communication activities that provide extra value or incentives to the ultimate customers, wholesalers, retailers, and can stimulate immediate sales.

Advertisements give customers a reason to buy something. Sales promotions offer an incentive to buy. Sales promotions make sales decisions easier.

The factors which lead to increased use of sales promotion are:

· Short-term orientation of marketing management.

· Measurability and accountability.

· Perceived lack of effectiveness of advertising

· Brand Expansion or lack of Brand Differentiation.

· Declining brand loyalty

· Proliferation

· Increasing in-store decision making

· Distribution channel power & competition for shelf space.

· An increased demand for marketing ROI and sales promotion can be a tool that demonstrates marketing effectiveness and short term results.

Sales promotion is designed to achieve short-term results and attempts to stimulate product interest, trial or purchase. Examples of sales promotion objectives for an organization marketing a dairy product can be to reach 20 000 customers to try the product by distributing samples, holding tasting sessions at points of purchase (retail outlets) or encouraging trials through discount coupons.

Sales promotions can be targeted at three distinct audiences:

· Internal environment

Usually marketers own salespeople(employees –such as technical sales support or telemarketing)

· Intermediaries

In the distribution channel

· Marketers final consumers

Types of promotional activity that can be undertaken by marketers in developing their sales promotion strategies:

· Consumer Promotion

Can entail product-based incentives such as samples, free trials and tie-in promotion.

· Money-based Promotion

Can include coupons, price cuts (sales), and premiums. 

Premiums/self-liquidating premium: an item offered by the marketer for what is perceived by consumers to be very good value for money. Consumers are expected to provide a specified number of proofs of purchase of marketers products and pay a nominal sum for the premium, along with mailing and handling costs.

In essence, consumers pay the actual cost of the premium, hence, the title ‘‘self-liquidating’’.

· Prize-Related Promotion

Relates to a situation where a customer enters a competition using text messaging.

E.g. Sending the bar-code of a product to the manufacturer.

· Trade Promotion

Consist of buying allowances, buy-back/price-off offers, display allowances and free goods.

· Business & Sales Force Promotion

May include trade-shows & contests for salespeople. Manufacturers use sales promotions to control inconsistency in sales of products which are cyclical in nature.

· Incentive-type Promotion

This is usually used to attract brand-switchers, appeal to new customers, increase the usage of the products, reward loyal customers, increase the store traffic and enlarge the orders of occasional users.

Summary of various tools of sales promotion, use + adv/disadv – tbl 12.5 pg 464

10.2 – Sales Promotion Aimed At The Marketer’s Own Salespeople (Sales Force)

The purpose behind instituting an incentive program for the sale force is to encourage the salespeople to intensify their selling efforts for slow-moving products or to challenge salespeople to sell more of a certain product to current or new customers.
Sales promotion tools that can be aimed at the salespeople include:

· Sales Force Contest

Eg. A prize such as a free weekend at a holiday resort is awarded to a salesperson who sells the most products or services.

· Sales Force Meetings and Training Programs

This entails organizing conferences and training programs which will empower the salespeople. These types of programs include motivational talks and also provide salespeople with new product information / tools which make their jobs easier.

· Sales Brochures

These provide information concerning the company or products/services for the customers.

· Trade Shows

Trade shows bring marketers, buyers and competitors together in one area. A trade show enables marketers to introduce new products and attract new dealers and distributors and gather information about competitive products. Participating in these trade shows can enhance a marketers image.
10.3 - Sales Promotion Aimed At Intermediaries

At this level, the marketer aims promotion programs at intermediaries, namely wholesalers, retailers and agents. The purpose of instituting an incentive program for the intermediaries is to induce them to carry a certain product/production line and to encourage them to support a certain promotion campaign by carrying more inventory of a particular product.

Sales Promotion Tools Which Can Be Aimed At The Intermediaries

· Trade Promotions and Allowances

These allowances come in a number of ways and are usually given to intermediaries for carrying out important marketing activities in support of manufactured brands. The most common trade deals are buy-back allowances, buying allowances, merchandise allowances and advertising co-operatives.

· Trade Shows and Exhibitions

Trade shows provide marketers with the opportunity to strengthen their relationships with existing dealers and distributors. These trade shows enable marketers to introduce new product intermediaries and to find new resellers. Act 10.1 Pg 69
10.4 Sales Promotion aimed at consumers:

The marketer aims sales promotion programmes at the ultimate customer/consumer. There are 3 general purposes behind developing and implementing an incentive programme for final customers:

· To encourage existing consumers to buy more,

· To encourage new customers to try the product, and

· To build consumer goodwill.

Sales promotion tools aimed at the ultimate consumer:

· Samples and free trials:

Used to deliver an actual trial sized product to prospective consumers. The purpose of using this tool is to attract new customers & influence trial purchasing using prototype products as an incentive.

· Premiums:

Goods offered for free/at low cost as an incentive to but a product. They encourage repeat purchases and promote brand-switching.

· Tie-ins:

It is the joint promotion of two or more brands in a single campaign.

· Coupons:

Provides cash savings to consumers who redeem the coupon. It is used to introduce a new product and is widely used by retailers to promote their own brand and enhance store traffic.

· Price-cuts:

It is a reduction in the regular price of a product/brand. The purpose of this is to reward present brand users and promote a pattern of repeat purchases.

· Contests and Sweepstakes:

This gives consumers a chance to win something such as cash, holidays, products, etc.

Two concepts which must be understood are:

· Below the line Advertising:

It involves the use of unconventional promotional method such as use of sales promotional techniques to market and promote a product.

· Above-the-line Advertising:

Encompasses any advertising which can be measured and which generally uses mass media (print, radio, TV). For sales promotions to be effective, it must form an integral part of the total marketing effort and must complement other promotional elements.

In developing a sales programme, marketers should blend several media into a total campaign and thereby satisfying objectives of IMC. Advertising, trade-promotions and Consumer Promotions can be combined. Marketing public relations events can be used to distribute samples and publicity can m=be utilized to make target markets aware of a new product.

In the short term, sales promotion leads to reactions by competitors which can nullify efforts to increase sales. Sometimes, price-cuts can result in decreased profitability and reaction of customers is to buy large quantities which leads to less future sales. It is speculated that sales promotions can be harmful for brand-image.

ASSESSMENT:

1. Explain the nature of sales promotions.

2. Discuss the various sales promotion tools which may be directed at the marketers own salespeople.

3. Describe the sales promotion methods which may be aimed at the intermediaries.

4. Explain the sales promotion tools which are targeted at the customer.

SUMMARY:

The nature of sales promotion as a promotion element. Use of sales promotion tools aimed at marketers sales force and intermediaries. Sales promotion techniques aimed at the final consumer.

Study unit 11: Publicity and public relations

Overview

Recall Pic n Pay poisoning scare in 2003, had them and rest of country in turmoil. Pick n Pay became victim of extortion. Certain tinned foods were said to have been poisoned. Products included Portuguese sardines, garlic flakes and pilchards in chilli. Pick n pay decided to bring threats to public attention after a woman phoned in to the call centre saying she had experienced a "strange taste" when she ate a sardine from a can of No Name Brand Portuguese sardines bought at a West Rand store. When she looked at the packaging, she saw it was clearly marked with a pen as follows: "Poisonous, do not consume, contact Pick n Pay immediately." Following this initial threat, extortionist made a number of phone calls to Pick n Pay and sent a number of packages and a letter to the company.

Pick n Pay retaliated by launching a full scale public relations (PR) campaign. It dealt with the matter by setting up a call centre, having media briefings and including information pieces on TV, radio and in the print media. Campaign was managed and driven by Pick n Pay's head office, but implemented and followed through in every Pick n Pay branch in Gauteng. Customers were given the opportunity to return any items they feared had been tampered with, all at a full refund. Pick n Pay paid for medical tests and hospitalisation of those customers who felt they were at risk. Campaign ensured customers felt that Pick n Pay had its customer's interest at heart. It received a lot of support for its efforts, It kept customer up to date about situation and informed customers what to do to safeguard themselves. Its slogan "We're on your side" came to fruition in this campaign.

Public relations is a continuous process of communication between the organisation, various internal and external audiences and should not just be used during times of crisis.

11.1 Public Relations

Publicity should form part of integrated marketing communications mix. Public relations defined in terms of activities to be performed and in terms of purpose (goals) of these activities.

Public relations entails building good relations with an organisations publics and stakeholders by creating favourable attitudes, building good corporate image and handling or heading of unfavourable rumours, stories or events. 

Marketing public relations (MPR) is main  function that identifies, establishes and maintains mutually beneficial relationships between an organisation and various publics  on whom its  success of failure depends on.
MPR overlaps with marketing publicity and directly supports corporate and product image and promotions can include:

- Delivery of brand awareness and brand knowledge (brand seeding) designed to positively influence customer and prospects.

- Use of PR functions and techniques in IMC programme to build a product/service through positioning, brand image and brand differentiation strategies.

- Generate good publicity

- Generate significant news coverage in media about organisation or its product and tries to encourage favourable reviews of its products

- Public awareness and information programmes or campaigns directed to mass or speciality audiences to influence increased sales or use of an organisations products/services.

- Deliver strong share of voice but also win share of mind and heart.

- Create marketplace excitement.

- Introduce new products during ad breaks.

- Revitalize old brands

Public relations is characterised by the following activities and purposes:

- Public relations concerned with an organisation's relationships with other entities, irrespective of whether they are an organisation or an individual.

- Objective of public relations is to market (sell) the product of a company.

- Function of public relations is to provide information to the public in order to persuade them to modify their actions and attitudes.

- Public relations is a managerial function which continuously evaluates public attitudes and executes a programme of action to earn public interest.

- Public relations links policies and procedures of an organisation with  public interest.

- Public relations uses promotional programme methods.

- Public relations is a planned , deliberate and sustained communication function designed to establish and maintain a mutual understanding between the organisation and its internal and external audiences.

- Public relations manages perceptions and strategic relationships between the organisation and its stakeholders.

Public Relations Institute of South Africa (PRISA) defines public relations as management, through communications, of perceptions and strategic relationships between an organisation and its internal and external stakeholders.

Public relations from a marketers point of view, is a management function which identifies, establishes and maintains mutually beneficial relationships between an organisation and various target markets on which its success or failure depends. Ref table 12.6 Pg468 activities surrounding marketing public relations.

Inclusion of PR and publicity in IMC programme doesn't relate to organisation structure but to functions that each element performs and value that each concept and its related activities can add to total IMC effort.

11.2 The PRISA public relations campaign model

Number of campaign models available for public relations practitioners to make use of. Model which makes most sense to use a practical guide is PRISA campaign model. Steps we follow to obtain a particular result or goal don't have to occur in a rigidly set and predetermined way. In practice, some steps might not be required or situation might call for certain steps to precede others.

Steps of the PRISA campaign model (fig 11.1 Pg 78 SG)

Step 1: Situation analysis - where are we now?

One of the most important steps in any PR campaign. In this step we determine our current situation. Where are we now? Without knowing where we find ourselves we have no idea what it is we want to achieve or what our goals might be. In order to fully know our current situation, we can use a SWOT analysis. It looks at Strengths, Weaknesses, Opportunities and Threats. Strengths and Weaknesses identified within an organisation, opportunities and Threats exist outside the organisation influence or management sphere. A SWOT analysis can help with identifying of a problem or opportunity.

Type of problem that could arise include poor organisation image, poor product recall and a major disaster or crisis. Pick n Pay extortion poison scare is an example of a serious problem. Opportunities such as development of ongoing relationships with various target markets could form part of a continuous public relations campaign.

Once we know what the current situation is, we can focus on what it is we want to achieve. 

Step 2: Definition of objectives - what do we want to achieve?

When defining the objective of a PR campaign, we need to ensure objectives are indeed specific to the situation and that they are measurable, attainable and time driven. Objectives may be based on short term or long term goals. Pick n Pay's short term goals during the poisoning PR campaign may have been to put measure in place for customers to return contaminated products and be tested if required. A long term goal could have been to ensure customers feel that Pick n Pay has their best interests at heart.

Objectives in a PR campaign may be motivational or informational.

- Motivational objectives seek to achieve a particular action.

- Informational objectives seek to spread information.

In the case of Pick n Pay, both types of objectives were sought, they wanted to disseminate information (Informational Objective) about extortion and get their customers to return all possibly contaminated goods (motivational objective).

Step 3: Definition of publics - at whom are your efforts directed?

Target public may be divided into internal and external or primary and secondary markets, some of these groups include:

Community, opinion leaders, employees, shareholders, suppliers, distributors or dealers, competitors, consumers and users, financial environment, government, media.

For Pick n Pay most of the above mentioned target audiences were targeted in PR campaign initiated by Pick n Pay.

Step 4: Formulation of the message and media selection - how will we reach our target market?

The core of any public relations campaign is the message transmitted to the organisations target market. The message of a PR campaign may have a broad overall theme or convey a specific message. The content of the organisation's  message will determine whether the message is broad or specific.

When looking at media to be selected for PR campaign, we need to determine which medium will best reach our target market and what cost implications will be. All PR campaign activity must be related to the problem, the objective and the target market and message.

Pick n Pay used mass media to get their message to the target market due to urgency of the poisoning scare. They opted to broadcast their message on all possible radio and TV stations, included information in all print media. Sean Summers (CEO of Pick n Pay) held press releases and interviews.

Step 5: Budget allocation - how much will it cost?

