TOPIC1: The MARKETING Environment
Study unit 1: Promotion & Distribution Management
1. The nature of communication(Study guide only)
Communication is a process which involves obtaining, disseminating and utilising information necessary for planning, organising, leading and controlling activities (the management functions) in a well-managed business enterprise. 
Communication can take place either verbally (in the form of oral and written communication) or non-verbally (through body language). The importance of body language lies in the fact that verbal messages make up only a part of all daily communication. Researchers have found that only about 35 percent of the meaning obtained from communication comes from verbal messages, while approximately 65 percent of the meaning is conveyed by non-verbal communication. It is therefore essential to be able to interpret the body language of consumers. Sales personnel must be taught to read customers' body language as this can help them to increase sales. Body language can also help them recognise those customers who will not buy a specific product and to realise that continued nagging will only frustrate the customer.
Business enterprises function within the context of an external environment This environment consists of customers, suppliers, the general public, government departments and the country as a whole. Communication has to become two-way, rather than one-way. Effective interaction rather than mere communication is needed.
The overriding objective of all business communication is to persuade, that is, to persuade customers to buy an enterprise's products, to persuade the government to grant subsidies, to persuade the public to be well disposed towards the enterprise, to persuade workers to be productive, to persuade investors to invest money (by buying shares), to persuade the trade unions to be cooperative, to persuade managers to exercise better control, and so on.
Retailers must therefore provide customers with the necessary information so that the customer can decide whether the price being paid for the product is worth the value that will be derived from the product.
In conclusion, therefore, all business communication is directed at supplying information, and persuading and reminding a person or a group of people to act in a specific way. I

2. The communication model (Study guide only)
The communication model represents the activities which occur when a message is sent by a communicator to a recipient. 
The communicator encodes the message using all kinds of verbal and non-verbal symbols which make the message clear to the recipient. In his or her formulation of the message, the communicator wants to convey his or her intention clearly to the recipient. The choice of symbols used in the marketing communication message is thus crucial.
The message presented is a combination of symbols. This combination determines the meaning of the message. If the symbols are foreign to the recipient, but familiar to the communicator, there is a good chance of the message being misinterpreted.
This simple example shows how important it is for all the symbols in a message to convey their meaning to the recipient. In advertising, familiar symbols and situations should be used to transmit the message and to reduce the risk of possible misinterpretation. Different symbols are used in different elements of the promotion mix. Sales representatives, for example, mainly use verbal phonetic symbols (language) when they transmit a sales message to a customer. A variety of non-verbal symbols, such as gestures and posture, supplement and reinforce the message.
Alternatively, in brochures and other sales material, the symbols used are the written words and pictures. Sales representatives must integrate all these symbols to formulate a message with persuasive force.
Before sending a message, the communicator must select a particular communication channel which is appropriate for the intended recipient.
The recipient decodes the message and assigns meanings to the symbols used. By studying the recipient's reaction (eg through market research), the communicator can see whether the message has in fact been decoded correctly.
Noise can cause the recipient to decode the message incorrectly. Noise refers to any external factor which interferes with the transmission of the message and which is not controlled by the communicator
When the message is decoded, the recipient reacts in a certain way, thus providing feedback to the sender (the source of the message).
If the message is such that the recipient misses it, distorts its meaning or, for the sake of convenience, forgets it, the recipient is not reacting as the communicator had intended. It is the communicator's task to formulate and transmit the message in such a way that the recipient receives it and that it is not open to misinterpretation. The communicator's intention is to persuade the recipient to follow a certain pattern of behaviour. Obviously, the aim of promotion is to persuade the recipient to buy a particular product

3. Distribution (TXTB 262 – 264)
Distribution channel - is a series of firms or individuals who participate in the flow of goods and services from producer to final user or consumer.
Distribution Channel Participants
Major channels for consumer goods include:
· Producer to consumer
· Producer to retailer to consumer
· Service provider to consumer
· Service provider to agent to consumer
· Producer to wholesaler to retailer to consumer
· Producer to wholesaler-agent to wholesaler to retailer to consumer
Major channels for organisational products are:
· Producer to user
· Producer to wholesaler to user
· Producer to agent-wholesaler to user
Wholesaler - a business that is primarily engaged in selling merchandise to retailers; to industrial, commercial, institutional or professional users; or to other wholesalers.
Retailer - a business that sells goods and services to the consuming public for their own use and benefit. 

Study unit 2: The Marketing landscape
1. Marketing management and the marketing environment (TXTB 30)
The marketing environment consists of 3 sub-environments as follows:
· The micro-environment refers to the internal variables that can be controlled by management, such as the staff to be appointed, funds to be used, the mission statement and the marketing objectives of the organisation.
· The market environment refers to those forces outside the business, such as consumers, competitors and suppliers. This environment can be influenced or partially controlled by management.
· The macro-environment refers to the external forces which the individual business cannot influence, but which directly or indirectly influence the business, such as economic, political and technological factors.

2. The composition of the marketing environment (TXTB

2.1. The micro-environment (TXTB 31 – 37)
The microenvironment consists of the forces close to the business that affect its ability to serve its customers.
Requirements of a good mission statement:
· It should describe the business and the customer domains of the business.
· It should describe the organisation’s responsibilities to the people with whom it interacts.
· The mission statement should provide details of how the organisation’s objectives will be realised.
· The mission statement should also show how the business should compete in the marketplace.
· It should also be realistic and acknowledge how it will acquire, maintain and use resources.
· The mission statement should also refer to the organisation’s sustainable competitive advantages.
The Variables in the micro-environment
Variables in the micro-environment controlled by marketing management include:
Mission of the business
A mission statement defines the fundamental, unique purpose of a business and identifies its products or services and customers. It is a declaration of the 'reason for being' of a business.
A company's mission statement should clearly be more concerned with its customers than with other processes or problems.
Selection of the target market
Target market must be big enough for the company to meet its stated objectives and to ensure the long-term survival and growth of the business. 
An objective can be defined as something the organisation wants to achieve over a set period of time. "The objectives of a business are therefore directly  linked to the mission statement."
Marketing objectives
5 requirements of marketing objectives:
1 They should relate to a single, specific topic
2 Objectives should relate to a result, rather than an activity to be performed
3 Objectives should be specific and measurable
4 Objectives should be challenging but achievable
5 Objectives should be set within a timeframe

Business or long-term objectives
8 major areas in which a business should set objectives:
1 Market standing – A business should decide which products and services it wants to sell and to whom it wishes to sell them.
2 Productivity – This is the ratio of inputs and outputs of a business. Productivity improvements objectives can be set in several areas.
3 Innovation – A business that plans to remain competitive in today’s environment should be innovative, and should plan new products.
4 Physical and financial resources – Objectives should be established with regard to plant equipment and supply of raw materials. Objectives should also be set in terms of how financial resources are to be generated and utilised.
5 Probability – Profit is the reward for the capital investor or the entrepreneur.
6 Manager performance and development – Businesses should set objectives that relate to the quality of management performance and ensure the development of people at all levels of management.
7 Worker performance and attitudes – Objectives should be set regarding factors such as output per employee and quality of product.
8 Public and social responsibility – Objectives should be set that will address the public and social responsibility initiatives of the business.

Functional or short-term objectives
1 Profit – To maximise profitability and to achieve the highest possible rate of return on investment (ROI).
2 Customer orientation – The marketing strategy must be based on the satisfaction of customer needs and wants.
3 Survival and growth – Marketing management must continually strive to survive, particularly in difficult circumstances.
4 Increase in sales and market share – A large market share relative to that of competitors ensures a high sales volume and lower unit costs with regards to production and marketing.
5 Efficiency motive – All companies strive for efficiency
6 Marketing instrument objectives – Other marketing objectives can be set for the different functions in the marketing department, depending on environmental circumstances.

Resources, skills and abilities
The resources) skills and abilities of the organisation are controllable elements of the micro-environment and are employed to take advantage of external opportunities and to counter threats.
The strategic use of these elements is important, and is the responsibility of management. 
These resources include available capital and the skills needed to create an effective organisational structure in which employees are able to function to the best of their abilities. 

The marketing instruments
The marketing instruments are under the direct control of marketing management. 
The marketing instruments are also known as the marketing mix or the four Ps of marketing. They are:
· Product - Which product or products can be offered to meet the perceived needs of the consumer
· Price - The price of the product must reflect its value to the consumer. 
· Place - Customers' buying patterns will determine where a product should be available.
· Promotion - Promotion concerns the marketing communication methods used to inform the target market of the product.
· 
2.2. The market environment (TXTB 37 – 40)
The Variables in the market environment
The market environment refers to those elements or variables that may be influenced by the organisation but which cannot be controlled by the organisation.
The market environment always has two sides: a supply side and a demand side. 
· On the supply side are all the other businesses offering similar products to the market (competitors). There are also the suppliers who market their own products or services b to the business. Manufacturers and wholesalers are usually the suppliers on the supply side of the market.
· On the demand side are all the possible consumers of the products, services or raw material components the business offers. The marketer purchases merchandise from its suppliers and sells it to consumers.

Suppliers:
Suppliers are businesses and individuals who provide the resources the business needs to produce its goods and services

Consumers:
Five types of consumer markets include:
· Consumer markets are individuals and households who buy goods and services for personal consumption.
· Industrial markets or business-to-business markets are made up of organisations that buy goods and services for further processing or for use in their manufacturing process.
· Reseller markets buy goods and services and resell them at a profit.
· Government markets are made up of government agencies that buy goods and services in order to produce public services or transfer these goods and services to others who need them.
· International markets are foreign buyers, including consumers, producers, resellers, and governments.

Competitors:
Competition can be defined as a situation in  the market environment in which several businesses offer similar kinds of products or services and compete for the business patronage of tile same customer.

Competitive markets structures include:
· Monopoly – A monopoly exists when a business is marketing a product with no real substitutes. The company essentially has complete control over the supply of the product.
· Oligopoly – An oligopoly exists when there are relatively few businesses marketing a particular product, and they control much of its supply. Products in oligopolistic competition may be homogeneous such as coal or steel. On the other hand, they may be differentiated, such as motorcars or cigarettes. The furniture and motor industries are examples of oligopolies.
· Monopolistic competition – is found when a large number of businesses are marketing the same or similar products. Each business attempts to differentiate its products to convince consumers that its product is the one to buy. Soft drinks, coffee, tea, soap powder, TV sets and computers are typical examples of products of these types of businesses.
· Perfect competition is the ideal situation, but it does not exist. If it did it would be a market with an unlimited number of sellers, not one of which could significantly influence the price or the supply of the products. The closest example of perfect competition is the market for agricultural products, sold informally at road stalls or at a farmer’s market.

2.3. The macro-environment (TXTB 40 – 44)
The Variables in the Macro-environment

The macro-environment = refers to those factors or variables in the environment over which the individual business has no control and on which it has little effect. These factors influence the business and need to be constantly monitored as they continually change.

The different variables are:
· Political and legal environment
· International environment
· Physical environment
· Technological environment
· Economic environment
The economic environment includes the following:
· Inflation
· Interest rates
· Unemployment
· Consumer income
· Exchange rate
· Monetary policy
· The business cycle

· The socio-cultural environment

3. SWOT analysis (TXTB 44 – 46)
A SWOT analysis is a useful instrument for helping managers to identify internal strengths and weaknesses of a business and external opportunities and threats facing it.

Components of a SWOT analysis:
· Strengths – A strength is a resource, skill or other advantage relative to competitors and the needs of the market which the business serves or expects to serve. It is a distinctive competence that gives the business a competitive advantage in the marketplace.
· Weaknesses – A weakness is a limitation or deficiency in resources, skills and capabilities that seriously impedes the effective performance of a business. Facilities, financial resources, management capabilities, marketing skills and brand image can be sources of weaknesses.
· Opportunities – An opportunity as a favourable element within a business environment that can be exploited by management. The identification of promising opportunities is an absolute prerequisite for the profitability, survival and growth of a business.
· Threats – A threat is a major unfavourable event within a business environment that can lead to the failure of a product or service, or ultimately the business itself. It is the responsibility of management to identify any such threats, real or potential, and to take the necessary steps to counteract these threats.

4. Environmental scanning (TXTB 46-47) 
Environmental scanning - the measurement, projection and evaluation of change in the different environmental variables.

The importance of environmental scanning:
· It helps the business to capitalise on early opportunities, rather than lose to competitors. In other words, it allows the business to obtain a first-mover advantage by taking action before the competition.
· It provides an early signal of impending problems or threats, which can be defused if recognised well in advance.
· It sensitises the business to the changing needs and wants of its customers.
· It provides a base of objective information about the internal strengths and weaknesses of a business that determines its ability to counter threats or utilise opportunities.
· It improves the image of the business by showing that it is sensitive and responsive to its environment.



TOPIC 2: Distribution Management
Study unit 3: Retailing
1. DEFINITION OF RETAILING.(TXTB 313 – 314)
Retailing is defined as selling products to consumers for their personal use.
A retailer is defined as a reseller from which a consumer purchases products. In the majority of retail situations, the organisation from which a consumer makes purchases is a reseller of products obtained from others and not the product manufacturer. Some manufacturers also operate their own retail outlets in a corporate channel arrangement. As a reseller, retailers offer many benefits to customers. For consumers, the most important benefits relate to the ability to purchase small quantities of a wide assortment of products at prices that are considered reasonably affordable.

2. Classification of South African retailing (TXTB 314 – 316)
Different types of retailers

Classifying retailers by ownership:
· Independent Retailers – are single-unit entities that are not covered or controlled by any other organisation.
· Leased department retailers – are independents that own the merchandise stocked but lease floor space from another retailer.
· A chain store - is one of a group of 2 or more stores of a similar type, centrally owned and operated.
· Corporate chain – chains with 11 or more stores.
· Retail franchises – are a special type of chain with central planning and independently owned outlets.
· An ownership group - an organisation made up of various stores or small chains, each having a separate name, identity and image but all operating under the ultimate control of a central owner.

Classifying retailers by prominent strategy:
Two broad strategies:
· In-store retailing - categorised as speciality, department, supermarket and convenience stores, or as a general mass merchandiser, catalogue showroom, warehouse club, specialty mass merchandiser, off-price or category superstore.
· Direct marketing - includes mail-order, door-to-door, e-tailing and vending machines.

In-store retailing includes:
· Speciality stores - sell a single product or a few related lines  - sport equipment
· Department stores - offer a wide variety of products and generally provide a full range of customer services
· Supermarkets - are large, self-service, departmentalised retail establishments that sell primarily food items.
· Convenience stores - typically charge higher prices than other retailers and are, in essence, small supermarkets that carry high-turnover products only,Woolworths
· Mass merchandise retailers or superstores -  sell at discount prices to achieve high sales volume. Makro
· Catalogue showrooms / service merchandise - : use published catalogues that identify products for sale in the store, Verimark
· Off-price retailers - are speciality mass merchandisers that aggressively promote nationally known brand names of clothing at low prices, for example Meltz Clothing stores.
· Category superstores or category killers - are mass merchandise discounters that specialise in a certain product category. such as Toys R Us

Direct marketing (non-store retailing)
· Mail order catalogues
· Magazine advertisements
· Television home shopping
· Telemarketing 
· Door-to-door selling
· Vending machines

Classifying retailers by type of shopping centre includes:
· Convenience stores - - It has a smallish trade area and is located in a suburb or near an apartment block or area.
· Neighbourhood centre - Contains a small supermarket, small chemist, hardware store, video I DVD rental store, one or two fast food outlets and a general dealer.
· Power centre - It usually consists of more than one anchor store , a department store , a mixture of clothing stores, stationery store , one or two restaurants and some · fast food outlets.
· Community centre - Usually contains a discount store or a -department store, a supermarket, a large chemist, doctors consulting rooms and a few convenience stores.
· Area centre - Contains up to three or four departmental stores and a wide variety of speciality or convenience stores, restaurants, cinemas, fast food outlets, 
· Speciality centre - Contains mostly stores that sell similar items, such as clothing, home decor and furniture, or technology 
· Theme centre -  A shopping centre built around a particular theme, such as Gold Reef City

2.1. Service  (TXTB 317)
Retailers are classified according to the amount of service they offer 
Services offered are divided into three broad categories: 
· Self-service retailers -consumers perform activities on their own - groceries at a supermarket. 
· Limited services - cash & carry wholesalers which do not deliver products.
· Full service- online shopping where the retailers deliver products to customers.

Services provided by retailers
These include:
· Comfortable location 
· Variety - 
· Re-assortment
· Processing
· Information
· Ownership
· After-sales service
· Financing
· Social interaction
· Ordering

2.2. Relative prices(Study guide only)
Discount stores and off-price factory shops offer products to the consumer at a lower price than general retailers’ .Discount stores sell products at lower prices by selling bigger volumes, while off-price factory shops buy products at less than wholesale prices and then sell them at lower prices than general retailers.

2.3. Retail organisations (TXTB 314-317) – see section 2 above.
Retailers in South Africa are also categorised as:
· Corporate chains, 
· Voluntary chains or 
· Franchise operations.




3. RETAIL INNOVATION – Theories!!!(Study guide only)
3.1. Wheel of retailing(Study guide only)
New kinds of retail merchants enter the marketplace as low-priced, low-margin and low-esteemed innovators serving price-conscious consumers. Over a period of time, these retailers upgrade their stores and their offerings, eventually resulting in a group of high-priced, high-margin retailers catering to higher-income consumers. This upgrading leaves these retailers exposed to new low-priced, low-margin competitors who begin to turn the wheel again.
A weakness of the wheel of retailing theory is that it is not the only explanation for the evolution of low-priced retailers into higher-priced merchants. There is, for example, a general upward trend in incomes and standards of living in our society and so retailers upgrade their merchandise and stores to serve a more affluent market. In addition, retailers attempt to differentiate between themselves and avoid direct competition by adding more services - this results in imperfect competition.

3.2. Retail accordion (Study guide only)
As new forms of retail institutions develop, they alternate between offering broad (general) and narrow (specific) merchandise assortments. The accordion effect refers to the expansion of the assortment by a new form of retailer (such as a general store) and the ensuing contraction of the assortment by the next new type of retailer (say, a specialty store).

3.3. Natural selection (Study guide only)
Two other explanations for the evolution of retail institutions are the adaptive behaviour and natural selection concepts, which are quite similar. Adaptive behaviour postulates that certain types of retailers emerge as a response to environmental conditions. When the conditions change, the retailing form will cease to exist. This explains both the initiation and termination of a form of retailing. The natural selection concept is drawn from Darwin's theory of ``survival of the fittest''. This means that the species adapting most effectively to their environment will thrive and grow, whereas those that are not responsive will perish. For a retailing institution to survive, natural selection forces its management to understand and adapt to the environment in which it operates.

3.4. The dialectic process (Study guide only)
When an established form of retailing (thesis) is faced with competition from an innovative challenger (antithesis), the established retailer tends to adopt the mode of operation of the new challenger. In turn, the innovator embraces certain characteristics of the established retail form. This adaptation process results in the creation of a new form of retailer, combining the characteristics of the established and innovative retailing forms (synthesis).Once the new form becomes established, it is vulnerable to new competitors and the dialectic process begins again.

3.5. The retail life cycle(Study guide only)
Retail outlets are as prone to life forces as the rest of us. The concept of a life cycle provides a plausible and useful explanation for the emergence and decline of the different shopping centre formats. The four stages of the cycle are innovation, accelerated development, maturity and decline.
These stages are differentiated by the following attributes: market factors, shopping centre developer strategies and retailer-tenant strategies.

3.6. The combined theory(Study guide only)
This theory is a result of the combination of both the accordion and the wheel of retailing theories. It comprises four stages. The first stage is the birth stage where a narrow range of products are sold at low prices. The product range increases through the stages, which attracts competition.. The second stage is the growth stage and the third stage is the mature stage. The final stage is the decline stage










4. TRENDS IN SOUTH AFRICAN RETAILING (Study guide only)

4.1. Out shopping (Study guide only)
The advent of improved road networks has given rise to a new South African consumer who is better informed. These consumers spend time travelling to other trade areas outside their community; they are, therefore, referred to as out shoppers.

4.2. Diversification (Study guide only)
Although retailers have been expanding globally, they are still leveraging their local customer base.
Two types of diversification:
1. Organisational growth 
2. Expansion in unrelated fields.