There has to be a clear distinction between administrative and campaign budgets.

Administrative budgets - running cost of a PR department or consultancy (Salary, Office Equipment, Stationery and other operational costs.) 

Campaign budget - costs related to the execution of the PR campaign and techniques/media chosen for the campaign (exhibitions, publicity, printing, air time etc).

Step 6: Assessment of the results - did we achieve our goals?

The effectiveness of the PR campaign needs to be determined. Doesn't necessarily have to be done only at the end of the PR campaign, it should rather be a continuous process which takes place throughout the campaign. This will ensure that the PR campaign remains on track in terms of initial objectives and goals set for the campaign. The objectives of the PR campaign must be measureable. If they aren't it's impossible to determine whether or not you have achieved them. Can determine whether or not objectives and goals have been reached in our PR campaign by means of interviews, discussion forums and questionaires.

PRISA campaign model is a guideline and may be adapted to suit an organisation's needs

Publicity is seen as one of the most important tools. (activity 11.1 Pg 80 SG)

11.3 Publicity

Defined - unpaid and either controlled or uncontrolled mass communication. Mass communication carries information without costs to the company. When you see a newspaper article about Amstel not being produced by SAB any longer, Newspaper carries a newsworthy message.

Publicity in mass media is generally seen as more credible and trustworthy than other forms of sales promotions, because customers have the perception that its more authentic and objective. Othe forms of publicity could include an interview on 702 talk radio, a report on the news and/or a report on a product in a consumer magazine such as Fair Lady.

Publicity is viewed as the responsibility of the PR practitioner. PR practitioner needs to attract media attention on behalf of a product, service or cause of an organisation as a whole. Organisations can obtain free and favourable news coverage on an organisation and its products by maintaining good media relations.

Publicity is the personal and impersonal stimulation of demand for a product by making its commercial news value available to the mass media such as press, radio and TV. Publicity normally has a higher credibility than other sales promotional tools because customers have the perception that its more authentic and objective.

Related but more specific term brand publicity means using news articles and other PR tools to broaden awareness and knowledge of a brand or organisation. A publicity objective of an organisation can be to obtain publicity in at least 4 media in respect of newsworthy aspects of a new product, eg male potency product, Viagra which received high news coverage in media with regards to benefits and positive effects when using the product.

Two type of publicity, namely, marketing publicity and PR publicity

Marketing publicity aims to persuade public to buy a product

PR publicity aims to convince public that an organisation or cause is worthy of their support/approval. 

Two further aspects surrounding publicity are publicity content and newsworthiness.

Publicity content can be divided into news and newsworthiness.

News - anything which is of general interest to people or which is of interest to any similar section of the public. Implies immediacy, timeliness and urgency. Pick n Pay poisoning scare is an example of a news item.

· Newsworthy info - responds toa created need identified by the organisation rather than to a perceived need. Engages curiosity of public (ie public may not previously have been aware of the product or showed no previous interest in it). Interview with Sean Summers, CEO of Pick n Pay, is seen as a newsworthy piece.

· Publicity context - refers to the setting or situation in which content occurs and audience for whom content would be of interest. It sets the background and determines the angle from which content should be presented.

· Publicity techniques - which could be used by an organisation include: publicity releases, interviews, media and news conferences.

11.4 Sponsorships

Defined - provision of resources ( money, people, equipment) by an organisation (the Sponsor) directly to a sponsored property (sport, art culture) to enable sponsored property to pursue some activity in return for certain sponsorship rights.

Sponsorship is a development of patronage. Consists of giving monetary or other support to a beneficiary in order to make it financially viable. Provides a way of obtaining media exposure and getting brand names across for a positive association with people or events.

Sponsorship is a highly flexible form of marcom and can be  tailored to a wide range of corporations, marketing and public relations objective.

There's a partnership between sponsor and project or activity. Sponsorship is an integral part of marketing mix. Areas of sponsorship invlovement include sport (Vodacom Rugby Cup, STD bank one day Cricket, Nedbank Golf), arts (STD Bank Arts Festival in Grahamstown). Entertainment and social investment (Environmental, education and philanthropy eg Mazda Wildlife, Nedbank and Old Mutual's involvement in green environment).

Sponsorship provides a way of obtaining media exposure and getting brand names across for a positive association with people or events. Activities in sponsorship arena concerns awareness and image at corporate and brand level.

Main reasons for sponsorships by organisations are: high costs and effectiveness of mass advertising, to enter a market, increased rate of media costs, legislation on tobacco and alcohol advertising, a desirable relationship with marketing connections, and a soft brand association achieved through sponsorship.

Main objectives of sponsorship:

Awareness, image, alter perception, good citizen, trade relations, motivate employees, recruitment, create good arena of sales to operate within, media attention and coverage, stockholder re-assurance and big player image.

Motives of an organisation to get involved in sponsorships vary and studies in UK indicated organisations that become involved with charities wanted to enhance their reputation (87%) and increase sales (21%). In a poll, consumers stated that they were more likely to buy from a company that supported the community (87%).

Organisations may not expect short term sales but in the long term there's an expectation of marketing return on investment in the form of positive image building. Type of sponsorship chosen by an organisation will depend on whether sponsorship is required at marketing or corporate level or both.

Evidence is offered that sport sponsorship is more applicable to advertising at marketing level but cause-related sponsorship is more akin to corporate PR. Cause-related sponsorship referred to as cause-related marketing (CRM) which is a positive and very powerful way of demonstrating, communicating and leveraging the corporations Social responsibility (CSR) message.

CRM is a marketing strategy that links an organisation and its products to an issue or cause in order to enhance the organisations image while benefiting designated cause or non-profit organisations.

Cause-related sponsorship/marketing (CRS/CRM) defined - its based on "profit motivated giving" defined as process of formulatiing and implementing marketing activities that are characterised by an offer from organisations to contribute a specified amount to a designated cause when customers engage in revenue providing exchanges that satisfy organisations and individual objectives.

Main areas of sponsorship - books and publications, exhibitions, education, expeditions, sporting events, arts, causes and charities, local events, professional awards, product placement. Cause-related sponsorship (cancer, drive-alive campaigns), donor-cause, sport sponsorship (STD Bank Cricket, ABSA Soccer), ambush marketing (association of an organisation with an event where the organisation isn't an official sponsor, Pepsi Cola sposoring cricket and Coke selling soft drinks in the stadium), arts sponsorship (Grahamstown Arts Festival) and product placement (TV and films have been used to place product. In SA programmes such as Sewende Laan and Egoli use product placements very effectively in broadcasts. In the James Bond movie, Die Another Day, 20 brands are promoted including Aston Martin, Revlon, Swatch, Sony and British Airways).

Assessment

1. Defined public relations

2. Discuss the steps in the PRISA public relations campaign model.

3. What is publicity and how can an organisation use it to its best advantage?

4. Discuss sponsorship as an important public relations tool.
Summary

Aspects surrounding public relations (PR). What public relations entails, Steps in PRISA campaign model which include a situation analysis, definition of objectives, definition of publicity, formulation of message, media selection, budet allocation, assessment of results.  Publicity and identified we can draw a distinction between PR publicity and marketing publicity. Sponsorship, identified reason for sponsorship, main areas of sponsorship.  

STUDY UNIT 12

Direct Marketing: Interactive system of marketing which uses one/ more advertising media to affect a measurable response or transaction at any location.

Overview:

Reader’s Digest interesting company involved in direct marketing since1922. It’s a global leader in publishing & direct marketing, in creating & delivering products that inform, enrich, entertain & inspire people of all ages & cultures. It’s published in 48 editions, 19 Languages, sold in more than 60 countries, largest circulating mag in world, reaching 100 mill people every month. It’s using internet to extend its existing business & to explore new ones. It operates more than 40 website worldwide.

 In SA 94% of Readers Digest mags printed are sent to subscribers. Consists of outer envelope containing following elements: a brochure, letter, catalogue, order form. These subscribers buy well over 100 mill rand worth of quality Digest books, music collections & videos, health, electronic, kitchen & household prod & jewellery items thru its sister company Heritage Collection.

Direct marketing is a tool utilized by many organisations with different goals & perspective. It’s growing faster than any other major method of marketing. Technology increases credit card usage % changing lifestyles significantly factors contribute to growth of direct marketing.
DEFINE THE TERM DIRECT MARKETING

12.1 WHAT IS DIRECT MARKETING
It’s part of mix of disciplines by which we communicate with customers & is one of fastest growing marketing communication function. Direct marketing defined as ‘’an interactive system of marketing which uses one or more advertising media to affect a measurable response and/ or transaction at any location.

Number of key elements to direct marketing: 

Direct marketing is interactive- It’s a form of two way communication between marketer and customers. Allows you to talk to your customers a way of talking back to you, means you can learn about your customers & over time come to understand & anticipate their needs. It allows marketer & customers to communicate directly & immediately, achieve ultimate goal of direct marketing which is a one-on –one relationship with customers.

Direct marketing is a system- direct marketing process follows a continuing cycle of contact, with a customer database as its centre. Each time you communicate with your customer, you learn more about them. By capturing what you learn onto your database, you ensure your next communication is accurate & relevant which means you have a greater chance of satisfying needs of each customers.

Direct marketing uses one or more advertising media – you have freedom to use a traditional media ( TV, print, radio, plus media specific to direct marketing such as mail, telemarketing, internet)

Direct marketing is measurable- one of direct marketing major advantages over general advertising. You can measure your return on investment right down to last cent which is absolutely crucial for smaller business with its advertising budgets. This is done through coding & tracking of every single customer and tracing back to advertising source.

Direct marketing brings about a response –it gives customers incentives & means to respond to you. It takes the place of a salesperson. It promotes your brand, sells your product. It’s the most obvious character of any direct marketing communication, regardless of medium used.

The response can take place at any location – your customers don’t have to visit your place of business, as they can buy from a distance by means of mail orders, or via orders over the phone or internet.

12.2 DIFFERENCES BEETWEEN GENERAL MARKETING, GENERAL ADVERTISING AND DIRECT MARKETING.
To put direct marketing into perspective we need to examine different between direct marketing & general marketing and general advertising. Advertising with a response mechanism are direct market ads. Response mechanism will encourage customers to take action.

12.2.1 Direct marketing versus general marketing
Direct marketing differs from general marketing. Direct marketing requires marketers to communicate directly with individual, general marketing communicates with masses.

 The difference between direct marketing & general marketing (table 12.1 pg 89 sg)

12.2.2 Direct marketing versus general advertising 
 Stone is of the view there’s clear cut different between direct marketing and general advertising because they have different objectives. Make sure you know different between the two concept (table 12.2 pg 90 sg)

12.3 DIRECT MARKETING OBJECTIVES 
One of most important reasons for setting objectives is that it gives you a benchmark against which to measure success of your programme which is one of greatest advantage direct marketing has over general marketing.

Different between marketing objectives and communication objectives. Marketing objectives are generally stated in an organisational marketing plan & are statements of what is to be accomplished by overall marketing programme within a given period of time. Marketing objectives usually defined in terms of specific & measurable outcomes.

Integrated marketing communication objectives are statements of what various aspect of IMC programme will accomplish. These objectives should be based on particular communication tasks required to deliver appropriate mess to target audience.

Characteristics of good marketing objectives: are aimed at target market are realistic, are attainable.

Eg of a good marketing objectives- to increase sales by 10 %( quantifiable, realistic, attainable) in small business segment of market (target market) during next 12 months (time frame)

Not all marketing & ad managers accept communication objectives. Some say it’s too difficult to translate a sale goal into specific communication objectives. At some point a sales goal must be transformed into a communication objective.

Eg of how this can be done: transforming a sales goal into a communication objective.

Sales goal – to increase sales by 10%

Communication objectives – to encourage consumers who have never used our brand to try it & to increase number of consumers in target audience who prefer our prod over prod of our competitors.

Specific direct marketing objectives relevant to all three main categories, namely acquisition, retention & financial

Main objectives

To generate leads – This is key area of expenditure for direct marketing. To achieve this objective, key consideration is to calc how many leads can actually be handled by sales force. Calc number of leads which can be handled, estimate scale of promotion required to produce these numbers. Communication can be staggered & controlled over a period of time to provide regular flow of leads.

Lead generation is often aimed at new prospects, existing customers are target to get them to provide name of a friend in exchange for  particular promo.

To sell direct – A facility such as a call centre is needed to handle the sales requests.

Infrastructure is requires to cater for order taking, payment systems & del of goods. This infrastructure general takes longer to set up % involves more costs than pure lead generation.

To generate store traffic- This is an easier objectives for a direct marketing planner to implement. Necessary  to make sure stores & outlets have sufficient staff to cope with increase in expected business. Traffic generation can be driven by money off coupon offers, promise of special disc or a sale

To modify relationships for future sales – its necessary  to create & promote image of a company or a  products for future purchase & to modify predisposition of prospects towards requires new response method, such a direct approach through the mail.

To inform & keep in touch – customers stop buying from a company because of lack of contact & because of indifferences from company staff. To overcome this, an on-going communication programme should be initiated as a standard part of any company strategy. Provision of info can lead to requests from customers & can be a good source of leads.

To recognise & reward – longer-term relationships can lead to use of loyalty programme. This can be done by recognition & rewards. Recognition involves customers who have been with a company for a significant period of time or who have a specific event occurring, such as birthday. Spur sometimes sends birthday vouchers to clients. Rewards usually awarded for changes in customers behave which are in line with objectives of company. A bank which encourages its customers to use an ATM rather than a teller inside bank as latter is more costly.