4.3. The strength of the informal retailer (Study guide only)
The informal retail market in South Africa is an important sector with an estimated turnover of R34 billion. The informal sector is acknowledged as an important delivery channel of goods to customers. Many believe, however, that this sector may have peaked, as more formal shopping centers are being developed in disadvantaged areas.

5. RETAIL STRATEGY (Pages 320 - 321)
A retail strategy is a long-term plan of action designed to achieve a particular goal, most often ``winning''. Strategy is different from tactics or immediate actions, as it is extensively premeditated, is often practically rehearsed and has resources at hand. Planning and analysis have become increasingly important due to increased retail competition, shifting economies and changes in consumer expectations. The marketplace has fast become the domain of those retailers who know how to use their core strengths to dominate. 

Retail management strategies:

· Merchandise assortment. By performing the assortment function retailers build desired mixes of varied goods to match the target market's needs and wants with the selection of merchandise. 
· Location. While an out-of-the-way location can compensate consumers with a wider selection or low prices, successful retailing requires the right location. 
· Atmospherics. This refers to the physica1 characteristics of the environment - such as the appearance, layout and displays 
· Customer service. Courteous personal service and information from salespeople may differentiate success from failure.
· Store image. The way in which the store is defined in the shopper's mind, partly by the functional qualities (decor, layout, colours, signage, etc.) and partly by an aura of psychological attributes such as atmosphere, smells and mood. 
· Database management. Retailers who have direct contact with customers are in the ideal situation to build proprietary databases - information concerning who buys what products and when. 
· Internet strategy. Many e-commerce companies, for example · Amazon.com and Kalahari.net, were founded to conduct business on the Internet while many established businesses struggle to incorporate this new approach.

Study unit 4: The Distribution Channel
1. CREATING CUSTOMER VALUE THROUGH DISTRIBUTION.(TXTB 270 - 276.)

Following are primary value chain activities:
· Inbound logistics - the receiving and warehousing of raw materials, and the distribution of these raw materials to manufacturing as they are required.
· Operations - the process of transforming inputs into finished products and services.
· Outbound logistics - the warehousing and distribution of finished goods.
· Marketing and sales - includes the identification of customer needs and the generation of sales.
· Service -  includes the support of customers after the products and services are sold to them

These primary activities are supported by
· the infrastructure of the firm
· the management of human resources
· technological development
· procurement

2. THE EMERGENCE OF THE DEMAND CHAIN.(TXTB 297 – 302 – Supply Chain)

"Supply chain management refers to the integration of the logistics requirements of the supplier, distributor and customer into one cohesive process. It entails demand planning, forecasting, materials requisition, order processing, Inventory allocation, order fulfilment, transportation services, receiving and payment."

Primary decisions made within a supply chain include:
· Developing - . New product development and design; product innovation; and or product adaptation.
· Planning - Determining the quality of the final product; designing or adapting manufacturing processes.
· Sourcing - Choosing suppliers; locating suppliers; deciding how much raw materials to order; designing transportation channels.
· Production - 'no Location of production plants (domestic and or international factories); whether to make, buy or lease production facilities, plants and tools; deciding on the capacity of production plants; decisions about manufacturing products ' according to quality specifications and market focus (low cost leader, differentiation strategy),
· Inventory - How much inventory of raw materials, intermediate products, semi-finished products or finished products to hold (safety stock); deciding on whether the company should follow a JIT approach (just-in-time according to orders); how much · to order; when to order.
· Transportation logistics -The best way to get the product to the customer (road, rail or air); mode of transport; shipment size; location of distribution centres in order to keep customer service high and costs low.

Objectives of a supply chain include:
· Increase communication along all nodes of the supply chain to create an uninterrupted flow of materials and products.
· Decrease inventory while still maintaining high customer service levels.
· Reduce the supplier base and develop supplier relationships in order to reduce overall costs.
· Standardise parts as much as possible in order to reduce the amount of inventory to be carried to fulfil customer orders within an acceptable time frame.

The following processes should be managed in the supply chain:
· Product development processes - These are all the activities involved in identifying, researching, developing and test marketing new products as quickly as possible, at the best possible quality and within reasonable cost parameters.
· Inventory management processes -These include warehousing, sorting and storage, and all the activities involved in developing and managing the right inventory levels of raw materials, semi-finished materials and finished goods so that adequate supplies are available while avoiding the costs of high overstocks.
· Order-to-payment processes - These are all the activities involved in receiving orders, approving them, shipping the goods on time and collecting payment. It also includes record goods on time and collecting pay
· Customer service processes - These include customer call · centres and all the activities involved in making it easy for customers to reach the right parties within the company to obtain service, answers and resolutions of problems.


3. THE CONCEPT OF DISTRIBUTION DECISION MAKING (TXTB 279 -289)
Channel Management
Cooperation and Conflict
Channel cooperation occurs when members share harmonious marketing objectives and strategies. 
Channel conflict occurs when members cannot agree and it must be managed.
Channel power is the ability of one organisation in a channel to exert influence over the other members, where the most powerful is the leader.
Referent power occurs when other members respect, admire <tnd identify with the- channel leader, for example SAB-Miller.

Types of conflict:
· Vertical channel conflict –conflict between different levels within the same channel.
· Horizontal channel conflict –conflict between members at the same level within the channel.
· Multi-channel conflict –conflict exists when the manufacturer has established 2 or more channels that sell the same product.

Channel Redesign
Three specific types of channels modification are those associated with product life cycles, customer-driven refinement and the need for multi-channel systems. 

The following are indicators that channel redesign may be necessary:
· Changes in customer buying patterns may signal this need.
· The movement of a product through its lifecycle may also be a stimulus for channel modification.
· Channel modifications may be necessitated by environmental change.
· Changes in economic conditions, such as rapid inflation frequently result in channel modification.
· Changes in industry and competitive conditions such as mergers, acquisitions and buy-outs frequently result in altered channel arrangements.

Ethical and legal concerns

The impact of product life cycle on distribution
introductory stage
growth phase
maturity stage
decline stage

Manufacturer’s push and pull strategies
A pull strategy attempts to stimulate demand for a product by promotional efforts aimed at the customer or industrial user at the end of the distribution channel.
A push strategy focuses the manufacturer’s promotional efforts on the members of the distribution channel itself, rather than the final user.






4. DISTRIBUTION TERMINOLOGY(Study guide only)

Intermediaries - 
Channel management - the way in which a distribution channel is managed. 
Distribution channel is structured in such a way that it links a group of organisations which make a product or service available to the consumer.

5. BASIC CHANNEL FUNCTIONS (TXTB 270 – 276)

Retailing and wholesaling intermediaries in marketing channels perform several essential functions, and these functions make the flow of goods between producers and buyers possible.
Intermediaries perform the following three basic functions:
· Transactional functions. - involve contacting potential customers, promoting products and soliciting orders.
· Logistical functions. - involve transporting and sorting goods to overcome temporal and spatial discrepancies.
· Facilitating functions.  - focus on gathering information about other channel members and consumers, and extending credit and other financial services to facilitate the flow of goods through the channel to the final consumer.

6. TYPES OF DISTRIBUTION CHANNEL(Study guide only)

6.1. Consumer products(Study guide only)

· Direct channel -Here producers make use of telemarketing mail orders and catalogue shopping, for example, to sell directly to consumers.
· Indirect channel. Here the manufacturer uses only retailers to sell to the final user of the product.
· Another indirect channel where the manufacturer moves goods via the wholesaler to the retailer until they reach the final user of the product.
· Four-link channel. This channel is used when an agent is added to the channel. The distribution process starts with the manufacturer and progresses then to the agent, the wholesaler, the retailer and finally to the customer.

6.2. Industrial products(Study guide only)

Different distribution channels for industrial products. These are as follows:
· Direct channel. - used when the manufacturer sells directly to the industrial user.
· Indirect channel. - used when the manufacturer sells goods to an industrial distributor who, in turn, sells them to the final user of the product.
· Two-link channel - useful when the industrial manufacturer is small and does not have the capital to develop its own distribution network.
· Three-link channel - used by a small manufacturer who introduces a new product to the market and uses a network of agents to promote the product to the industrial distributors.

6.3. Services (TXTB 303- 306)
A distribution channel is also required to deliver services to the consumer.
You should note that the distribution channels for services are indicated as follows in the prescribed book:
· Direct channel. This channel is used when the service providers are in direct interaction with the consumer.
· Two-link channel. This type of channel is used when an agent, who provides the service, is added to the channel.
· Another two-link channel. This channel uses a retailer to provide the service to the consumer.

Take note: A dual distribution channel or multiple channel is used when a producer selects two or more channels to distribute the same products to the target market.

Four distinguishing characteristics of services – intangibility, inseparability of production and consumption, perishability and heterogeneity


7. DISTRIBUTION CHANNEL DECISIONS(Study guide only)


7.1. Selection criteria (Study guide only)

· Environmental factors. These factors refer to those variables in the market and macro-environment which may influence the selection of the distribution channel. These include competitive, socio-cultural, political, legal, economic and technological factors.
· Market factors. These factors look at the type of consumer, the needs of customers and their buying patterns.
· Intermediaries. Direct marketers should have resources and capabilities to develop their own intermediaries.
· The manufacturers. Manufacturers which are financially viable prefer a shorter distribution channel.
· The product factor. The type of product determines the distribution channel which will be used. Factors which need to be taken into consideration here are perishability, size and value of the products, fashion products, complex products and standardised products.

7.2. Market coverage decisions (TXTB 268 – 269)

When you have the right distribution channel, you should decide how it will operate.
The ultimate aim is to make a profit by providing value, closing gaps and offerings services which build customer locality.
There are three basic levels of market coverage:
· Intensive coverage. This involves the placement of products in as many locations as possible by using the optimum number of intermediaries.
· Selective coverage. This involves the placement of products in a more limited number of locations.
· Exclusive coverage. This limits the availability of a product to a very small number of locations.



Study unit 5: INTEGRATION OF DISTRIBUTION CHANNELS
1. VERTICAL AND HORIZONTAL INTEGRATION (Study guide only)

1.1. Vertical integration
· Different intermediaries on the vertical level (wholesaler & retailer) work together to ensure distribution activities are synchronized
· Forward vertical integration: when manufacturers obtain ownership of retailers
· More control over distribution channel ensuring smoother flow of products to final consumer
· Backward vertical integration: retailer acquires its own manufacturing facility 


1.2. Horizontal integration
· Integration on a specific level of the distribution channel
· Eg. Edgars, Sales House & Jet all part same group Edcon


2. VERTICAL MARKETING SYSTEMS (TXTB 311-313)

Three types of vertical marketing systems:
· Corporate vertical systems – a corporate vertical system combines successive stages of production and distribution under single ownership.
· Administered vertical systems – an administered vertical system coordinates successive stages of production and distribution, not through common ownership, but rather through the size and power of one party.
· Vertical contractual systems – a vertical contractual system consists of independent firms at different levels of production and distribution which integrate their programmes on a contractual basis to obtain more economies and/or sales impact than they would achieve alone. Three types of vertical contractual systems in SA – retail sponsored vertical systems, wholesale sponsored vertical systems and franchising.

Types of vertical marketing systems

Corporate systems

Contractual systems
Three types of contractual systems:
· Wholesaler-sponsored voluntary chains – organise groups of independent retailers to better compete with large chain organisations.
· Retailer cooperatives – arise when the stores take the initiative and organise a new business entity to carry on wholesaling and possibly some production.
· Franchise organisations – are created when a channel member, called a franchisor, links several successive stages in the production-distribution process.

Administered strategic alliances


3. PHYSICAL DISTRIBUTION/LOGISTICS (TXTB 283 – 297)

3.1. Warehousing (TXTB 285)

3.2. Inventory management (TXTB 286)

3.3. Order processing (TXTB 287 -288)

3.4. Transportation (TXTB 284 )

Physical distribution comprises a broad range of activities concerned with efficient movement of finished products from the end of the production line to the consumer. The purpose of physical distribution –is to mlnimise cost while maximising customer service

Physical Distribution (logistics)
Physical distribution consists of several activities which include:
· Warehousing and Storage
· Order Processing
· Inventory Control
· Materials handling and materials management
· Protective packaging and containerisation
· Transportation

Transportation
The 5 major modes of transportation are:
· Rail transportation
· Road transportation
· Airfreight
· Water transportation
· Pipelines

Warehousing
Consists of 2 major activities: storage and breaking bulk
Reasons why organisations store goods in warehouses:
· Irregular production facing regular demand
· Regular production facing irregular demand
· The desire to postpone the sale of a product until prices are higher
· The desire to have products ready to move when a planned promotional campaign begins
· The need to have inventories handy to meet buyer’s “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 Control
Three major costs of inventory include:
· Acquisition costs – the expenses incurred in obtaining inventory
· Holding costs – the expenses incurred in keeping inventory housed
· Out-of-stock costs – the losses that occur when customers demand goods the marketer cannot provide

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

Materials management and handling

Order Processing

The systems approach to physical distribution and total cost

The systems concept in physical distribution

The total cost concept in physical distribution

Customer Service
Service quality in logistics
Indicators include:
· Damage-free shipments
· Correct and error-free invoicing
· Returns are effortlessly handled
· Unexpected problems are rapidly resolved

Three characteristics of firms that excel in service quality include:
· 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

Performance dimensions to analyse customers’ desired output levels
Marketers must understand what customers actually want, for example:
· Lot size
· Waiting time
· Spatial convenience
· Product variety
· Service back-up
· Cost
· After-sales support
· Product availability
· Capability
· Information support
· Quality – can be subdivided into the following categories:
· Functionality
· Conformance
· Reliability
· Durability
· Safety
· Serviceability
· Aesthetics
· Delivery Performance – has 2 basic characteristics:
· Delivery speed
· Delivery reliability
· Accuracy
· Flexibility – different types of flexibility include:
· Mix flexibility
· Changeover flexibility
· Design flexibility
· Volume flexibility

Flexibility, Inventories and Customer Service


Study unit 6: DISTRIBUTION STRATEGY
1. PLANNING: FORMULATING MARKETING AND DISTRIBUTION OBJECTIVES (Study guide only)
1.1. Buyer preferences

It is important to take note of the customer's needs and preferences. You will notice that throughout your studies in marketing we refer to a customer orientation. This remains the case in distribution strategy. You need to look at the needs and preferences of your customer when deciding on the type of channel that will be established. If your targeted consumers prefer online shopping, for example, then you would be best advised to select this type of channel in order to reach that target market in the most effective manner.

1.2. Relationship considerations 

Whether you are dealing with wholesalers, retailers or directly with the consumer, you need to understand the requirements and preferences of each group so that you can develop an appropriate relationship with them to ensure their continued patronage into the future.

1.3. Degree of market coverage 

The final key decision area that will be discussed is that of market coverage decisions. market coverage decisions entail determining the number of retail outlets that are needed to sell the product. 
This involves deciding between the following market coverage intensities, namely
· Intensive market coverage
· selective market coverage
· exclusive market coverage
In simple terms, when establishing distribution objectives, you must take the distribution intensity that is required into account. If you are selling an item such as bread, you will need to establish distribution objectives to cover as many retail outlets as possible. If you are selling dishwashers, your market coverage and, therefore, the number of retail outlets required, will be more selective.

2. PLANNING: CHANNEL ALTERNATIVES (Study guide only)

The planning of a distribution strategy also requires that three key channel alternatives be evaluated in order to ensure that the most appropriate channel strategy is developed. 3 channel alternatives:

2.1. Channel capabilities and costs

The development of a new channel is an expensive and time-consuming exercise. It is therefore very important to evaluate potential channels in terms of their capabilities and costs in order to determine whether that channel will be cost effective and reach the desired target market. Careful consideration needs to be given to establishing whether a new channel needs to be developed or if an existing channel can be used to piggyback the product to the market/retail outlets in a more cost effective and efficient manner.

2.2. Channel compatibility

The distribution strategy needs to fit in with the overall marketing strategy that has been developed. In other words, each element of the marketing mix needs to support the other.
In the case of a product, the type of product will influence the length of the distribution channel. The type of product will also influence the way in which the product is physically distributed to the consumer or retail outlet. 
Two specific aspects are addressed in the prescribed book, namely, push and pull communication strategies. Each one of these communication strategies has an influence on the type of distribution channel strategy developed and the relationships that have to be established throughout the channel. Make sure that you are able to discuss how a marketing communication strategy influences the distribution strategy that is developed.
Finally, the pricing strategy also needs to be taken into account when developing the distribution strategy. The price-quality relationship that needs to be established must be supported by the distribution strategy.
Higher-priced products are generally distributed to a more selective number of outlets. In the case of high-priced luxury items, the distribution strategy selected focuses on exclusive market coverage. As a marketer, you need to be able to look at the nature of the overall pricing strategy and determine the most appropriate distribution intensity.

2.3. Channel availability

When developing a distribution strategy, it is essential that you make sure that the channel you want to use is available and that you are actually able to use it to reach your targeted market. Should the channel not be available, you will need to either find a way to gain access to the channel or consider other channel alternatives.

3. IMPLEMENTATION: DETERMINING CHANNEL STRUCTURE (Study guide only)

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

3.1. Trial period

While good planning is essential, it is in the implementation stage where the ``action'' takes place. Plans are converted into reality. Planning tries to take all possibilities and eventualities into account, but it is only during the implementation phase where you find out whether or not you have considered everything. It is thus advisable to have a trial period before full-scale implementation. This gives you the opportunity to identify any potential problems before rolling out the strategy on a large scale.

3.2. Set performance indicators 

From the outset, performance standards need to be established and, most importantly, communicated to all channel members. All the channel members must know what is expected of them in terms of product performance and must align themselves to the achievement of these standards. Performance standards reduce the chances of channel conflict and provide the marketer with the ability to measure performance in the control phase.
The performance standards that are set can cover a wide variety of issues.
Hollenson (2006:224) identifies the following as the most commonly used performance criteria, namely
· sales performance
· inventory maintenance
· selling capabilities
· attitudes
· competitive products handled
· growth prospects
When establishing these performance criteria, it is important to consider the nature of the distribution channel and the characteristics of the individual channel members. Variations in each of these require that a unique combination of performance standards be set.

3.3. Create communications networks 

As in all fields of business, it is essential that there are effective channels of communication between all members involved in the process. Communication should be frequent and two-way. It is essential that these communication networks be established in order to ensure that problems are timeously identified and rectified.
Motivation and leadership are important elements of the communication process. Effective motivation and leadership in the channel assists in ensuring cooperation within the channel and makes the implementation of channel strategies a lot easier, especially when there are significant changes to be made. Motivation within the channel can be achieved by making efforts to understand the requirements and problems of the channel members, offering the required support to solve the identified problems, and providing ongoing leadership.

4. CONTROL: EVALUATING CHANNEL PERFORMANCE(Study guide only)

Control refers to the evaluation of the actual performance of the distribution channel; this is done using the established objectives as the basis for the evaluation. In order to manage the distribution channel effectively, it is necessary to understand where there are problems and where there are areas of excellence. The results of this control process are used in the next planning cycle to make improvements and build on areas of high performance.
In evaluating channel performance, two key criteria need to form the basis of all evaluations, namely, channel effectiveness and channel efficiency. Let us briefly put these two concepts into perspective.
.Channel effectiveness involves assessing whether the distribution channel is meeting the goals and objectives of the organisation and its customers. Ferrell and Hartline (2005:217) point out that this involves assessing whether the channel provides exceptional time, place and possession utility. In simple terms this means: Are they providing the right product at the right place at the right time in a manner that is convenient to the consumer?
. Channel efficiency assesses whether the functioning of the distribution channel is cost effective in that waste is eliminated, unnecessary costs are cut and unnecessary activities are reduced.
In this study unit, we will focus on four key areas that need to be addressed in the evaluation of channel performance, namely, the evaluation of financial performance, the evaluation of channel working relationships, the evaluation of ethical and legal issues, and the evaluation of future plans. It is important to note that channels will change over time. The 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. The ultimate objective of any channel is to reach the identified target market in a way that satisfies the needs of the customer while also minimising the associated costs to the organisation.

4.1. Evaluation of financial performance. 

In this evaluation, you need to establish whether or not the members of the channel are making a profit or have the prospect of making a profit. As pointed out in the prescribed book, 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 problems and avoid potential conflicts.