12.4 THE MAIN MEDIA IN DIRECT MARKETING

Different media use by direct marketers

Direct mail - oldest means of communication used by marketers.  Traditional users of direct mail are ins companies, mags & book clubs. In recent years, airlines & banks have turned to direct mail. Commonly ref to as personally addressed communication sent thru postal serv.

Direct mail packages must be appropriate for target market & direct marketers objectives, & must be integrated with all other parts to deliver a cohesive mess to recipient. Direct mail is a simple medium, although it looks as simple as writing a personal letter, it can be a very powerful way of conveying a message. Elements of a direct mail package consist of an outer envelope, a letter, a brochure, response device & other inserts. A direct mail piece can range from a simple postcard to a complex personalized mail package.

Direct mail can be a letter, sample or catalogue. Norm by post, e-mail, fax or delivery to potential customers by courier. Communication indicates what action is desired by recipient & guides reader thru steps in buying process.

Advantages include careful targeting, personalization, creativity & flexibility. Actions in this method are measurable. E-mail is a low-cost medium but if not used cleverly can become junk & spam. Direct mail is dependent on a reliable database. Internal lists more reliable but costly to maintain & clean on a regular basis.

If organisationl database isn’t current, a serious limitation can exist. Also on downside, it can be intrusive & has a low response rate, is subject to legislation regarding intrusion of people’s privacy.

Telemarketing – fastest growing marketing medium is phone. Phone combined with direct mail, is powerful in improving response rates & conversions to sales. Use of phone for marketing purposes has been termed “telemarketing”. Telemarketing methods are divided into inbound telemarketing, where customers call a company to place an order, request more info or access customer’s services & outbound telemarketing, where company calls customers & prospects to make a sale or to offer info which it hopes will lead to a sale. 

Outbound telemarketing used by organ to communication with potential customers to generate sales leads, make appointments for salespeople, or intro new prod. For existing customers outbound telemarketing can be used to update database & for cross selling.

Inbound telemarketing – is used by a person to call organ to complain, enquire about product (some of which may have been stipulated by direct mail) & participate in contests.

Inbound & outbound telemarketing can be used as a customer’s service strategy by stimulating sales, or an opportunity for customers to complain or submit suggestions for improvement.

Advantages of telemarketing.

· Allows target communication.

·  A  direct & flexible interaction between organ and customers take place

· Effective way to complement functions of personal selling (making appointments & generating sales leads).

· Telemarking is relatively cost effective per contact when compare to personal selling.

Disadvantages of telemarketing

If a call centre is used to handle inbound & outbound calls the efficient man thereof is important & customers are becoming aversive of receiving outbound calls 7 perceive it as an infringement of their privacy. In future, customers will have choice to have their numbers listed on call lists.

Mail order – e.g. is a catalogue which offers bed linen which can’t be bought through retailers. Customers complete an order form or phone in an order from catalogue.

Traditional way of marketing, ‘’home shopping “catalogue. Today, home shopping still includes catalogues (hard copy, website copies, videotapes & CD-ROMs) but also includes online shopping & tele-shopping.

Customers have large choices, delivery sometimes by courier, customers complaints handled professionally. Customers like catalogues: interesting, save time, less demanding, exert less pressure. However, prod can be touched or tried, not immediately available. While money may be saved by org by not having a trade channel, effective back office infrastructure is required.

Direct-response advertising – mess placed in traditional mass medium which required from reader, viewer, listener to respond directly to organ for further info or to buy prod. Potential customers can call a toll free number, return a coupon, visit a website or order directly via tv.

Disadvantage –some focus is lost because mass media is used & targeting is broader than for instance, direct mail. This can be overcome by inserting direct response ads in specialized mags, using niche radio/ regional radio, which allows for more specific target markets.

Another technique is direct response ad to stimulate home shopping or tele-shopping via infomercials. This is typically lengthy ad used on tv where prod is demonstrated & viewers are led along decision process (awareness, liking, persuasion, commitment) to buy prod. Infomercials are relatively less costly to produce & viewers are not always willing to watch whole “commercial”.

ASSESSMENT

1. Define the term “direct marketing” in your own words.

2. Choose any direct marketing package & explain unique characteristics of direct marketing using direct marketing package you have chosen as a basis for you answer.

3. Give names of five organizations in SA which use elements of direct marketing

4. Discuss the main media in direct marketing.

SUMMARY

Define direct marketing. Distinction between directing marketing & general marketing & general advertising. Unique characteristics of direct marketing.  Different direct marketing media, namely, direct mail, telemarketing, mail order & direct response advertising.  

STUDY UNIT 13: E-COMMUNICATION

OVERVIEW

Technological advancement have changed the way we communicate, how we consume products, how we travel & our perceptions of world, they have changed our whole way of living.  We live in an era called “consumption economy”. Where consumers are bombarded with marketing messages and other stimuli, these consumers consume a vast of array of products due to a general increase in their standards of living.  Marketing efforts of manufacturers and resellers is a huge driving force in consumption economy with business continuing looking for and using new communication methods to appeal to their target markets. 
E-MAIL MARKETING

E-mail marketing can be used for direct marketing. This allows customization, personalization, niche marketing.  This medium has a higher response rate that traditional direct marketing.  It can be overused.  A special form of e-mail marketing is viral marketing or word-of-mouth marketing.

Viral marketing entails an advert message attached to an e-mail and the recipient is requested to forward attachment to friends.  Word of mouth/mouse & personal “endorsement” by a friend to add credibility to the message; if successful, this message has exponential value because it will be forwarded to thousands of people.

Effectiveness of e-mails over different time zones, made it instantly popular as a communication method within a closed economy. Today e-mails are used to send marketing messages to existing or prospective clients either with individualised messages to individual clients or to multiple clients in batch format.  These e-mails may contain text & graphics within main body of e-mail or may include and attachment in form of a Word document, a PowerPoint presentation or a binary graphic file such as GIF or JPG.  Such attachments may contain a lot of info on production or organisation.

E-mail usually aims to elicit a response from the recipient for purchasing process to begin.  This is used to build relationships with the committed clients.  These contracts with existing or prospective clients sometimes take form of an individualised e-mail, but marketers can also make use of standardised e-mail which is aimed at many clients.  In the case of the latter type of e-mail, marketer may struggle to respond timeously to returning e-mails.

Four factors deter how fast the response will be:

· Resources available to respond rapidly

· Uniqueness of the response required

· Appropriateness of the response

· Technology used in the interaction

By combining e-mail with other technologies, such as artificial intelligence & smart routing, customer routine questionnaires may be answered during standardised response, while more specific questions can be routed to employees who can respond to them individually.

13.2 INTERACTIVE TELEVISIONS (ITV)

Nowadays tv is used by some marketers to provide customers with more info than is generally contained in a 30 second advert.  Extra channels have been developed though “pay tv” to provide consumers with detailed info about company or a product they have selected via their remote handset or control.  This type of tv ad is going to become more common as more people buy into pay channels such as MNet & DSTV and as viewers become more skilled in interacting with their tv though remote controls.

Interactive tv provides viewers opportunity to interact with programme.  With interactive advertising, the viewer can ask for more info and even buy advertised product directly.  During and interactive promotion slot, viewers can be given an opportunity to visit a “walled garden” (a website exclusively linked to the programme.

Nedbank Million Dollar Golf tournament its position to access a host of additional information about the competition and players.  While golf was televised live, viewer could access other valuable personal statistics about player, previous shots on hole etc. this service brought a whole new dimension to watching the competition and added a level of interactivity to viewing process.

Video-on-demand, home shopping and home banking and interactive advert form part of this concept. Opportunities for TV are endless and new marketing channels can be opened.

13.3 CELLULAR MARKETING

Our cell phones are increasingly being utilized by marketers to provide us with info about their product offerings.  Marketers sometimes request consumers to respond to specific topics via their cell phones.  By combining cell phone technology with other technologies such as internet, e-mail & TV, individual customers have greater access to a lot of info and are able to respond to questions from marketers. SMS’s and MMS’s most common forms of communication being used, but more cell phone users are accessing internet sources through products such as i-mode & FOMA (freedom of mobile access)

Cellular marketing (or mobile/wireless marketing) uses mobile devices such as a cell phone to promote products and/or service.  There’s a high level of penetration because of flexibility, which cell phones offer.  Can be easily integrated with computer systems and can use internet to communicate with other networks or carry communication from internet to each individual cell phone (blue berry)

A cell phone enhances communication process between organ & customers by making it easier to get hold of customer, to leave message and to remember their name and other personal details.  Bulk messages to an organisation’s customer can be sent via sms or mms, informing them of special offers, or individual messages to remind them to re-new subscription to a magazine or telling them about an increase in credit limit, create brand awareness, notify customers of contests and sweepstakes, and / or general sales leads.

Permission marketing advisable where consent of receiver is obtained pro-actively though a process of opt-in (e.g. Application for credit, organisation asks customer whether they will be willing to receive the kind of message – if customer agrees, it is called “opt-in”

Another interesting development is wireless location adverts where a person enters a shopping mall and adverts from stores and restaurants in complex are directed to visitor.  Disadvantage it can be very intrusive. Care must be exercised not to overstep privacy boundaries.

SMS strategies by service operators and service providers have blossomed during the past 2 yrs and innovative ways of stimulating this platform are seen in marketplace. SMSs can be integrated with e-mail system and with internet and from there with any backed IT system.

Organisations use SMSs as an enabler to streamline respond for promo such as competitions quizzes, donations, and loyalty programme, voting for pop stars, digital vouchers, SMS alerts and ring tones.

13.4 FAX-ON-DEMAND (FOD)

Fax-on-delivery is used when organisations provide information via clients’ fax machine or fax-equipped personal computer (PC). Person requesting info usually pays for fax. (One call process), it may be paid by an organisation supplying info through a two-call process. Morden FOD systems have voice-guided options which allows customer to require a specific document from a number of alternative documents.  Although internet is easier to use and cheaper in the long run, FOD extends promotional vehicles of marketer.

FOD expedites info delivery on user request basis.  A customer can call a number and then receive a fax with required info (a reversal of a normal fax operation and a caller pays for call) adverts of FOD to an organ supplying info is that users can get info easily.  However, internet is easier and more flexible tool to use and call costs cheaper, although initial hardware remains stumbling block.

13.5 TOUCH SCREEN KIOSK

Most common touch screen kiosks ATM’s, ticket machines at parking lots, movie theatres, pay stations at municipalities and post office info booths in shopping centres.  Some of these machines use touch-screen technology only, while others have cursor guidance or a keyboard.  From a promotional point of view, these machines are used to provide info to customer about available product offerings (like shops) and serve as a customer support tool.

A kiosk/cubicle fulfils role of an advert via a computer and computer drives multi-media presentation from CD-ROM or hard drive.  Most kiosks are interactive, using touch screen technology to drive user’s navigation through menus and options, in order to get to information requirements.

Kiosks are onsite interactive medium designed to entice user to learn more about organ products, function of products and any other applicable info user might want to know.

13.6 CD-ROM AND DVD

Both these technologies are utilised to distribute info about company and its product to consumers.  Both can store a substantial amount of information in form of word document and audio, video or multimedia data.  These technologies offer an interactive option, allows viewer to choose his own path and through the material.  Those functions have become more commonplace, as most new computer systems incorporate a CD and/ or DVD player.
CD-ROM (Compact Disc – Read Only Memory) medium advertisers use to reach customer and distribution information. Most computer systems today have a CD built in them so anyone with a computer and CD-ROM facilities can access info.  

A complete marketing presentation can be stored on CD, and Product catalogues, price-list, interactive electronic broachers of the organisation, a short video and voice-over can be included. 

13.7 SMART CARDS

Such as phone cards are used to pay for goods/services by “topping” them up with cash. The use of smart cards isn’t yet widespread, as smartcard readers are required to complete a transaction.  Smartcards can serve as a promotional tool and can store personal info about consumers, such as their spending patterns.

A smart card combines a microchip with for instance a credit card.  Same size and thickness as a credit card may include a magnetic strip for storing additional info as with traditional credit cards. Adverts or promotional info could be included on card face. Example credit cards produced in colours of Blue Bulls, Stomers, Sharks and other Super-12 rugby teams are mobile advert cards for the organisation they represent.

I future we will all use smart cards which we will be able to top up with a cash value – probably at ATM and use it to pay for goods or services.  Secure microchip will keep track of our balance and spending profile.  It will collect info on spending patterns, buyer behaviour, decision making, buying patterns, loyalty, brand switching and helping organisations to obtain hitherto “lost” info. 

ASSESSMENT

1. Is email a useful marketing tool? Explain your answer

2. Give 3 examples of how interactive TV (iTV) is used in SA and explain why this medium can be beneficial to marketers and consumers.

3. You are a musician trying to find “gigs” it your town.  How might you use sms’s to market yourself to potential clients?

4. Discuss benefits of fax-on-demand for an organisation.

5. Could organisations such as Makro or Game use touch- screen kiosk in their marketing activities? Provide examples of such applications

6. Briefly explain how a manufacturer of “do-it-yourself” kitchen units could use CD-Rom and DVD in his promotion and customer services campaigns.

7. Briefly explain what a smart card is and give a few examples of its use in SA.

SUMMARY

Number of different technologies, including fax-on-demand, smart cards, email, cellular technologies, touch screen kiosk, CD-Rom/DVD technologies & interactive TV.  As a marketer you need to be aware of what technologies there are and how they will affect your business.  Challenge for you is to select those technologies which you believe will most benefit your business.
Marketing communication mix consists of adverts, sales promotion, personal selling, direct marketing, publicity relations, sponsorship, and e-communications. IMC concept postulates all elements of marketing communication mix must be integrated into a harmonized and coordinated strategy to reach target audience with different approaches to create synergy.

Marketing communication planning process includes formulation of marketing communication objectives.  Sequence in which this is determined to use marketing objectives as a starting point.  From this, the marketing strategies are developed and from these marketing communication objectives are developed.  From the marketing objectives the various strategies of marketing communication mix is formulated.

This is where IMC application is very important and all alternatives of adverts, sales promotion, personal selling, direct marketing, marketing public relations, sponsorships and e-communication must be explored to find optimum mix of marketing communication vehicles to transfer messages based on marketing communication objectives.

Different advantages and disadvantages of various elements of marketing communication mix must be discussed and combo of these elements must be evaluated in terms of effectiveness of element and medium to convey messages, budget constraints, accessibility and receptivity of target markets.

Study Unit 14 Cybermarketing
Overview

· Tradional way Bus operate is changing at rapid pace.

· Principle drivers which are responsible for this Bus evolution (globalization & a rapid growth in info & technological develop in communication).

· Major improvemens in info & communicaton technology convergence of these two  ,given rise to to whole new ways of doing Bus. & of marketing an organ product serv.

· Internet aided by convergence of info ?& comm. Technol has changed peoples lives at all levels of society. Internet made info avail to masses everywhere at unprecedented speeds & at low low cost.

· This explosion in avail of info has brought about a shift in traditional ways of marketing products/ serv.

What is internet marketing :

· It rep use of internet & related digital technologies to acieve marketing  objectives. (Sales customer support , brand building ,enhancing Corp image & providing product knowledge ). Internet marketing  includes use of company website,together with other online promo techniques ( Search engines , email , banner ad or links with other websites) to gain new cust  or provide serv to existing cust that will assist in enhancing  cust relationships.

· Another commonly used term to describe internet marketing is e marketing or online marketing. Initially marketers use internet purely for informing customers about  their companies product.

· Internet was therefore nothing more than an online catalogue,however as the time went by, marketers start using Internet as a Broader Int , ext & interactive comm. Platform to enhance firms product offering & to achieve specific sales objective.

Explain how the internet + world wide  have grown since the 1990’s :

14.1  The growth in online Marketing :

· Online marketing has grown & is a major marketing communication& selling channel for the Bus worldwide. SA is lagging behind rest of world.

· Commercialisation  of  internet  & Intro of World Wide has dramatic impact on Bus. When one combines global influence & reach of Internet with growing proliferation & power o desktop computers , incr in volume of digital data , pwer of  networks & telecoms & satellite infrastructure  , result of convergence of these various technologies is an altered global Bus Landscape .

· Growth of Internet seems to be slowing down. May suggest saturation of market, infrastructural constraints are most likely curbing growth of internet in many developing countries that have large potent Internet population but – don’t have means - access to Internet in many developing countries that have large potential Internet populations but that don’t yet have large potential Internet populations but that don’t yet have means to access Internet.

· Attention needs to be focused on developing necessary infrastructure that will bring Internet to a greater number of citizens within countries concerned. Measuring value of e Commerce sector is difficult owing to ‘rarity of statistically signify measurements of value of e commerce transactions in most countries.

· Value of E commerce is increase as a % of world econ output. This trend underscores growing importance of e commerce as a channel of trade.

· Its no longer on periphery of global econ activity , but has become a mainsteam source of income  & its stature can be expected to grow. About 7.5% of SA POP has access to Internet. Slowdown of Internet growth in SA is due to lack of broadband in the country .

14.2 The Advantages of online Marketing:

· Terms Internet &” World Wide Web “used as if they mean same thing essentially they are different . Internet includes networking infrastructure & protocols that allow computers to communication with each other.  World Wide rep a user- friendly , point and clicking enviro that serves as an interface with Internet. Web provides a graphic way of organizing & viewing  info avail on Internet.

Q . Provide 10 Advantages to  the Internet holds for Mark :

Advantages of the Web as a marketing Channel :

· With Web serving as a ‘Window “to the world of the Internet, useful to consider adv of using Web as a marketing tool in Bus.

· Large amounts of Info can Easily be stored & updated on Internet & are accessible to anyone connected to Internet.

· Info that’s usually filed away as paper – based docs & only made available to a ltd audience because of cost involved in wider distrib can now be made avail quickly & easily to all interested parties & to a much wider , international audience.

· Any info disseminated on Web by a firm is immediately avail to a global audience.

· Info can be presented in multimedia form , including text , sound , video , photographs, animations making it user – friendly.

· Info is interactive – reader can complete a reply or order form , or send an email to company concerned & can navigate between sites located at opposite sides of globe.

· A web based doc & its contents can be linked by hypertext to a wealth of Supporting docs also avail on Web & that may be spread across the world.

· Info on Web is avail 24 hrs a day & 365 days a yr , making it poss to provide after hours  support to cust & to contin marketing process long after office or store  has closed.

· Web is easy & intuitive to use.

· Web is an affordable envir to use for both user & Supplier of info & serv.

· Web allows you to reach masses – a market of over 676 mil users at present , expected to rise to one bill in next few yrs.

· Web allows you to customize yr info to meet needs of each indiv cust(often ref to as mass customization )

· You can transact sales directly on web.

· Firms can integrate , automate & synchronise their Bus with those of their suppliers , cust & partner organ.

· Most important adv@ disadv of internet table 14.1 pg 104 SG.  Combine with those in txt book

· Combine with those  in text book

14.3 The Business Environment of the Internet :

· A primary respon of an organ marketing division is to analyse marketing enviro in order to identify opportunity in arket place , to deter % investigate all factors impacting on these opp & toalign enterprise to exploit these opp & addres these enviro influences , By becoming involved in online marketing , a similar enviro exists , but in a virtual format.

· Whereas old tradional marketing enviro involves “physical “ buyers & sellers that meet in “physical ‘ marketplaces , online enviro consists of these three variables in a digital or electronic format.

· Cyber- Marketing Defined-  Application of Internet & related digital technologies to achieving marketing objectives. We use term Cyber – Marketing , Phrase internet marketing often used. Really no differences between  these two terms.

· Cyber – Marketing & the marketing concept.

· Internet does not change fundamentals of marketing . Only provides a new channel for Bus to reach their cust.

· There are still a cust whose needs must be satisfied ,(cust orientation ) firm is still in Bus to make money (Profit – Orientation ) , its still necessary to make effective & efficient use of all resources avail to the firm to satisfied cust needs (system – orientation).

· Firm must still deal with micro , market & macro enviro & still has control over four main variables that comprise marketing mix , namely product , price , promo, distribution.

· Signinging difference between traditional marketing & Internet marketing is that an additional envir onment comes into play , namely virtual enviro.

Cyber –Marketing & the Virtual enviro:

· Virtual enviro is made up of digital ‘bits & bytes space “ found in world of microchips, computers & elect networks . Virtual envir has its own peculiarities & req a diff approach by marketers. In  the case of the Internet , Virtual enviro is rep yrs.

· Comp screen. Everything that happens online happens within bounds of computer monitor.
· Vrtual  enviro crosses other three enviro , namely  micro – enviro , a companys intranet (internal Internet based network assessable only to staff ), places company info & online communication channels at disposal of staff . In the case of market enviro , firms website can be accessed by (even intergrated with) those of suppliers , cust & Bus partners . In the case of macro envir, organ can use Web to access & keep track of (or tune in to) macro info & develop.
The marketspace versus the market place :

· Marketspace is a virtual world where product/serv exists as digital info & where transactions & interactions occur elect .Request new innovations ways of marketing produc & providing value added serv to cust. Marketspace is very diff from physical world or market place that marketers are familiar with , where interactions occur between physical buyers & sellers at actual location.

Discuss the  online target maket – marketing mix

14.4  The online Target Market And marketing Mix

· Online marketing envir is virtual in nature , Same is true of two main components  of marketing strategy, that is features of target market & marketing mix differ in virtual & “physical” marketing enviro .

14.4.1 The online consumer :

· Internet opens doors to markets which markets might not otherwise have considered.

· Its ability to reach other segs within market whether intrnatonal markets , regional markets , rural markets or markets with specific character (eg Markets dominated by certain cultural or linguistic groups) makes it a very powerful marketing medium.

· Internet makes it possible to reach new , prev unreachable markets, including vitual – only markets & international markets.

· Understanding online consumers & their buying behave is an important part of online marketing process. Who are consumers using the internet to evaluate & buy prod/ serv .

· Why do they go to a specific organ website?.What do they hope to get from website? This info is useful for setting online object & designing a website.

Five different types of online users.

· Directed info seekers – they know exactly what they are looking for.

· Undirected info seekers  - they just brows through website.

· Directed Buyers – They know exactly what to buy & what they want to pay for it.

· Bargain hunters – these are the users who are looking for a ‘ good deal”.

· Entertainment seekers  - they want to enjoy their time online.

· Another prospective focuses on online consumers pschographic make up which is also ref to as ‘’psycho – segmentation “ . this perspectives iden a number of online users.

· Techno – lusters : - the users focus on culture & technology

· Academic Buffs  : - these users originally formed largest groups of users , they are now less significant users

· Technology – Boffins – this group is similar to techno lusters , but they make more direct use of technology for buss purp.

· Get aheads – they use internet as a lifestyle accessory , they use email & internet for proud selection.

· Hobbyists – these are people with specialist interest , such as golfers , fisherman & enthusiast , who use internet for purch selection .

· Knowledge traders  - these are Bus orientated users  who use internet for news serv & info on best Bus practise.

· Business Bods – these users are Gen Bus users in management or procurement roles.

· Home users – these are Gen members of families looking for education , entertainment or purchases.

· Online marketer must undertand how online cust differes from traditional ‘ real world ‘ cust & adapt marketing mix accordingly.

14.4.2 The online marketing mix

· Traditional marketing mix 4 P’s (Product , Price , Promotion , Place Distrib).

· These elements are also found in online marketing . These still a prod involved with a price tag that cust need to know about , info needs to be common to them & prod needs to be distributed to them .

· Internet enables organ to  change marketing mix in new & innovative ways. Ad is similia to publicity , except it deals with prod , whereas publicity deals more with company overall image, Benefit of ad on internet , its an interactive medium.

· Instead of Just sending   out a one way message  , cust now comes to companys website & an choose to interact with ad & with Website or not.

· Theres a move away from supplier – push – ad (common in tradional markets) to cust pull ad more common in online world.

Advantages of Ad on the web :

· Rapid presentation – you can obtain a Web ad online in afew hrs , versus two days or weeks(even mths) in case of newspapers or mag print or Tv or Radio. Its immediately avail to a global audience.

· Easy Modification – changing a tv ad can prove to be extremely expensinsve.

· Even a newspaper ad is costly to revamp. A website can be updated or modi relatively quickly & cheaply.

· Affordable – given relately lost cost of a website & its poten reach , cost per viewer is considered lower compared with other forms of Ad.

· No Spaces or Time Limit.

· A tv can be screened only a few times per month & a newspaper ad only as long as a

· No Space or time limit – a tv can be screened only a few times per month a newspaper ad lasts only as long as newspaper is probably no longer than a day or so . Tv radio print media & other ad media ( billboards) are ltd in terms of space.Interne has no such limits. Ad always avail to viewing public , 24 hrs p/d , 365 days yr & no limits to amt of info that can be made avail via Net.

· Multimedia Elements – Power of Web comes from fact that it’s a multimedia Enviro, It includes text , graphics animation & photographs & stereo sound & video . Intrnet combines widest range of media to impact upon viewer . Its poss to demostrate aspects of prod in a way that cant be achieved with other ad media.

· Buyer involvement – Web is an interactive medium. Customer can be encourage to interact with ad by fillig in forms , leaving message completing  questionnaires , asking quest pushing button or req more info. Vistors to website can choose what they want to view , they can explore ad in greater depth or only the only scan those parts of the ad they are interested in.

· The advertising benefit of electronic newletters-

· E mail facilities of most web browsers can be used in conjuction with the lists of addresss to send e mail ian slant. Ad benefit comes from fact that company that producers newlaters first becomes associated with newlateters & as long as it is s good newsletter , this association shed have a positive impace on company & within newleters company can unobtrusively as its prod / serv

· E mailing signatures – another valuable opp to promote yr company which is often ignored, An e mail signature will normally provide some contact details & describe in a few words active of company.

The internet & the marketing Mix

· Unique features of Internet (its multimedia enviro 7 x 24 x 365 avil , global reach affordabale , ease of use ability to store vast amts of info , speed interactively ability to reach mass market , abaility to customise info for ndivi users & its ability to transact sales , makes it a powerful maketing tool.

· With well known marketing mix , namely product , price promo distrib , we get better idea of how intenet impacts on each of these elements.

· Product – internet can be used to gather market info that will help shape how prod shd be adapted to meet cust needs. Can be used to keep prod delelop abreast of up to date info on latest develop in other companies in other parts of world on product tech front.