4.2. Evaluation of channel working relationships 

We have pointed out that channels can be extremely short (one or two members) or very long (multiple channels).Channel members have their own objectives, their own ways of doing business and their own individual cultures. Irrespective of the length of the channel, these differences present opportunities for conflict. It is therefore essential that these relationships be evaluated and understood so that any potential conflict can be eliminated. In this regard, three key areas of channel relationships can be evaluated. Let us look at each of these three key areas.

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 the other channel members. The use of this power by the stronger channel member can be either to the benefit or detriment to the functioning of the channel.

Five types of power in a distribution channel which can be utilised to exert channel power :
· Coercive power. A channel member with this type of power can threaten to terminate relationships or deny positive outcomes should a channel member not cooperate with or conform to the dominant channel member's wishes.
· Reward power. This power exists when a channel member has the power to reward channel members for increased performance. The prospect of the reward (eg increased sales) can spur the channel member to greater efforts. This type of power can also be based on the strong financial position of a channel member.
· Legitimate power. Legitimate power is based on the belief that the channel leader possesses the right to exert influence on other channel members and to expect compliance. This requested behaviour might be required in accordance with the terms of a contract or other legally binding relationship.
· Information power. A channel member that is 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, however, diminish over time unless the channel member continually develops its knowledge base. This specialised knowledge or information might include sales forecasts, knowledge of market trends, in-depth insight into the competitive situation or other important consumer related information.
· Referent power. This type of power is 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. The company that holds this type of power has a strong position within a distribution channel. Sony has an image of strong brand quality and many intermediaries want to stock their products and thus be associated with the Sony name.

The concept of channel captaincy is the channel member that is able to control the distribution channel. This channel captain differs from industry to industry and from channel to channel. In the mainstream retail environment, the larger retailers are generally perceived to be the channel captains. In an industry like the motor industry, for example, the manufacturers tend to be the channel captains and have a strong influence over the other channel members.

4.2.2. Channel conflict (TXTB 279 -280)

Individual channel members have their own objectives, which may differ from those of other channel members. This type of conflict is not unexpected, but it must be properly managed to ensure the effective functioning of channel. 
Take note that this conflict can be encountered on the horizontal and the vertical levels 

Some of the most common causes of conflict include the following:
· Goal incompatibility. Individual channel members may have goals which conflict with the goals of other channel members.
· Unclear roles and 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

4.2.3. Channel cooperation

Cooperation is essential amongst channel members to ensure that 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.

4.3. Ethical and legal evaluation (TXTB 281)

Assessment needs to be made to ensure that ethical & legal aspects are being adhered to. Subject to fines which cut into profits & affect image of business in marketplace

4.4. Evaluation of future plans (Study guide only)

The final area of evaluation concerns the future. The marketing manager in this case needs to look at the performance of the distribution channel in the context of future marketing plans. If you see that the current channel does not match plans being developed, changes will have to be made. The outputs of this analysis serve as the inputs for the next planning phase. 

TOPIC 3: INTERGRATED MARKETING COMMUNICATION
Study unit 7: COMMUNICATION PLANNING AND OBJECTIVES
1. INTEGRATED MARKETING COMMUNICATION (IMC) (Study guide only)
The focus in IMC has shifted from one-time transactions to on-going relationships. The sale is not the end of the marketing process, but rather the beginning of a relationship in which the buyer and the seller become interdependent. 
The purpose of relationship marketing is not to secure a sale BUT to maintain long-term relationships between the business, the government, the public, the suppliers of raw materials, the employees, and current and potential customers. 
The emphasis of relationship marketing is moving from a transaction focus to a relationship focus.
IT is ``a planning process designed to ensure that all brand contacts received by a customer or prospect for a product, service, or organization are relevant to that person and consistent over time''.
Can be defined as a holistic approach to promote buying and selling in the digital economy. This concept includes many online and offline marketing channels. 
· Online marketing channels include e-marketing campaigns such as search engine optimisation (SEO), pay-per-click, affiliate, e-mail, banner and the latest web-related channels for webinar, blog, RSS, podcast and Internet TV. 
· Offline marketing channels include traditional print (newspapers, magazines), mail order, public relations, billboards, radio and television. 

2. GENERIC COMMUNICATION OBJECTIVES (TXTB 364 - 367 )

Planning the marketing communications (MC) campaign
Step 1 – The client brief
Step 2 – Strategic Review – the following needs to be considered:
· Consumer, shopper and trade insights
· Competitor analysis
· Brand analysis 
· Environmental scan
Step 3 – The marketing communications brief (commstrat)
Step 4 – Planning the MC Strategies
Step 5 – Presentation to client
Step 6 – Implementation
Step 7 – Review the MC efforts


Study unit 8: INTEGRATED MARKETING COMMUNICATION: ADVERTISING
1. THE MARKETING COMMUNICATION MIX (TXTB 326 – 327)
The marketing communication mix consists of a blend of the following 7 tools:
· Advertising - Advertising is one of the most visible manifestations of a marketer's communication efforts and some people would claim that it is possible to be immune to the constant barrage of advertisements aimed at consumers. Advertising messages are delivered in a wide variety of formats using many different media, including print, television, radio, outdoor and, most recently, digital media such as the Internet and social media. The distinguishing feature of advertising is that it is a one-way form of communication with targeted consumers, referred to collectively as the target audience.
· Personal selling - This tool dominates the marketing communication mix (in terms of money spent) in almost all business-to-business situations and high-involvement products. It would probably be true to say that virtually all organisations start off by selling to a relatively small number of customers, and this is best accomplished by personal selling. In many cases the nature of the product offering is such that it is absolutely essential to present it in a personal way. Personal selling has several advantages, not the least of which is that each customer can be approached in a unique way. But personal selling is expensive and not very practical in reaching large numbers of customers.
· Sales promotion - offers short-term incentives to induce a desired response - such as trial- purchase - from those who are targeted. Note that sales promotion may be directed at three groups: the first group is internal, namely the sales force; the next group is the trade, namely wholesalers and retailers; and consumers are the third group who may be targeted. Specific objectives should be set for sales promotion to be effective.
· Direct response marketing - The key to understanding this rapidly growing tool is the word measurable. More than with any of the other tools of the marketing communication mix, the marketer is able to measure the effectiveness of a particular campaign with reasonable accuracy. But there are also some concerns. One of the main criticisms is that it frequently makes use of direct mail, which is often inferior in quality and is consequently labelled 'junk mail'. In South Africa, the postal service is also not very reliable and often very slow.
· Public relations (PR) - PR can significantly enhance an organisation's marketing efforts. There are sufficient examples of sound and effective public relations efforts that have won national and even international acclaim for their quality. The most 'visible' result of an organisation's public relations activities is publicity. This is frequently (and mistakenly) referred to as 'free publicity. Although, technically, it is true that if an organisation succeeds in obtaining favourable publicity in a newspaper or trade journal, or 'airtime' on television or radio, that space or airtime is not paid t · for. For example, if BMW were to donate 12 new BMW 320i's to the police to combat crime and this is reported in the media, I it is publicity.
· Sponsorship - involves a contract to provide financial and/or other support to an organisation or individual in return for rights to use the sponsor's name (company, product, brand) and logo in connection with the sponsored event or activity. Corporate sponsorship of events has become a major promotional activity for many companies.
· Digital media marketing - In the past 10 years electronic media have become very prominent and important in marketing actions. The Internet, World Wide Web, e-mail, social media like Facebook, and mobile technology such as cell phones have become everyday media. Imagine a world without Internet or e-mail or even a cell phone. Most consumers in their teens have grown up with mobile · technology as the norm and not as something new.

2. WHAT IS ADVERTISING? (TXTB 328 -331)
Advertising is any paid form of mass presentation of ideas, products or services by an advertiser, addressed to selected target audiences with the objective of creating awareness, informing, reminding, influencing or persuading them to buy the product or service or to be favourably inclined towards these ideas, products or services
Involves the following factors:
· Paid form - is paid for and is not free as in the case of publicity. It is a medium that offers a method of bringing a message to the market, but it must be paid for. Advertising is a deliberate and sponsored message disseminated through media such as TV, radio, print or digital media, for which payment is made.
· Advertiser - the advertiser (or marketer) is Advertiser. In advertising, the advertiser (or marketer) is means the market will know who is sending the message to them. The source could, among others, be a company, non-profit organisation, political party or an individual.
· Selected target audience - The reason why a company segments its market is to gain insights or to identify consumer needs and wants and to focus their product offering on this selected audience. It is therefore not aimed at everybody. Each advertisement has a target audience it is intended to reach. The advertising message is, therefore, tailor-made to address and influence the selected target audience.
· The objective of the advertisement - The specific objective varies from one advertisement to another. The ultimate aim of every advertisement is to persuade the target audience to buy or to be favourably inclined towards the product. Specific objectives could be to create awareness, to inform the target audience about the features and benefits of the product, to remind them, to pass on a message (in social media), to establish a particular image or to act in a certain way.

Types of advertising - Can be classified by:
· Purpose
· Primary and selective demand
· Brand advertising
· Corporate image advertising
· Commercial/non-commercial advertising
· Action/response advertising
· Retail advertising
· Target audience
· Consumer advertising
· Business-to-business advertising:
· Industrial advertising
· Professional advertising
· Trade advertising
· Geographic area
· National advertising
· Regional advertising
· Local advertising
· International advertising
· Medium
· Print advertising (newspapers & magazines)
· Broadcast / electronic advertising (radio & TV)
· Out-of-home advertising and cinema
· Digital (Internet, cell phones)

How advertising works
The strong theory of advertising – holds that advertising is capable of effecting change in the knowledge, attitudes, beliefs or behaviour of target audiences. Advertising can persuade someone to buy a product that he/she has not previously purchased.

The weak theory of advertising – states that the strong theory does not reflect the real world and believes that a customer’s pattern of brand purchases is driven more by habit than by exposure to advertising. According to the weak theory, advertising is capable of improving people’s awareness and knowledge and of reinforcing existing attitudes.