· Internet can be used successfully to procure production materials and other, often cheaper inputs to production process, online. By integrating customer relationship with supply chain, information gathered from customer can translate into faster or even real time, inputs to engineers & production department from other role players such as marketing staff, production designers, support & service staff, and quality controllers. Internet can be used to gather information on competitive products to see how your own products compare.

· Price-Internet offers extremely affordable marketing and advertising tool allowing you to reach a global audience at a fraction of normal cost. Allows you to target and transact directly with customer bypassing many intermediaries you find in traditional marketing channels. In some instances, internet can be used as an extremely cheap distribution medium for electronic products such as books, design and software.

· These factors, either individually or in combination, allow exporter to achieve quite considerable savings which can be translated into lower prices for customer or greater margins for exporter.

· Promotion-where internet is most powerful. Multimedia nature of the net, combined with its capacity to deliver huge amounts of information to users, means it is a perfect medium for advertising and promotion of products. Exporters can publicize their companies over the net and their product/ services to a global audience at a fraction of the cost of traditional adverts.

· Internet advertising is easy to update and understand no real limit on how much information can be made available. Exporter can focus in on products, providing video footage, audio clips, and detailed graphics, photographs and animations in addition to text. This enables export firm to provide a level of detail not possible with other advertising media. Internet combined with email promotion service such as newsletters and e magazines allows even smallest firm to advertise and promote its product very effectively to a global audience at very affordable cost. Any intermediaries that you may use, including your sales staff, agents, distributors, and customer can be kept informed on new prices list, new products introductions, changes and other related information via the internet.

· Another area where internet can prove valuable is in sales promotion. Internet offers one of most affordable ways of reaching an audience and enabling audience to transact with you.

· Distribution-although not appropriate for all products, internet has been used quite successfully as a distribution medium for products such as software, books, magazines, certain consulting service, engineering, language, translation and graphic designs, or any other product that can be transmitted in an electronic form.

· Off the net you are likely to get software more cheaply and more quickly as well as latest version. Internet allows you to identify and compare transport companies and freight forwarders & input customs duties, freight rates, exchange rates and other relevant information at your finger tips.

· Parcel delivery companies (FEDEX & UPS) allow you to track your parcel via their database-integrated websites, ensuring you are always in control of where your package is.

PUBLICITY AND BRANDING

· Positive publicity can be a powerful weapon in bringing awareness, acceptance & desirability, the way of the company. Internet is a useful medium for promoting & publicizing a company and its activity. It’s an environment where people eager for information & interaction come to share ideas, information, interests and news.

· Just to be on website, sets a company aside as being innovative and proactive in its approach to business.

· Publicizing & branding your company activities on website is a lot faster than more traditional publicity machinery such as mail-shots & press release and you have more control over messages where as magazine editor may customize your public relation message to fit on a particular page. More and more people in a growing number of industries turn to websites for relevant market and industry information, so web grows in its effectiveness as a means of promoting company and its activities. It’s relatively cheap.

A CHANGE OF STRATEGY

· With onset of virtual world of internet, new challenges are constantly being encountered while new strategies have to be developed to address these challenges.

· Some of the challenges and strategies

Disintermediation & re-intermediation.

· Because cyber-marketing makes it possible to reach out directly to end customer without having to go through long and complicated distribution channels, a new trend is beginning to take place. It involves bypassing channel intermediaries and selling or servicing end customers directly over internet.

· This is referred to as Disintermediation; implication of disintermediation is quite profound in organization, its customers and intermediaries. For current channel members it threatens their very existence while for customer it puts them in touch with actual manufacture. Main benefit is usually a lower price, but it helps speed up transactions and flow of information.

· For manufacture, it brings customer closer to business and can result in considerable savings by not having to pay intermediaries, even considering such a move could result in sift and very damaging backlash from distribution channel members who withdraw their support from organization, leaving them out in the cold.

· New types of virtual organization are being formed that help bring buyers and sellers together. These are websites that serve as market exchanges or portals to information, services and suppliers usually related to a specific sector. These new websites facilitate trade between firms and their customers and this process is referred to as re-intermediation.

PERMISSION MARKETING

· Entails marketers first ask permission before they send adverts or e-news letters or email to prospective customer. Customer gives marketers explicit consent to send them information from the company. Used by internet marketers, email marketers, telephone marketers. Requires people first “opt in” only after advertisements have been sent.

· Permission marketing is a powerful marketing tool because by giving marketer permission, customer is indicating at least some interest in products and services being marketed. Challenge for marketers is to persuade consumers to volunteer attention; it turns strangers into friends and friends into loyal customers.

· As long as information and products/services being provided remains interesting and relevant to customers, customers will continue consenting to receiving it. When information or products/services is no longer of interest, customer can “opt out’’, choose not receive marketing information.

· Permission marketing represents a highly targeted marketing opportunity and companies need to explore this channel and make maximum use of it to capture customers. It doesn’t guarantee a sale, it simply says that customer has indicated an interest.
14.5 INTERNET APPLICATION

· Internet and World Wide Web are important electronic media utilized by more organizations to sell their products online and to establish closer ties with their existing clients.

· E-commerce could be broadly defined by identifying four distinct categories of e commerce relationships.

· Business-to-Business relationship.(B2B) this category contains all dealings between one business and another and includes activities such as selling, purchasing, inventory management, channel management, payment management, services and sales support. World wide website is utilized here.

· Business-to-consumer (B2C)-world web mostly utilized here to facilitate transactions, customer support, and consumer research.

· Consumer-to-consumer (C2C), Involves interaction between customers through classified, personal service, chat rooms and auction.

· Consumer-to-Business, (C2B), this relationship is represented by individual consumers banding together to form buyer groups or to inform cause related advocacy groups.

· As shown in these four categories, a large number of electronic activities take place, such as buying and selling, information exchange, inventory control, distribution management and customer service.

· Business and individual consumers are conducting more and more transactions through the internet. When planning a vacation, locally or internationally, no longer necessary to make use of services of travel agent to provide information and or make your travel arrangements for you. You can do it all yourself on internet. Information on specific region Far East climate, places to visit and information on accommodation can be obtained by using search engines like Google, yahoo, msn. Air line tickets can be bought online by logging to www.flysaa.com.

· Transaction sales online- ultimate goal of marketing is to maximize profitability. A comprehensive internet marketing plan should focus on three objectives, namely increasing sales, decreasing cost of doing business and improving communication with all stakeholders.

Several reasons website hasn’t yet proved successful at increasing sales.

· 1st hurdle, question of payment. Users have been reluctant to give credit cards and other banking details over website for fear of these being compromised. Situation is being remedied with powerful encryption programme being developed. Most SA banks now advertise that clients can undertake selected banking activities using the internet.

For many buyers and sellers dealing with distant, unknown clients, buyer insecurity can represent a stumbling block.

· 2nd hurdle, creation of electronic cash, seems to be receiving favorable consideration and if eventually supported by banking community will go along way towards increasing selling activites on internet. E-cash and Set (secure electronic transactions are expected to play a major role in facilitating trade.

· 3rd hurdle, there will always those who buy over internet and those who don’t. As internet reaches a greater portion of population, so number of internet shoppers will increase.

Increased pressure on individual leisure time will encourage them to shop online from comfort of their homes rather than using their free time to jostle with shoppers for a limited selection of products/services in packed outlets.

· Internet versus that in traditional market place will change. Intermediaries in traditional sense e.g. are expected to disappear, with a more direct producer-to-customer channel taking their place. A number of new cyber mediaries are expected to come onto business scene and will influence way business is done.

· Web offers considerable opportunities for facilitating virtual transactions. Computicket, McCarthy call-a car

· Make it clear to users what you are selling and if you are selling something-lack of clarity scares users away from your website. Users have little time to explore and browse tell them what you are doing and what website is for. If its for selling something, make it time it clear and take them to your sales page quickly.

· Tell visitors to your website who you are.-make your website friendly, give people your name, contact details, email. Your contact details should be available on your home page. Tell people about your company, about your clients, and your successes. Reassure them of your ability to meet their needs.

· Make sure it’s easy for users to find and use your order page-don’t make it difficult for potential customers to order. Make order page easily accessible and easy to use.

· Give readers more than one way to buy.-give them a choice of ordering via fax, phone or sending a cheque. May be in a position to offer Cash on delivery service.

· Include comments from satisfied customers-testimonials from happy and satisfied customers help reassure others that they are at right company and their needs will be satisfied.

· Promote your website effectively-promote your website aggressively if you are to reach your customer or get them to your website

14.5.2 Online auctions

· May be regarded as a form of online buying and selling, a third party, auction website (eg.ebay or bid or buy) become part of transaction.

· Auctions can be used by business to get rid of goods they have in stock or by customer looking for a bargain. For companies that only occasionally have stock available fro auction, best option would be to use service of an existing online auction house (Aucor). For companies that have goods that are actionable, worth consider establishing their own online auction sites.

When building an auction site, you will need to consider.

· -a way of bidders to register with your service

· -a means of handling their credit card or payment details (you need to be assured they can afford to pay for what they have bid for, almost like a refundable deposit.

· -a search facility for them to find what they are after.

· -a detailed level of information that bidders can link to get more information on products about products on sale.

· -Setting sales and payment requirements and options, participation policies- setting a starting and end time for bidding, with the highest bid at the end of period winning, bidding will usually increase in preset increments.

· -there must be an easy way for customers to submit their bids

· -a feedback facility to confirm that a customer has made a bid (including when, for what and for how much).

· -a feedback facility to inform customers when they have been outbid or when they have been successful.

· -don’t forget to include delivery cost for getting products to customers.

14.5.3 Online marketing research

· Web is a huge source of information on every topic under the sun. Type word digital camera in yahoo website and you can expect 277 mill links to pop up, each containing these words somewhere in its copy. Although all these links are not [primarily focused on topic of digital cameras, they all contain information on these type of products. This information is available to both marketers and consumers.

· Market research is task of locating information that will gain company business advantage. Online market research is practice of using online database and information sources to conduct market research. Internet is largest library of information; it has S&W as market research tool. Knowing what these are and using internet accordingly appropriately is key.
With respect to market research on the net, you can;

· -conduct desk research on the web

· -conduct focus groups via the web

· -conduct consumer survey via the web

· Send out questionnaire using email.
Advantage of using the internet for market research.

· It enables you to be 1st to know-often information is placed on internet before it is made available through other media. Reason-its quick and easy to make this information available on web and is frequently used as testing-ground for certain information sources.

· Valuable to companies jostling with hundreds and thousand of other companies for the same business and companies can gain a competitive advantage.
Get control of the information flow.

· Net offers information in unfiltered form. Online market researcher has opportunity to filter raw information, monitor trends, judge value of information without influence of others. Many information services now available on the net that will keep track of certain types of information on your behalf. This information is then pushed or sent to you on reg basis called push services.
These online service providers specialize in a particular type of information (e.g. finance news, specific industry information, It news and general information).

· Valuable service for marketer researcher because finding and keeping track of information can be time consuming. Benefit of these push services is that they allow researcher to specify certain key words and information types that need to be kept track of.

· Make better customer presentations-using online research, a company can seek out information about customers and potential customers to tailor products, services and sales presentations to specific needs of customer concerned.

· Create tighter marketing plans-internet brings into view opinions of experts, statistics from past and projections for future specific to country, industry, products concerned.

· Combined with reports, commentaries and research related to industry in which company is active, these database enable company to detect and analyse trends in market place and to prepare more effective marketing plans.

· Save valuable staff time-internet is now! No hours to keep to, no travel necessary, no waiting for trade shows or conferences to take place, no need to pay telephone tag, no need to listen to grapevine. Net is fast and efficient

· Customer research cost. Access to internet is cheap and information is often free. Researching on internet is often affordable when compared with typical desk research you might undertake when investigating certain markets. By collecting suitable market information and preparing for your business trip online, you will save considerable time and money on your field research by being more focused.

· Gain access to a broader range of information-internet is excellent source for background information and some topics are covered in considerable detail although others may receive only limited

Study Unit 14: Cybermarketing
Overview

Tradional way Bus operate is changing at rapid pace.

Principle drivers which are responsible for this Bus evolution (globalization & a rapid growth in info & technological develop in communication).

Major improvemens in info & communicaton technology convergence of these two  ,given rise to to whole new ways of doing Bus. & of marketing an organ product serv.

Internet aided by convergence of info ?& comm. Technol has changed peoples lives at all levels of society. Internet made info avail to masses everywhere at unprecedented speeds & at low low cost.

This explosion in avail of info has brought about a shift in traditional ways of marketing products/ serv.

What is internet marketing :

It rep use of internet & related digital technologies to acieve marketing  objectives. (Sales customer support , brand building ,enhancing Corp image & providing product knowledge ). Internet marketing  includes use of company website,together with other online promo techniques ( Search engines , email , banner ad or links with other websites) to gain new cust  or provide serv to existing cust that will assist in enhancing  cust relationships.

Another commonly used term to describe internet marketing is e marketing or online marketing. Initially marketers use internet purely for informing customers about  their companies product.

Internet was therefore nothing more than an online catalogue,however as the time went by, marketers start using Internet as a Broader Int , ext & interactive comm. Platform to enhance firms product offering & to achieve specific sales objective.

Explain how the internet + world wide  have grown since the 1990’s :

14.1  The growth in online Marketing :

Online marketing has grown & is a major marketing communication& selling channel for the Bus worldwide. SA is lagging behind rest of world.

Commercialisation  of  internet  & Intro of World Wide has dramatic impact on Bus. When one combines global influence & reach of Internet with growing proliferation & power o desktop computers , incr in volume of digital data , pwer of  networks & telecoms & satellite infrastructure  , result of convergence of these various technologies is an altered global Bus Landscape .

Growth of Internet seems to be slowing down. May suggest saturation of market, infrastructural constraints are most likely curbing growth of internet in many developing countries that have large potent Internet population but – don’t have means - access to Internet in many developing countries that have large potential Internet populations but that don’t yet have large potential Internet populations but that don’t yet have means to access Internet.

Attention needs to be focused on developing necessary infrastructure that will bring Internet to a greater number of citizens within countries concerned. Measuring value of e Commerce sector is difficult owing to ‘rarity of statistically signify measurements of value of e commerce transactions in most countries.

Value of E commerce is increase as a % of world econ output. This trend underscores growing importance of e commerce as a channel of trade.

Its no longer on periphery of global econ activity , but has become a mainsteam source of income  & its stature can be expected to grow. About 7.5% of SA POP has access to Internet. Slowdown of Internet growth in SA is due to lack of broadband in the country .

14.2 The Advantages of online Marketing:

Terms Internet &” World Wide Web “used as if they mean same thing essentially they are different . Internet includes networking infrastructure & protocols that allow computers to communication with each other.  World Wide rep a user- friendly , point and clicking enviro that serves as an interface with Internet. Web provides a graphic way of organizing & viewing  info avail on Internet.

Q . Provide 10 Advantages to  the Internet holds for Mark :

Advantages of the Web as a marketing Channel :

With Web serving as a ‘Window “to the world of the Internet, useful to consider adv of using Web as a marketing tool in Bus.

Large amounts of Info can Easily be stored & updated on Internet & are accessible to anyone connected to Internet.

Info that’s usually filed away as paper – based docs & only made available to a ltd audience because of cost involved in wider distrib can now be made avail quickly & easily to all interested parties & to a much wider , international audience.

Any info disseminated on Web by a firm is immediately avail to a global audience.

Info can be presented in multimedia form , including text , sound , video , photographs, animations making it user – friendly.

Info is interactive – reader can complete a reply or order form , or send an email to company concerned & can navigate between sites located at opposite sides of globe.

A web based doc & its contents can be linked by hypertext to a wealth of Supporting docs also avail on Web & that may be spread across the world.

Info on Web is avail 24 hrs a day & 365 days a yr , making it poss to provide after hours  support to cust & to contin marketing process long after office or store  has closed.

Web is easy & intuitive to use.

Web is an affordable envir to use for both user & Supplier of info & serv.

Web allows you to reach masses – a market of over 676 mil users at present , expected to rise to one bill in next few yrs.

Web allows you to customize yr info to meet needs of each indiv cust(often ref to as mass customization )

You can transact sales directly on web.

Firms can integrate , automate & synchronise their Bus with those of their suppliers , cust & partner organ.

Most important adv@ disadv of internet table 14.1 pg 104 SG.  Combine with those in txt book

Combine with those  in text book

14.3 The Business Environment of the Internet :

A primary respon of an organ marketing division is to analyse marketing enviro in order to identify opportunity in arket place , to deter % investigate all factors impacting on these opp & toalign enterprise to exploit these opp & addres these enviro influences , By becoming involved in online marketing , a similar enviro exists , but in a virtual format.

Whereas old tradional marketing enviro involves “physical “ buyers & sellers that meet in “physical ‘ marketplaces , online enviro consists of these three variables in a digital or electronic format.

Cyber- Marketing Defined-  Application of Internet & related digital technologies to achieving marketing objectives. We use term Cyber – Marketing , Phrase internet marketing often used. Really no differences between  these two terms.

Cyber – Marketing & the marketing concept.

Internet does not change fundamentals of marketing . Only provides a new channel for Bus to reach their cust.

There are still a cust whose needs must be satisfied ,(cust orientation ) firm is still in Bus to make money (Profit – Orientation ) , its still necessary to make effective & efficient use of all resources avail to the firm to satisfied cust needs (system – orientation).

Firm must still deal with micro , market & macro enviro & still has control over four main variables that comprise marketing mix , namely product , price , promo, distribution.

Signinging difference between traditional marketing & Internet marketing is that an additional envir onment comes into play , namely virtual enviro.

Cyber –Marketing & the Virtual enviro:

Virtual enviro is made up of digital ‘bits & bytes space “ found in world of microchips, computers & elect networks . Virtual envir has its own peculiarities & req a diff approach by marketers. In  the case of the Internet , Virtual enviro is rep yrs.

Comp screen. Everything that happens online happens within bounds of computer monitor.
Vrtual  enviro crosses other three enviro , namely  micro – enviro , a companys intranet (internal Internet based network assessable only to staff ), places company info & online communication channels at disposal of staff . In the case of market enviro , firms website can be accessed by (even intergrated with) those of suppliers , cust & Bus partners . In the case of macro envir, organ can use Web to access & keep track of (or tune in to) macro info & develop.
The marketspace versus the market place :

Marketspace is a virtual world where product/serv exists as digital info & where transactions & interactions occur elect .Request new innovations ways of marketing produc & providing value added serv to cust. Marketspace is very diff from physical world or market place that marketers are familiar with , where interactions occur between physical buyers & sellers at actual location.

Discuss the  online target maket – marketing mix

14.4  The online Target Market And marketing Mix

Online marketing envir is virtual in nature , Same is true of two main components  of marketing strategy, that is features of target market & marketing mix differ in virtual & “physical” marketing enviro .

14.4.1 The online consumer :

Internet opens doors to markets which markets might not otherwise have considered.

Its ability to reach other segs within market whether intrnatonal markets , regional markets , rural markets or markets with specific character (eg Markets dominated by certain cultural or linguistic groups) makes it a very powerful marketing medium.

Internet makes it possible to reach new , prev unreachable markets, including vitual – only markets & international markets.

Understanding online consumers & their buying behave is an important part of online marketing process. Who are consumers using the internet to evaluate & buy prod/ serv .

Why do they go to a specific organ website?.What do they hope to get from website? This info is useful for setting online object & designing a website.
Five different types of online users.

Directed info seekers – they know exactly what they are looking for.

Undirected info seekers  - they just brows through website.

Directed Buyers – They know exactly what to buy & what they want to pay for it.

Bargain hunters – these are the users who are looking for a ‘ good deal”.

Entertainment seekers  - they want to enjoy their time online.
Another prospective focuses on online consumers pschographic make up which is also ref to as ‘’psycho – segmentation “ . this perspectives iden a number of online users.

Techno – lusters : - the users focus on culture & technology

Academic Buffs  : - these users originally formed largest groups of users , they are now less significant users

Technology – Boffins – this group is similar to techno lusters , but they make more direct use of technology for buss purp.

Get aheads – they use internet as a lifestyle accessory , they use email & internet for proud selection.

Hobbyists – these are people with specialist interest , such as golfers , fisherman & enthusiast , who use internet for purch selection .

Knowledge traders  - these are Bus orientated users  who use internet for news serv & info on best Bus practise.

Business Bods – these users are Gen Bus users in management or procurement roles.

Home users – these are Gen members of families looking for education , entertainment or purchases.

Online marketer must undertand how online cust differes from traditional ‘ real world ‘ cust & adapt marketing mix accordingly.

14.4.2 The online marketing mix

Traditional marketing mix 4 P’s (Product , Price , Promotion , Place Distrib).

These elements are also found in online marketing . These still a prod involved with a price tag that cust need to know about , info needs to be common to them & prod needs to be distributed to them .

Internet enables organ to  change marketing mix in new & innovative ways. Ad is similia to publicity , except it deals with prod , whereas publicity deals more with company overall image, Benefit of ad on internet , its an interactive medium.

Instead of Just sending   out a one way message  , cust now comes to companys website & an choose to interact with ad & with Website or not.

Theres a move away from supplier – push – ad (common in tradional markets) to cust pull ad more common in online world.

Advantages of Ad on the web :

Rapid presentation – you can obtain a Web ad online in afew hrs , versus two days or weeks(even mths) in case of newspapers or mag print or Tv or Radio. Its immediately avail to a global audience.

Easy Modification – changing a tv ad can prove to be extremely expensinsve.

Even a newspaper ad is costly to revamp. A website can be updated or modi relatively quickly & cheaply.

Affordable – given relately lost cost of a website & its poten reach , cost per viewer is considered lower compared with other forms of Ad.

No Spaces or Time Limit.

A tv can be screened only a few times per month & a newspaper ad only as long as a

No Space or time limit – a tv can be screened only a few times per month a newspaper ad lasts only as long as newspaper is probably no longer than a day or so . Tv radio print media & other ad media ( billboards) are ltd in terms of space.Interne has no such limits. Ad always avail to viewing public , 24 hrs p/d , 365 days yr & no limits to amt of info that can be made avail via Net.

Multimedia Elements – Power of Web comes from fact that it’s a multimedia Enviro, It includes text , graphics animation & photographs & stereo sound & video . Intrnet combines widest range of media to impact upon viewer . Its poss to demostrate aspects of prod in a way that cant be achieved with other ad media.

Buyer involvement – Web is an interactive medium. Customer can be encourage to interact with ad by fillig in forms , leaving message completing  questionnaires , asking quest pushing button or req more info. Vistors to website can choose what they want to view , they can explore ad in greater depth or only the only scan those parts of the ad they are interested in.
The advertising benefit of electronic newletters-

E mail facilities of most web browsers can be used in conjuction with the lists of addresss to send e mail ian slant. Ad benefit comes from fact that company that producers newlaters first becomes associated with newlateters & as long as it is s good newsletter , this association shed have a positive impace on company & within newleters company can unobtrusively as its prod / serv
E mailing signatures – another valuable opp to promote yr company which is often ignored, An e mail signature will normally provide some contact details & describe in a few words active of company.

The internet & the marketing Mix

Unique features of Internet (its multimedia enviro 7 x 24 x 365 avil , global reach affordabale , ease of use ability to store vast amts of info , speed interactively ability to reach mass market , abaility to customise info for ndivi users & its ability to transact sales , makes it a powerful maketing tool.

With well known marketing mix , namely product , price promo distrib , we get better idea of how intenet impacts on each of these elements.

Product – internet can be used to gather market info that will help shape how prod shd be adapted to meet cust needs. Can be used to keep prod delelop abreast of up to date info on latest develop in other companies in other parts of world on product tech front.

Internet can be used successfully to procure production materials and other, often cheaper inputs to production process, online. By integrating customer relationship with supply chain, information gathered from customer can translate into faster or even real time, inputs to engineers & production department from other role players such as marketing staff, production designers, support & service staff, and quality controllers. Internet can be used to gather information on competitive products to see how your own products compare.

Price-Internet offers extremely affordable marketing and advertising tool allowing you to reach a global audience at a fraction of normal cost. Allows you to target and transact directly with customer bypassing many intermediaries you find in traditional marketing channels. In some instances, internet can be used as an extremely cheap distribution medium for electronic products such as books, design and software.

These factors, either individually or in combination, allow exporter to achieve quite considerable savings which can be translated into lower prices for customer or greater margins for exporter.

Promotion-where internet is most powerful. Multimedia nature of the net, combined with its capacity to deliver huge amounts of information to users, means it is a perfect medium for advertising and promotion of products. Exporters can publicize their companies over the net and their product/ services to a global audience at a fraction of the cost of traditional adverts.

Internet advertising is easy to update and understand no real limit on how much information can be made available. Exporter can focus in on products, providing video footage, audio clips, and detailed graphics, photographs and animations in addition to text. This enables export firm to provide a level of detail not possible with other advertising media. Internet combined with email promotion service such as newsletters and e magazines allows even smallest firm to advertise and promote its product very effectively to a global audience at very affordable cost. Any intermediaries that you may use, including your sales staff, agents, distributors, and customer can be kept informed on new prices list, new products introductions, changes and other related information via the internet.

Another area where internet can prove valuable is in sales promotion. Internet offers one of most affordable ways of reaching an audience and enabling audience to transact with you.

Distribution-although not appropriate for all products, internet has been used quite successfully as a distribution medium for products such as software, books, magazines, certain consulting service, engineering, language, translation and graphic designs, or any other product that can be transmitted in an electronic form.

Off the net you are likely to get software more cheaply and more quickly as well as latest version. Internet allows you to identify and compare transport companies and freight forwarders & input customs duties, freight rates, exchange rates and other relevant information at your finger tips.

Parcel delivery companies (FEDEX & UPS) allow you to track your parcel via their database-integrated websites, ensuring you are always in control of where your package is.

PUBLICITY AND BRANDING

Positive publicity can be a powerful weapon in bringing awareness, acceptance & desirability, the way of the company. Internet is a useful medium for promoting & publicizing a company and its activity. It’s an environment where people eager for information & interaction come to share ideas, information, interests and news.

Just to be on website, sets a company aside as being innovative and proactive in its approach to business.

Publicizing & branding your company activities on website is a lot faster than more traditional publicity machinery such as mail-shots & press release and you have more control over messages where as magazine editor may customize your public relation message to fit on a particular page. More and more people in a growing number of industries turn to websites for relevant market and industry information, so web grows in its effectiveness as a means of promoting company and its activities. It’s relatively cheap.

A CHANGE OF STRATEGY

With onset of virtual world of internet, new challenges are constantly being encountered while new strategies have to be developed to address these challenges.

Some of the challenges and strategies

Disintermediation & re-intermediation.