What advertising can and cannot do
	Advertising can…
	Advertising cannot…

	· Position a brand
· Remind  a target audience to but
· Announce a new brand or service
· Create brand awareness
· Inform the target audience
· Stimulate impulse buying
· Expand the market and attract new buyers
· Affect direct sales and encourage enquiries
· Announce a price change
· Announce a pack change or a special offer
· Change attitudes
· Increase confidence in a brand or a company
· Reinforce a buying decision and reduce post-purchase regrets
· Remind customers about products, features, etc.
· Fight competition
· Increase sales
· Support stockists, sales and counter staff
	· “sell” an inferior product
· Reach everybody
· Lead to immediate sales (not always)
· Fight off better competitors
· Solve all your marketing problems
· Save a dying brand (not alone)
· Persuade everyone



The role of advertising in brand equity
· Advertising can create and build brand awareness
· Advertising can build brand associations
· Advertising can create perceived trust in the quality of a brand
· Advertising can build a brand’s reputation
· Advertising can build brand loyalty

3. ADVERTISING OBJECTIVES (Study guide only)
These objectives should clarify the basic message to be delivered to the target market; they should also clarify to what audience the message should be delivered and the specific criteria to be used by the retailer to measure the success of the advertising campaign.
 Advertising objectives should
· introduce new products to customers
· initiate shopping
· stimulate the actual purchase of a product
· remind customers to buy
· encourage enquiries
· reinforce a favourable image
· create brand awareness
· rectify incorrect perceptions
· persuade uncertain customers to buy a particular product

4. ADVERTISING STRATEGY. (Study guide only)
The important elements in advertising strategy are the following:
· Target market identification and positioning. Before advertising, the retailer should have a target market in mind. This will help the retailer to decide the medium (ormedia) to use, who to reach and, if necessary, how often to communicate.
· Competitive situation. A retailer should use the different visual forms when advertising his or her products, so that the target market can see the benefits of owning the product.
· Customer behaviour. The retailer should know his or her target market (who they are, where they stay, their usage behaviour, etc) so as to be able to influence them to buy the product.
· Budgets. The adverts are paid for. The retailer should put money aside to pay the SABC (TV and radio), the magazine or newspaper or any media where the advert will be placed.
· Execution. The message should be appealing to the target market. Retailers can make use of different media for this purpose.

5. PLACEMENT AND ASSESSMENT (TXTB · 332 (table 10.3) 333 (table 10.4) )
Table 10.3 Strengths & Weaknesses of print media
	Media
	Strengths
	Weaknesses

	Newspapers
	· Provide visuals and words
· Suitable for high frequency
· Adaptable to change
· Relatively cheap per reader
· Geographically selective
· Buyers use it as a guide
· A good news medium
· High coverage
	· Poor reproduction
· Short lifespan
· Are read selectively
· Reach a general audience
· May advertisers and little chance of dominating
· Clutter
· Low attention getting

	Magazines
	· Good reproduction
· Longer lifespan
· Reach specific market segment
· Usually loyal readers
· National coverage
· Good image creator
· Allow advertorials
	· Limited flexibility due to long lead time
· Many advertisers and little chance of dominating
· Not geographically selective
· Short time to convey the message


Table 10.4 Strengths and weaknesses of electronic and broadcast media
	Media
	Strengths
	Weaknesses

	Television
	· Involves most of the senses
· Viewer is unlikely to ignore the message
· Good for demonstrations
· Programming allows for a degree of psychographic targeting
· Wide coverage
· Prestige value
· Can involve the entire family
· High impact
	· Limited availability of quality time
· No reference back to message
· Relatively expensive media
· Reaches a general audience
· Relatively lengthy preparation
· Repetition can irritate the viewer
· Only national
· High production and flighting costs

	Radio
	· Is  a personal medium
· Geographically selective in regional services; national coverage with certain transmissions
· Can reach specific audiences at certain times
· No literacy necessary
· Listening sometimes habitual
· Offers theatre of the mind
· Low cost
	· Limited availability
· No reference back to message 
· No illustration possible, audio only
· Only a short message
· Is a background medium demanding attention – low attention getting
· Frequency of flighting required to make impact




Study unit 9: PERSONAL SELLING
1. NATURE OF PERSONAL SELLING (TXTB 349 – 351)
What is personal selling?
· Personal selling can be described as the art of helping others to buy or the art of persuading someone to either follow the ideas of the salesperson or to be lead to action.
· Persuasion is ultimately at the core of personal selling.
· Definition: Personal selling is a person-to-person process by which the seller learns about the prospective buyer's needs and wants, and seeks to satisfy them by offering suitable goods or services and making a sale.

The art of persuasive communication
Includes the following 6 techniques:
1. Two-way communication
2. Asking questions
a. A closed question
b. An open question
3. Listening – the following listening skills are important:
a. Listen for key factors, e.g. key expectations, key needs or key problems.
b. Look attentive and show interest in what the prospect is saying.
c. Anticipate what the prospect is trying to get at and what the major issues will be.
d. Subconsciously summarise what the prospect has said to ensure that every aspect is understood.
e. Learn from the prospect’s words, mannerisms, actions, tone of voice and expressions.
f. Listen carefully to the prospect’s answers and avoid thoughts about the next question until the 1st reply has been heard and understood.
4. Body language
5. Magic words - 'savings: 'winning~ 'profits', 'free', 'now', 
6. Total communication skills -successful salesperson is adept at using all the skills of communication - words, voice, eye contact, facial expression and body language. She or he should be able to speak clearly, with enthusiasm and at a steady pace that is understandable. 


2. THE ROLES AND. FUNCTIONS OF SALESPEOPLE (TXTB 351 – 353)

The following sales tasks are performed by salespeople:
· Sales development. Sales development involves the generation of new customers by encouraging a change of supplier or use of a new product or service.
· Missionary selling. Missionary salespeople help pull the product through the marketing channel by providing low-key personal selling assistance, such as ensuring that sufficient stocks are held in the channel outlets. They are sometimes called merchandisers.
· Maintenance selling. Maintenance selling involves generating sales from existing customers.
· Support selling. Here the salesperson provides continuing service to the customer. In addition, they may sell directly by suggesting a replacement rather than repairing an old product.
Some salespeople are mainly order takers (such as a clothing, salesperson sitting in the mens department waiting for a customer to walk in) while others are order getters (a fertiliser salesperson visiting farmers to get orders). Let us briefly look at the two approaches:
· Order getters. People who spend most of their time on sales development are known as order getters because they create sales. Their sales strategy requires a high degree of creativity that must be matched by a professional sales presentation.
· Order takers. This task entails accepting orders. It tends to be more reactive than proactive, ranging from asking what the customer wants to waiting for the customer to order. 
Sales positions
· Product delivery salesperson. the Coca-Cola salesperson who not only delivers the product to cafes or supermarkets but also takes orders from \ he customer.
· Inside order taker. A cafe owner is an inside order taker, as is a waiter at a restaurant.
· Goodwill builder. These people call on clients to build goodwill and where possible to educate them in the use of certain products - Pharmacist
· Technical expert. Here the major emphasis is placed on · technical knowledge, such as an engineering salesperson who acts as a consultant to the client.
· Creative seller of tangible goods. In this case the salesperson could be dealing with sales of capital equipment to industrial buyers.
· Creative seller of intangibles. An insurance salesperson is a typical example.
· Key account selling. Very large customers with branches throughout the country usually require a special selling effort, particularly if the buying is centralised at a head office.
· Team selling. Some companies have different people handling different sales tasks when dealing with a specific account or high-ticket items. 

3. QUALITIES AND TRIBUTES OF SALES PEOPLE (TXTB 352 – 353)

Requirements of a successful salesperson.
The successful salesperson will have a keen understanding and knowledge of the following matters:
· Company history. Studying the history of the company will help the salesperson to develop pride in the company and its products.
· Executives and key personnel. The salesperson should know who the top executives in the company are, and to whom they are accountable.
· Marketing policy. An understanding of the company's marketing policy will help highlight the fact that selling is only a part of the salesperson's duties.
· Pricing and credit policy. Detailed knowledge of the company's pricing and discount policies and procedures is essential for successful selling.
· Customers and competitors. A salesperson constitutes the eyes and ears of the company and as such should be trained in buyer insights and intelligence gathering.
· Buying centre and gatekeepers. The salesperson plays an important communication role in the link between customer and supplier.

3.1. Communication skills  (Study guide only)

Selling is communicating. A good salesperson is the one who communicates effectively with his or her prospective buyer. Communication during the sales presentation takes many forms.
Communication is both verbal and non-verbal. Verbal communication involves the transmission of words either in a face-to-face setting, over the telephone or through a written message. Non-verbal communication channels are the physical space between the salesperson and the buyer, appearance, body language and one's handshake.
Salespeople must be good listeners. Listening is the most important part of communication and is also an essential part of selling. Good listening will avoid a breakdown in communication by allowing the seller to understand the prospective customer's objectives.

3.2. Sales knowledge (Study guide only)

Knowledge enhances a person's self-worth and gains the respect of others. It is the foundation for all other aspects of selling. 
Sales knowledge means knowing your product, your company, the competition, the market and general business conditions. A thorough understanding of these key areas will give you confidence and credibility, and will provide the basis for developing effective sales presentations and handling complaints. 
Sales knowledge is obtained in two ways. 
· Companies provide some formal sales training. This information is taught through preliminary training programmes and sales meetings. 
· The salesperson learns by gaining on-the-job experience.
Once the salesperson has acquired the relevant sales knowledge, he or she will be confident, credible and trustworthy.

3.3. Trust  (Study guide only)

A salesperson must build a degree of trust with the buyer and this comes through developing a relationship with the buyer. Building trust can happen when the salesperson is honest, open, dependable and trustworthy. For a sale to be made, the buyer must believe in you and the company you represent. 
If you do not appear to be trustworthy, your credibility will be destroyed.
After gaining the trust of the buyer, the salesperson should organise his or her selling activities.
 
3.4. Self-leadership (Study guide only)

Self-leadership is concerned with how well the salesperson's selling activities are aligned with his or her goals. The process of self-leadership consists of the following five stages:
· Stage 1: Goals and objectives.
· Stage 2: An analysis of the territory and a classification of the accounts.
· Stage 3: The design and implementation of one's strategic plans; this is done to ensure that one achieves one's objectives through the proper allocation of resources.
· Stage 4: The optimisation of the allocated resources.
· Stage 5: An assessment of all activities. This entails an evaluation of one's performance and attainment of goals, as well as an assessment of one's plans and strategies.

Different stages in the sales process:

· Prospecting for customers - In the sales process, the salesperson begins by prospecting for customers; in other words, 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. Qualifying 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. A requirement for this is interpersonal skills.
· Presenting the sales message - The presentation combines elements of the relationship, product and customer. Presentation is a well-conceived plan which includes:
· establishing objectives for the sales presentation
· developing the pre-sales presentation plan needed to meet the objectives
· renewing one's commitment to providing outstanding customer service
· Handing queries and complaints - Most customers at some time in the sales relationship will have reason not to agree with a salesperson's proposal. 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 - Closing the sale is the most important part of the sales process. In many selling situations, the salesperson needs to obtain a commitment from the customer. Some closing methods can move customers from indecision to commitment.
· Providing service and support - Customer service encompasses all the activities which enhance or facilitate the sale and the use of one's product or service. The skills required to bring about a sale are different from those required prior to the sale. A high-performance salesperson does not abdicate responsibility for delivery, installation, warranty interpretation or other customer service responsibilities. The salesperson continues to strengthen the partnership with suggestions, follow-through on promises and follow-up on activities.
· Maintaining trust and commitment - When customers buy goods and services, they focus on the satisfaction they will gain after they make the purchase. In selling, showing a commitment to the customer must be seen as part of the process of satisfying the customer's needs, for example, making delivery on time, providing installation when necessary and training customers how to use the product. The salesperson must be honest and reliable when dealing with the customers.

3.5. 

Study unit 10: SALES PROMOTION
1. THE NATURE OF SALES PROMOTION (TXTB 335 – 341)

What is sales promotion?
Sales Promotion is a below-the-line communication tool. Below-the-line communication is basically the communication with the market –by means of media that are not regarded as traditional media, such as print, radio and television. It includes, among others, point of sale material and coupons, as well as competitions.
It’s a marketing activity aimed at offering incentives for consumers in order to achieve short -term objectives.
It is a strategy that is measurable and provides for accountability.

Five main factors of sales promotion include the following:
· Sales promotion is action focused.
· Sales promotion is planned as a specific marketing event.
· Sales promotion very often has a tangible component, or specific sales promotion materials.
· Sales promotion can be targeted to 3 distinct audiences:
· Internal – the marketer’s own salespeople
· Trade, the intermediaries in the channel of distribution
· The marketer’s final customers or consumers
· Sales promotion is designed to achieve short-term results.

Sales promotion objectives
Salespeople
· Encourage salespeople to intensify their efforts to sell a “slow-moving” product in the range.
· Challenge salespeople to sell more of a certain product to existing customers.
· Encourage salespeople to locate and qualify more prospects.
· Encourage salespeople to set up more in-store displays.
· Encourage salespeople to train more distributor employees.

Trade
· Induce wholesalers to carry a particular product line.
· Persuade distributors to promote (push) a particular brand in their promotional activities.
· Persuade retailers to give a particular brand shelf space.
· Encourage retailers to support a sales promotion campaign by carrying more inventory of a particular product.
· Encourage retailers to sell old stock before the brand is re-launched or taken off the market.
· Persuade retailers to participate in a contact-operative in-store promotion.

Consumers
· Induce product trial by consumers.
· Encourage existing consumers to buy more of the product.
· Minimise brand switching by consumers.
· Build consumer goodwill.
· Encourage repeat purchases
· Enhance marketing communication efforts and build brand equity.

Factors determining the sales promotion strategy
Product-related factors
· Product type – more suited to FMCG (Fast Moving Consumer Goods)
· Price – more effective for goods with a high price elasticity
· Brand image – 2 types of strategies can be pursued:
· Exclusive brand image e.g. Rolex
· Value-oriented brand image e.g. cleaning materials
· Product’s stage in its lifecycle

Customer-related factors
· Characteristics of the target market
· Type of buying decision involved
· Involvement level

Organisation-related factors
· Overall marketing communication strategy
· Resources available

Situation-related factors
· Prominence of the company in its environment
· Competitors’ activities

When to use sales promotion - Deciding when to use sales promotion may be the difference between being successful or not. 'Timing is everything!' Calendar timing has to do with the season, day of the week, time of the month or other special dates. Some sales _promotion strategies lend themselves to the seasons of the year.

The impact of sales promotion on sales
There are 4 specific ways in which sales promotion affects sales:
· Brand switching
· Aggressive – induces the customer to buy a different brand from the one bought previously
· Defensive – induces customers to remain loyal
· Repeat purchasing - The first occurs simply because the consumerpurchases the brand, sustains the habit, and learns about the performance of the brand. Sales promotion can induce purchases I hat would not otherwise occur. The second repeat - purchase effect involves a change in purchase probability as a result of purchasing the brand 'on promotion'.
· Purchase acceleration - When consumers are induced to buy in greater quantities or more frequently than they would normally buy, 
· Category expansion -is to shift the demand curve to the right. Marketers can achieve this in two ways. The first is by creating a new purchase occasion or reason. The second is by increasing the usage or consumption rate. This is a common objective for many FMCG manufacturers.

What sales promotion can and cannot do

	Sales promotion can…
	Sales promotion cannot…

	· Stimulate sales force enthusiasm for a new, improved or even a mature product
· Rekindle sales of a mature product
· Facilitate the introduction of new products to the trade
· Increase on- and off-shelf merchandising space
· Neutralise competitive advertising and sales promotion
· Obtain trial purchases from consumers
· Retain existing customers by encouraging repeat purchases
· Increase product usage by “loading up” consumers
· Pre-empt competition by “loading up” consumers
· Reinforce advertising
	· Compensate for a poorly trained sales force
· Compensate for insufficient or inadequate advertising
· Give the trade or consumer any compelling reason to continue purchasing a brand
· Permanently stop an established product’s declining sales trend or improve the acceptance of an undesired product


2. SALES PROMOTION AIMED AT THE MARKETER'S OWN SALESPEOPLE (SALES -FORCE) (Study guide)

Here the marketer aims the sales promotion programme at the sales force of the company. 
The purpose is to encourage salespeople to intensify their selling efforts for slow-moving products or to challenge sales people to sell more of a certain product to current or new customers. 

Sales promotion tools that can be aimed at the sales people include the following:
· Sales force contests. In contests, a prize such as a free weekend at a holiday resort is awarded to a sales person who sells the most products or services.
· Sales force meetings and training programmes. The use of this sales promotion tool entails organising conferences and training programmes which will empower the salespeople. These types of meetings and programmes include motivational talks and provide the salespeople with new product information and tools, such as newly-acquired technology which will make their job easier.
· Sales brochures. These are used to provide information on the company or the products to dealers or 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 also gather information about competitive products. Participating in the trade show can also enhance a marketer's image.

3. SALES PROMOTION AIMED AT INTERMEDlARlES  (Study guide only)

The sales promotion programme aimed at the intermediaries - wholesalers, retailers and agents. 
The purpose - induce them to carry a certain product line and to encourage them to support a certain promotion campaign by carrying more inventory of a particular product. 
Here are some 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 a manufacturer's brands. The most common trade deals are buying allowances, buy-back allowances, merchandise allowances and advertising cooperation.
· Trade shows and exhibitions. Trade shows provide marketers with an opportunity to strengthen their relationships with existing dealers and distributors. These trade shows enable marketers to introduce new products to the intermediaries and to find new resellers.
[bookmark: _GoBack]
4. SALES PROMOTION AIMED AT CUSTOMERS OR CONSUMERS ) (Study guide only)

There are three general purposes behind developing and implementing an incentive programme for the final customer, namely:
1. to encourage existing consumers to buy more of the organisation's products, 
2. to encourage new consumers to try the product and 
3. to build consumer goodwill. 
Consumer promotions offer the consumer a reward for buying the product. 
Here are some sales promotion tools which can be aimed at the ultimate consumers or customers:
· Samples and free trials. This method of sales promotion is used to deliver an actual or trial-sized product to prospective consumers. The purpose of using this tool is to attract new customers and to influence trial purchase using the prototype product as an incentive.
· Premiums. Premiums are goods offered either free or at low cost as an incentive to buy a product. They encourage repeat purchases and promote brand switching.
· Tie-ins. This sales promotion tool involves the joint promotion of two or more brands in a single campaign. Think, for example, of the Chicken-Licken promotion; if the consumer buys a lunch box, he or she will get a can of Coca-Cola at a reduced price.
· Coupons. This is a promotional device which provides a cash saving to consumers who redeem the coupon. This tool can be used to introduce a new product. It is widely used by retailers such as Pick n Pay to promote their own brands and enhance store traffic.
· Price cuts. This sales promotion technique involves a reduction in the regular price of a product or brand. The purpose will be to reward present brand users and promote a pattern of repeat purchases.
· Contests and sweepstakes. Contests and sweepstakes give consumers the chance to win something, such as cash, holidays or products. 

Below-the-line advertising - involves the use of unconventional methods of promotion, such as the use of sales promotion techniques to market and promote products and services.
Above-the-line advertising - any advertising which can be measured and which generally uses the mass media (eg print, radio, TV and out-of-home advertising). 

For sales promotion to be effective, it must form an integral part of the total marketing effort and must complement other promotion elements.

5. 

Study unit 11: PUBLICITY AND PUBLIC RELATIONS
1. PUBLIC RELATIONS (TXTB 354 – 357)

Definition: Public relations is the management, through communication, at perceptions and strategic relationships between an organisation and its internal and external stakeholders

Public relations is characterised by the following activities and purposes:
· Public relations is concerned with the organisation’s relationship with other entities, irrespective of whether they are organisations or individuals.
· The objective of PR is to market (sell) the product of a company.
· The function of PR is to provide information to the public in order to persuade them to modify their attitude and actions.
· PR is a managerial function which continuously evaluates public attitudes and executes a programme of action to earn public understanding and acceptance.
· PR links the policies and procedures of the organisation with the public interest.
· PR uses promotional programme methods.
· PR 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.
· PR manages perceptions and strategic relationships between the organisation and its stakeholders.