Because cyber-marketing makes it possible to reach out directly to end customer without having to go through long and complicated distribution channels, a new trend is beginning to take place. It involves bypassing channel intermediaries and selling or servicing end customers directly over internet.

This is referred to as Disintermediation; implication of disintermediation is quite profound in organization, its customers and intermediaries. For current channel members it threatens their very existence while for customer it puts them in touch with actual manufacture. Main benefit is usually a lower price, but it helps speed up transactions and flow of information.

For manufacture, it brings customer closer to business and can result in considerable savings by not having to pay intermediaries, even considering such a move could result in sift and very damaging backlash from distribution channel members who withdraw their support from organization, leaving them out in the cold.

New types of virtual organization are being formed that help bring buyers and sellers together. These are websites that serve as market exchanges or portals to information, services and suppliers usually related to a specific sector. These new websites facilitate trade between firms and their customers and this process is referred to as re-intermediation.

PERMISSION MARKETING

Entails marketers first ask permission before they send adverts or e-news letters or email to prospective customer. Customer gives marketers explicit consent to send them information from the company. Used by internet marketers, email marketers, telephone marketers. Requires people first “opt in” only after advertisements have been sent.

Permission marketing is a powerful marketing tool because by giving marketer permission, customer is indicating at least some interest in products and services being marketed. Challenge for marketers is to persuade consumers to volunteer attention; it turns strangers into friends and friends into loyal customers.

As long as information and products/services being provided remains interesting and relevant to customers, customers will continue consenting to receiving it. When information or products/services is no longer of interest, customer can “opt out’’, choose not receive marketing information.

Permission marketing represents a highly targeted marketing opportunity and companies need to explore this channel and make maximum use of it to capture customers. It doesn’t guarantee a sale, it simply says that customer has indicated an interest.

14.5 INTERNET APPLICATION

Internet and World Wide Web are important electronic media utilized by more organizations to sell their products online and to establish closer ties with their existing clients.

E-commerce could be broadly defined by identifying four distinct categories of e commerce relationships.

Business-to-Business relationship.(B2B) this category contains all dealings between one business and another and includes activities such as selling, purchasing, inventory management, channel management, payment management, services and sales support. World wide website is utilized here.

Business-to-consumer (B2C)-world web mostly utilized here to facilitate transactions, customer support, and consumer research.

Consumer-to-consumer (C2C), Involves interaction between customers through classified, personal service, chat rooms and auction.

Consumer-to-Business, (C2B), this relationship is represented by individual consumers banding together to form buyer groups or to inform cause related advocacy groups.

As shown in these four categories, a large number of electronic activities take place, such as buying and selling, information exchange, inventory control, distribution management and customer service.

Business and individual consumers are conducting more and more transactions through the internet. When planning a vacation, locally or internationally, no longer necessary to make use of services of travel agent to provide information and or make your travel arrangements for you. You can do it all yourself on internet. Information on specific region Far East climate, places to visit and information on accommodation can be obtained by using search engines like Google, yahoo, msn. Air line tickets can be bought online by logging to www.flysaa.com.
Transaction sales online- ultimate goal of marketing is to maximize profitability. A comprehensive internet marketing plan should focus on three objectives, namely increasing sales, decreasing cost of doing business and improving communication with all stakeholders.

Several reasons website hasn’t yet proved successful at increasing sales.

1st hurdle, question of payment. Users have been reluctant to give credit cards and other banking details over website for fear of these being compromised. Situation is being remedied with powerful encryption programme being developed. Most SA banks now advertise that clients can undertake selected banking activities using the internet.

For many buyers and sellers dealing with distant, unknown clients, buyer insecurity can represent a stumbling block.

2nd hurdle, creation of electronic cash, seems to be receiving favorable consideration and if eventually supported by banking community will go along way towards increasing selling activites on internet. E-cash and Set (secure electronic transactions are expected to play a major role in facilitating trade.

3rd hurdle, there will always those who buy over internet and those who don’t. As internet reaches a greater portion of population, so number of internet shoppers will increase.

Increased pressure on individual leisure time will encourage them to shop online from comfort of their homes rather than using their free time to jostle with shoppers for a limited selection of products/services in packed outlets.

Internet versus that in traditional market place will change. Intermediaries in traditional sense e.g. are expected to disappear, with a more direct producer-to-customer channel taking their place. A number of new cyber mediaries are expected to come onto business scene and will influence way business is done.

Web offers considerable opportunities for facilitating virtual transactions. Computicket, McCarthy call-a car

Make it clear to users what you are selling and if you are selling something-lack of clarity scares users away from your website. Users have little time to explore and browse tell them what you are doing and what website is for. If its for selling something, make it time it clear and take them to your sales page quickly.

Tell visitors to your website who you are.-make your website friendly, give people your name, contact details, email. Your contact details should be available on your home page. Tell people about your company, about your clients, and your successes. Reassure them of your ability to meet their needs.

Make sure it’s easy for users to find and use your order page-don’t make it difficult for potential customers to order. Make order page easily accessible and easy to use.

Give readers more than one way to buy.-give them a choice of ordering via fax, phone or sending a cheque. May be in a position to offer Cash on delivery service.

Include comments from satisfied customers-testimonials from happy and satisfied customers help reassure others that they are at right company and their needs will be satisfied.

Promote your website effectively-promote your website aggressively if you are to reach your customer or get them to your website

14.5.2 Online auctions

May be regarded as a form of online buying and selling, a third party, auction website (eg.ebay or bid or buy) become part of transaction.

Auctions can be used by business to get rid of goods they have in stock or by customer looking for a bargain. For companies that only occasionally have stock available fro auction, best option would be to use service of an existing online auction house (Aucor). For companies that have goods that are actionable, worth consider establishing their own online auction sites.

When building an auction site, you will need to consider.

-a way of bidders to register with your service

-a means of handling their credit card or payment details (you need to be assured they can afford to pay for what they have bid for, almost like a refundable deposit.

-a search facility for them to find what they are after.

-a detailed level of information that bidders can link to get more information on products about products on sale.

-Setting sales and payment requirements and options, participation policies- setting a starting and end time for bidding, with the highest bid at the end of period winning, bidding will usually increase in preset increments.

-there must be an easy way for customers to submit their bids

-a feedback facility to confirm that a customer has made a bid (including when, for what and for how much).

-a feedback facility to inform customers when they have been outbid or when they have been successful.

-don’t forget to include delivery cost for getting products to customers.

14.5.3 Online marketing research

Web is a huge source of information on every topic under the sun. Type word digital camera in yahoo website and you can expect 277 mill links to pop up, each containing these words somewhere in its copy. Although all these links are not [primarily focused on topic of digital cameras, they all contain information on these type of products. This information is available to both marketers and consumers.

Market research is task of locating information that will gain company business advantage. Online market research is practice of using online database and information sources to conduct market research. Internet is largest library of information; it has S&W as market research tool. Knowing what these are and using internet accordingly appropriately is key.

With respect to market research on the net, you can;

-conduct desk research on the web

-conduct focus groups via the web

-conduct consumer survey via the web

Send out questionnaire using email.

Advantage of using the internet for market research.

It enables you to be 1st to know-often information is placed on internet before it is made available through other media. Reason-its quick and easy to make this information available on web and is frequently used as testing-ground for certain information sources.

Valuable to companies jostling with hundreds and thousand of other companies for the same business and companies can gain a competitive advantage.

Get control of the information flow.

Net offers information in unfiltered form. Online market researcher has opportunity to filter raw information, monitor trends, judge value of information without influence of others. Many information services now available on the net that will keep track of certain types of information on your behalf. This information is then pushed or sent to you on reg basis called push services.

These online service providers specialize in a particular type of information (e.g. finance news, specific industry information, It news and general information).

Valuable service for marketer researcher because finding and keeping track of information can be time consuming. Benefit of these push services is that they allow researcher to specify certain key words and information types that need to be kept track of.

Make better customer presentations-using online research, a company can seek out information about customers and potential customers to tailor products, services and sales presentations to specific needs of customer concerned.

Create tighter marketing plans-internet brings into view opinions of experts, statistics from past and projections for future specific to country, industry, products concerned.

Combined with reports, commentaries and research related to industry in which company is active, these database enable company to detect and analyse trends in market place and to prepare more effective marketing plans.

Save valuable staff time-internet is now! No hours to keep to, no travel necessary, no waiting for trade shows or conferences to take place, no need to pay telephone tag, no need to listen to grapevine. Net is fast and efficient

Customer research cost. Access to internet is cheap and information is often free. Researching on internet is often affordable when compared with typical desk research you might undertake when investigating certain markets. By collecting suitable market information and preparing for your business trip online, you will save considerable time and money on your field research by being more focused.

Gain access to a broader range of information-internet is excellent source for background information and some topics are covered in considerable detail although others may receive only limited
INTERNET ALSO HAS SOME WEEKNESSES

Accurate statistics & other market information not always available. Anyone can post info on the Net &n there is little control over quality or reliability of information. Availability of info inconsistent, useless information & sites to wade through to get to what is useful.
Planning your online market research

If you don’t plan your research activities, you will soon be off track & will waste valuable time. Several distinct steps recommended:

1. Determine what you need to –set your research objective.if you don’t know where you are 

    going then it’s likely you will take a long time to get there.

2. Formulate your questions carefully – jot down possible keywords to use in your search efforts. Think about combination of keywords that can assist you further narrowing your research.

3. Beware of spelling & grammar – not all words are spelt as they are in SA(e.g  colours vz colors), maximize vz maximimise). Countries use different words from those we do (e.g torch vz flashlight, lift vz elevator). Grammar, capitalization, colloquialism, punctuation, spelling have major impact on success you have in finding information on the Net.

4. Choose suitable sources of information – choose search engine you believe will bes help you achieve your search objective. Use a keyword search engine (e.g Alta Vista, Infoseek or Hotbot) if you are looking specifically for documents containing certain words or combination of words.

Alternatively, USE A CONCEPT BASED SEARCH ENGINE ( SUCH AS Excite) if you are looking for a particular topic such as aviation, hotel accommodation in Germany. Use a directory (such ss Yahoo, Ananzi or Max) if you are looking for popular site or particular category of information.

Not always necessary to use search engines to find information you are looking for. Some websites serve as excellent springboards to valuable & relevant information eg international trade site such as International Trade Centre at http://www.intracen.org could be useful starting point to find further information about exporting.

5. Make sure you know how a particular search engine works – print out help pages from the search engine you intend using & work through instructions, especially instructions that shows you how you can narrow your search focus. Beware of shortcomings of each search engine.

6. Study the results that you get from the search engine for relevant Websites – you need to find relevant sites within first ten to fifty results. Identify suitable sites require (a) insight into subject you are researching , (b) clarity about subject/topic you are researching.
When you identify a potentially informative site, explore this site for further information & possible links to other useful sites – need to ascertain whether site you have found contains suitable information about the subject you are interested in, Example sites for possible links to other sites that may contain relevant & useful information.
If you find a useful site, bookmark & print the site – most browsers have ability to record address of particular site. Do so before you move on & forget address of site you were in. Alternative is to print home page of a site you believe can be useful to you. Site address & date on which you visited site usually recorded on printed page. Examine information more closely offline & at your leisure.

Evaluate the information you have obtained – organize & compile information you have collected into some order, to make it easier to evaluate. Constantly keep track of information you have uncovered to deter whether you have sufficient information for your need, or whether you still need to look further.

A customer – oriented approach

With cyber-marketing it’s possible to make customer point of focus of your organization. Through your website, you can engage with customer & draw him into organization & build a relationship with individuals.

Adopting a customer – oriented approach is a philosophy tha should underpin internet rather than a result of the internet. When embracing cyber-marketing you always put customer at centre of what you do.
14.5.4 Online customer relationship management(CRM)

Internet is a valuable tool to establish closer ties with customer- be it final customer or business customer. Aim of CRM is to ensure that by establishing closer ties with customer they will be “locked in for a lifetime”. Main advantage of internet is it opens up a convenient channel of communication with customer on a number of topics such as , inventory control, product support, customer service, information support. A supplier company that has a direct, interactive channel of inventory information with a client firm will probably have a stronger long-term relationship with this buyer than an outside supplier who doesn’t have access to the inventory database.

(CRM)- Web is accelerating process in which selling products becomes more a matter of establishing N ONGOING RELATIONSHIP THAN OF PERFORMING A SINGLE ISOLATED TRANSACTION. Essential to create online environment that locks customer in to your company.

Business value can be provided on three fronts (1) online environment can be developed in such a way it adds value to customer in its own right. (2) product/service that company sells must add value in itself. (3) staff & physical business processes (eg distribution logistics) of organization must be geared towards enhancing customer experience with company.

Behind the scenes

Companys  front –end & underlying systems facilitate customer interaction & two-way communication at any time or place, every suitable channel from e-mail to discussion forum – should be used to this end. Systems should be able to track customer & their preferences, habits & buying patterns & to remember them when they return.

This knowledge must be auctioned & repeatable. The front-end & content will be customized or personalized based on knowledge that has been gathered about each customer.
The broad objective behind implementing an online CRM System includes:

-segmenting customer into different value & profile groups.

-improving two-way , any time, any place communication with customer.

-involving customer in improving firm service levels by soliciting constant feedback from them

-ensuring customer receives consistent service

-Reducing cost of getting customers, particularly second time round

-ensuring customer stay with you over a lifetime

-increase your share of customers

-reducing the prospect-to-scale cycle time

-leveraging value from cross-selling & up-selling

-enables a company to harness value of their customer as an actionable, durable asset

IDC suggests that CRM system must be flexible enough to adjust constantly & regularly to changing business rules. Customer reactions with Web front-end will be tracked & online trends analyzed in order to understand why certain events have happened.

Predictive model is then built to address alternative future scenarios, before putting changes into place. These new changes or “adjustments” start process rolling again. In this way, a self-sustaining closed loop is created to optimize customer relationship with firm. System must be scalable as the organization grows & various customer interfaces merge into a symboliotic whole & increase amount of data & knowledge is generated. It must be available 24 hours a day.

One-to-one marketing

Is about marketing to a single customer as an individual. Is an integrated approach that permeates all parts of an organization: marketing, sales, production, service, finance. It’s the guiding vision that drives the whole company 7 views all of firms customer as individuals and strives to meet their individual need. These approach recognize lifetime value of a loyal customer and will regularly return to make further purchases because company meets his individual needs, one-to-one marketing is therefore an important component of customer relationship marketing.

One-to-one marketing is comfortable “fit” with marketing concept which stresses customer needs & an integrated approach. One-to-one marketing is not easy. Companies tend to segment their customer base & try to package their marketing efforts to meet needs of different segments of marketing. Internet changes this.

Internet makes it possible to generate marketing efforts that address individual needs eg customer personalized the firm’s website to meet their unique requirements. Companies such as Amazon track their customers meanderings through website to see what they are interested in, what they buy & where they spend most of their time & money. This information is used to adapt website “on the fly” – in real time – in an attempt to meet needs of customers.

A large number of websites today allow their customers to personalize their website to meet their own requirements.
Online customer service support

Aim to create closer ties with clients (CRM) by providing them with better customer service & support than competitors are able to. Benefits of providing better service & support :
Automate routine procedures- possible using Web technology to automate responses to customer enquiries eg should a customer lodge a query, file a complaint, require certain information, company’s website will automatically respond with e-mail, acknowledging receipt of query which should generate positive customer response. Alternatively, company may post answers to FAQ’s so when customers has questions, they can find an answer already posted under FAQ section.

Offer 24hr support- internet is available 24hrs, 365days a year. Customers can log on to website anytime of the day & search for information or assistance, or look up for product information. With ability to respond automatically to an enquiry, it is possible to arrange that acknowledgement be e-mailed automatically to customers. Customer can lodge an enquiry at 02:00am & receive an initial reply almost immediately.

Keep technical information accurate & up-to-date- using enormous space available on the Web, product catalogues, technical manuals & data and price lists can be made available on the Web. This information can easily be updated.

Slash hard-copy distribution costs- Using Web, there is virtually no cost attached to distributing large amounts of information & material can be made available on a more regular basis.

Give customers more control- with a website, customer has control. Customers decide when to get information they want from the website. There is no need to play tel tag with sales reps or technicians- another expensive barrier to trade. When selling into foreign markets, foreign customers feel as though they are dealing with someone nearby, just on the other side of computer screen, no further away than a local website.

Get closer to customers- by getting customer to respond to customer surveys & by giving customer greater control over product information, purchase decision & follow –up support, company is able to get closer to the customer. This is a prelude to develop an ongoing long term relationship with customers.

Develop a relationship with the customer- Relationship building goes beyond drawing company & customer closer together. It’s about sharing a common interest where customer proactively seeks out company 7 its product. Locking customers into your firm’s value proposition through integration of their systems with your own makes it difficult for the customer to move to your competitors. Foregoing closer relationship with customer add considerable weight to your firms marketing efforts & ultimately helps reduce risk for all involved.

Turn Paper manuals into digital documents- With the Web, this information can now easily, cheaply & quickly be turned into online information sources for all to see, irrespective of where in the world they are.

Position you customer for the future- information superhighway is the future. International online is community is already here 7 is growing at a dramatic rate. This is an environment that will dominate our future social & business activities. Innovative 7 proactive company will take opportunity now to position itself as a major player for the future.
Customer service takes different forms in different industries 7 in different foreign markets-

Some cases, support is targeted at resellers & distributors while in other instances, support may be focused on final consumer, or combination of both. Some intermediaries may require more support than others.
Ideal support is to help your customer or distributor receive as much value-added benefit from your product. This customer service will include customer support & training, customer help-lines, news about new product development, price changes. Internet powerful tool in providing customer support.
INTERNET ALSO HAS SOME WEEKNESSES

Accurate statistics & other market information not always available. Anyone can post info on the Net &n there is little control over quality or reliability of information. Availability of info inconsistent, useless information & sites to wade through to get to what is useful.

Planning your online market research

If you don’t plan your research activities, you will soon be off track & will waste valuable time. Several distinct steps recommended:

1. Determine what you need to –set your research objective.if you don’t know where you are 

    going then it’s likely you will take a long time to get there.

2. Formulate your questions carefully – jot down possible keywords to use in your search efforts. Think about combination of keywords that can assist you further narrowing your research.

3. Beware of spelling & grammar – not all words are spelt as they are in SA(e.g  colours vz colors), maximize vz maximimise). Countries use different words from those we do (e.g torch vz flashlight, lift vz elevator). Grammar, capitalization, colloquialism, punctuation, spelling have major impact on success you have in finding information on the Net.

4. Choose suitable sources of information – choose search engine you believe will bes help you achieve your search objective. Use a keyword search engine (e.g Alta Vista, Infoseek or Hotbot) if you are looking specifically for documents containing certain words or combination of words.

Alternatively, USE A CONCEPT BASED SEARCH ENGINE ( SUCH AS Excite) if you are looking for a particular topic such as aviation, hotel accommodation in Germany. Use a directory (such ss Yahoo, Ananzi or Max) if you are looking for popular site or particular category of information.

Not always necessary to use search engines to find information you are looking for. Some websites serve as excellent springboards to valuable & relevant information eg international trade site such as International Trade Centre at http://www.intracen.org could be useful starting point to find further information about exporting.

5. Make sure you know how a particular search engine works – print out help pages from the search engine you intend using & work through instructions, especially instructions that shows you how you can narrow your search focus. Beware of shortcomings of each search engine.

6. Study the results that you get from the search engine for relevant Websites – you need to find relevant sites within first ten to fifty results. Identify suitable sites require (a) insight into subject you are researching , (b) clarity about subject/topic you are researching.

When you identify a potentially informative site, explore this site for further information & possible links to other useful sites – need to ascertain whether site you have found contains suitable information about the subject you are interested in, Example sites for possible links to other sites that may contain relevant & useful information.

If you find a useful site, bookmark & print the site – most browsers have ability to record address of particular site. Do so before you move on & forget address of site you were in. Alternative is to print home page of a site you believe can be useful to you. Site address & date on which you visited site usually recorded on printed page. Examine information more closely offline & at your leisure.

Evaluate the information you have obtained – organize & compile information you have collected into some order, to make it easier to evaluate. Constantly keep track of information you have uncovered to deter whether you have sufficient information for your need, or whether you still need to look further.

A customer – oriented approach

With cyber-marketing it’s possible to make customer point of focus of your organization. Through your website, you can engage with customer & draw him into organization & build a relationship with individuals.

Adopting a customer – oriented approach is a philosophy tha should underpin internet rather than a result of the internet. When embracing cyber-marketing you always put customer at centre of what you do.

14.5.4 Online customer relationship management(CRM)

Internet is a valuable tool to establish closer ties with customer- be it final customer or business customer. Aim of CRM is to ensure that by establishing closer ties with customer they will be “locked in for a lifetime”. Main advantage of internet is it opens up a convenient channel of communication with customer on a number of topics such as , inventory control, product support, customer service, information support. A supplier company that has a direct, interactive channel of inventory information with a client firm will probably have a stronger long-term relationship with this buyer than an outside supplier who doesn’t have access to the inventory database.

(CRM)- Web is accelerating process in which selling products becomes more a matter of establishing N ONGOING RELATIONSHIP THAN OF PERFORMING A SINGLE ISOLATED TRANSACTION. Essential to create online environment that locks customer in to your company.

Business value can be provided on three fronts (1) online environment can be developed in such a way it adds value to customer in its own right. (2) product/service that company sells must add value in itself. (3) staff & physical business processes (eg distribution logistics) of organization must be geared towards enhancing customer experience with company.

Behind the scenes

Companys  front –end & underlying systems facilitate customer interaction & two-way communication at any time or place, every suitable channel from e-mail to discussion forum – should be used to this end. Systems should be able to track customer & their preferences, habits & buying patterns & to remember them when they return.

This knowledge must be auctioned & repeatable. The front-end & content will be customized or personalized based on knowledge that has been gathered about each customer.

The broad objective behind implementing an online CRM System includes:

-segmenting customer into different value & profile groups.

-improving two-way , any time, any place communication with customer.

-involving customer in improving firm service levels by soliciting constant feedback from them

-ensuring customer receives consistent service

-Reducing cost of getting customers, particularly second time round

-ensuring customer stay with you over a lifetime

-increase your share of customers

-reducing the prospect-to-scale cycle time

-leveraging value from cross-selling & up-selling

-enables a company to harness value of their customer as an actionable, durable asset

IDC suggests that CRM system must be flexible enough to adjust constantly & regularly to changing business rules. Customer reactions with Web front-end will be tracked & online trends analyzed in order to understand why certain events have happened.

Predictive model is then built to address alternative future scenarios, before putting changes into place. These new changes or “adjustments” start process rolling again. In this way, a self-sustaining closed loop is created to optimize customer relationship with firm. System must be scalable as the organization grows & various customer interfaces merge into a symboliotic whole & increase amount of data & knowledge is generated. It must be available 24 hours a day.

One-to-one marketing

Is about marketing to a single customer as an individual. Is an integrated approach that permeates all parts of an organization: marketing, sales, production, service, finance. It’s the guiding vision that drives the whole company 7 views all of firms customer as individuals and strives to meet their individual need. These approach recognize lifetime value of a loyal customer and will regularly return to make further purchases because company meets his individual needs, one-to-one marketing is therefore an important component of customer relationship marketing.

One-to-one marketing is comfortable “fit” with marketing concept which stresses customer needs & an integrated approach. One-to-one marketing is not easy. Companies tend to segment their customer base & try to package their marketing efforts to meet needs of different segments of marketing. Internet changes this.

Internet makes it possible to generate marketing efforts that address individual needs eg customer personalized the firm’s website to meet their unique requirements. Companies such as Amazon track their customers meanderings through website to see what they are interested in, what they buy & where they spend most of their time & money. This information is used to adapt website “on the fly” – in real time – in an attempt to meet needs of customers.

A large number of websites today allow their customers to personalize their website to meet their own requirements.

Online customer service support

Aim to create closer ties with clients (CRM) by providing them with better customer service & support than competitors are able to. Benefits of providing better service & support :

· Automate routine procedures- possible using Web technology to automate responses to customer enquiries eg should a customer lodge a query, file a complaint, require certain information, company’s website will automatically respond with e-mail, acknowledging receipt of query which should generate positive customer response. Alternatively, company may post answers to FAQ’s so when customers has questions, they can find an answer already posted under FAQ section.

· Offer 24hr support- internet is available 24hrs, 365days a year. Customers can log on to website anytime of the day & search for information or assistance, or look up for product information. With ability to respond automatically to an enquiry, it is possible to arrange that acknowledgement be e-mailed automatically to customers. Customer can lodge an enquiry at 02:00am & receive an initial reply almost immediately.

· Keep technical information accurate & up-to-date- using enormous space available on the Web, product catalogues, technical manuals & data and price lists can be made available on the Web. This information can easily be updated.

Slash hard-copy distribution costs- Using Web, there is virtually no cost attached to distributing large amounts of information & material can be made available on a more regular basis.

· Give customers more control- with a website, customer has control. Customers decide when to get information they want from the website. There is no need to play tel tag with sales reps or technicians- another expensive barrier to trade. When selling into foreign markets, foreign customers feel as though they are dealing with someone nearby, just on the other side of computer screen, no further away than a local website.

· Get closer to customers- by getting customer to respond to customer surveys & by giving customer greater control over product information, purchase decision & follow –up support, company is able to get closer to the customer. This is a prelude to develop an ongoing long term relationship with customers.

· Develop a relationship with the customer- Relationship building goes beyond drawing company & customer closer together. It’s about sharing a common interest where customer proactively seeks out company 7 its product. Locking customers into your firm’s value proposition through integration of their systems with your own makes it difficult for the customer to move to your competitors. Foregoing closer relationship with customer add considerable weight to your firms marketing efforts & ultimately helps reduce risk for all involved.

· Turn Paper manuals into digital documents- With the Web, this information can now easily, cheaply & quickly be turned into online information sources for all to see, irrespective of where in the world they are.

· Position you customer for the future- information superhighway is the future. International online is community is already here 7 is growing at a dramatic rate. This is an environment that will dominate our future social & business activities. Innovative 7 proactive company will take opportunity now to position itself as a major player for the future.

Customer service takes different forms in different industries 7 in different foreign markets-

Some cases, support is targeted at resellers & distributors while in other instances, support may be focused on final consumer, or combination of both. Some intermediaries may require more support than others.
Ideal support is to help your customer or distributor receive as much value-added benefit from your product. This customer service will include customer support & training, customer help-lines, news about new product development, price changes. Internet powerful tool in providing customer support.[image: image1.png]
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