Public relations paves the way for marketing by:
· Developing new prospects for new markets, such as people who inquire after seeing or hearing a product release in the news media
· Providing 3rd party endorsements
· Generating sales leads, usually through articles in the trade press about new products and services
· Paving the way for sales calls
· Stretching the organisation’s advertising and promotional Rands through timely and supportive releases about the organisation and its products
· Providing inexpensive sales literature or articles about the company and its products reprinted as informative pieces for prospective customers
· Establishing the corporation as an authoritative source of information on a given product
· Helping to sell minor products that do not have large advertising budgets
Specific PR functions
· Media relations and placement
· Organising
· Writing
· Production
· Speaking
· Training 
What PR can and cannot do
	PR can…
	PR cannot…

	· Give advice on the public image of an organisation
· Take action to discover and eliminate sources of misunderstanding
· Help to broaden the organisation’s sphere of influence by appropriate publicity, events, exhibitions and films
	· Create a barrier between the truth and the public
· Develop propaganda to impose a point of view regardless of truth, ethics and the public good
· Organise publicity aimed directly at achieving sales
· Effectively use stunts and gimmicks 
· Organise free advertising
· Play political games


2. THE PRISA PUBLIC RELATIONS CAMPAIGN MODEL (Study guide only)


2.1. Step I: Situation analysis - Where are we now? 

The situation analysis is perhaps one of the most important steps in any PR campaign. In this step, we determine our current situation. In other words: ``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. The SWOT analysis looks at Strengths, Weaknesses, Opportunities and Threats. Strengths and weaknesses are usually identified within an organisation, while opportunities and threats exist outside an organisation's influence or management sphere. A SWOT analysis can help with the identification of a problem or opportunity.
The types of problems which could arise include poor organizational image, poor product recall and a major disaster or crisis. The Pick n Pay extortion poison scare is an example of a serious problem. As was mentioned before, opportunities such as the development of ongoing relationships with the 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.

2.2. Step 2: Definition of objectives - What do we want to achieve? 

When defining the objectives of a PR campaign, we need to ensure that the objectives are indeed specific to the situation, and that they are measurable, attainable and time driven. Seeing as objectives need to be timely, 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 measures in place for customers to return contaminated products and be tested if required. A long-term goal for Pick n Pay could have been to ensure that customers feel that Pick n Pay has their best interests at heart.
Objectives in a PR campaign may also be motivational or informational.
· Motivational objectives seek to achieve a particular action.
· Informational objectives seek to spread information.

2.3. Step 3: Definition of publics - At whom are our efforts directed? 

The target public may be divided into internal and external or primary and secondary target markets. Some of these groups include
· the community
· opinion leaders
· employees
· shareholders
· suppliers
· distributors or dealers
· competitors
· consumers and users
· the financial environment
· the government
· the media

2.4. 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 organisation's 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 the media to be selected for a PR campaign, we need to determine which medium will best reach our target market and what the cost implications will be. All the PR campaign activities must be related to the problem, the objectives, the target market and the messages.

2.5. Step 5: Budget allocation – How much will it cost us? 

There has to be a clear distinction between administrative and campaign budgets.
The administrative budget consists of the running costs of a PR department or consultancy. The costs include salaries, office equipment, stationery and other operational costs.
The campaign budget consists of costs related to the execution of the PR campaign and the techniques/media chosen for the campaign. These costs include exhibitions, publicity, printing, air time, and so on.

2.6. Step 6: Assessment of the results - Did we achieve our goals? 

As with all plans and campaigns, we need to determine whether or not we have achieved our goals. The effectiveness of a PR campaign thus needs to be determined. This does not necessarily have to be done only at the end of the PR campaign; this should rather be a continuous process which takes place through the campaign. This will ensure that the PR campaign remains on track in terms of the initial objectives and goals set for the campaign. We stated earlier that the objectives of a PR campaign must be measurable. If they are not measurable, it is impossible to determine whether or not you have achieved them. We can determine whether or
not the objectives and goals have been reached in our PR campaign, by means of interviews, discussion forums and questionnaires. The PRISA campaign model is a guideline and may be adapted to suit the organisation's needs.
Publicity is seen as one of the important PR tools. In the next section, we will look at what it entails and the way it can be used by PR practitioners.

3. PUBLICITY (TXTB 593)

There are 2 types of publicity:
· Marketing publicity aims to persuade the public to buy a product.
· PR publicity aims to convince the public that an organisation or cause is worthy of their support or approval.

Two further aspects surrounding publicity include:
· Publicity content – can be divided into news and newsworthiness
· Publicity context – refers to the setting or situation in which the content occurs and the audience for whom the content would be of interest.


4. SPONSORSHIPS  (TXTB 344 -349 )
Sponsorship is the alignment of a brand with an activity in order to exploit the commercial potential created by the association, thereby positively impacting brand image and/ or sales among the sponsor's target market, in order to attain marketing and corporate objectives.
Sponsorship often involves advertising, sales promotion and publicity and offers the opportunity of brand building and the selling of marketers' goods and services

Sponsorship objectives
Broader objectives include:
· Wanting to support a sport or a cultural event
· To achieve immense media exposure for the company
· To build relationships via hospitality
· To build company or brand equity

Other objectives include:
· To launch a new product or service
· To reinforce, enhance or alter a brand image
· To strengthen a corporate image
· To create the opportunity for product sampling and trial
· To increase and maintain market share
· To open new channels of distribution
· To forge new links with opinion leaders
· To improve employees’ morale
· To gain a competitive advantage

Sponsorship selection criteria
· Target market coverage
· Communication factors
· Timing / seasonality
· Competitor activity
· Event profile (history, previous sponsors)
· Potential media exposure
· Product or brand relevance – could be one of the following:
· Direct brand link
· Indirect brand link
· An image link
· A corporate image link
· Image
· Budget / Costs
· Hospitality opportunities
· Return on Sponsorship Investment (ROSI)
· Exclusivity

Types of Sponsorship

One or a combination of the following levels may be chosen:
· National team sponsorship
· Provincial team sponsorship
· League Sponsorship
· Individual club sponsorship
· Individual athlete sponsorship
· Development sponsorship
· Multi sponsorship

Other types of sport sponsorship include:
· Technical sponsors in sport – secondary sponsorship e.g. Coca-Cola as the official drinks supplier
· Licensing and merchandising 

Benefits of Sponsorship
· Flexibility
· Brand equity
· Media exposure
· Cost-effectiveness
· Industrial labour relations
· Opens doors
· Crosses all frontiers
· Presents new challenges
· Unites the nation

Potential pitfalls of sponsorship
· Ignorance of contractual rights
· Ambush marketing
· Broadcast rights
· Staff
· Expense
· Once-off sponsorships
· Agents
· The media

Study unit12: DIRECT MARKETING
1. WHAT IS DIRECT MARKETING? (TXTB 340 - 344 Table 10.7)
What is direct response marketing? Direct response marketing is an interactive system of marketing designed to create and keep customers by developing long-term personal relationships with each of them through increasingly relevant product or service offerings. To achieve this, direct response marketing uses one or more advertising media to generate a measurable response in the form of an order (direct order), a request further information (lead generation), and/ or a visit to a store or other place of business (traffic generation) 
· Marketing communication function
· “An interactive system of marketing which uses one or more advertising media to affect a measurable response &/or transaction at any location”
· Direct marketing is interactive: two-way communication between marketer & customer, allowing knowledge of customers’ needs. Communication is direct & immediate, one-on-one relationship with customer
· Direct marketing is a system: continous cycle of contact with customer as centre, learning more about customer each time to allow more accurate & relevant communication; better satisfying needs of customers
· Direct marketing uses one or more advertising media:  eg. TV, print, radio, direct mail, telemarketing & Internet
· Direct marketing is measurable:  return on investment can be measured, crucial to small businesses with limited advertising budgets
· Direct marketing brings about a response: gives the customer the incentive & means to respond, taking the place of a salesperson. It promotes brand & sells products.
· The response can take place at any location: customers do not have to be present physically, as they can buy from a distance by mail order, telephone or internet

Key elements of direct response marketing
· The right target market
· The right offer
· The right timing
· The right creative appeal
· Customer service

The advantages of direct response marketing

Why spend your money on ordinary advertising when you can buy accountable…added-value…answer-back…allegiance…automated…appropriate…action advertising?

The 7 A’s of direct response marketing


2. DIFFERENCES BETWEEN GENERAL MARKETING, GENERAL ADVERTISING AND DIRECT MARKETING.

2.1. Direct marketing versus general marketing (TXTB 344)

	Direct Marketing
	General Marketing

	· Communicates one-on-one with customers – direct
	· Communicates with the masses

	· Communications are quite personal, messages are variable & customer is addressed by name/title
	· Communications are impersonal

	· Specifically response orientated & specific action always requested – enquiry or purchase
	· No specific action sought – unclear or delayed

	· Promotional activities discreet from competition; relatively invisible
	· Promotional activities known to all once commenced; highly visible

	· Specific results can be directly measured against costs & revenue
	· Mostly measured against costs incurred without reference to income.

	· Comprehensive database drives marketing programmes & results
	· Incomplete/sample data for decision-making purposes – sales call reports or marketing research

	· Analysis conducted at individual/organizational level
	· Analysis conducted at segment level

	· Measurable & highly controllable
	· Uses surrogate variables to measure effectiveness: advertising awareness, intention to buy



2.2. Direct marketing versus general advertising (Study guide only)

Key differences between direct marketing and general advertising:
	Direct Response Marketing
	General Marketing

	· This is selling to individuals. Customers are identified by name, address and purchase behaviour.
	· This is mass selling. Buyers share common demographic, psychographic and lifestyle characteristics.

	· Distribution is an important benefit.
	· Product benefits do not always include convenient distribution channels.

	· The medium is the marketplace.
	· Retail outlet is the marketplace.

	· The marketer controls the product until delivery.
	· The marketer loses control as the product enters the channel.

	· Advertising is used to generate an immediate order or enquiry.
	· Advertising is used to create awareness and benefit recall. The purchase action deferred.

	· Repetition of offer is used within the advertisement. 
	· Repetition of advertisement is used over time.

	· Consumer may experience high perceived risk, as the product is bought unseen. Recourse is distant.
	· Consumers experience less risk – they have direct contact with the product and direct recourse.




3. DIRECT MARKETING OBJECTIVES (Study guide only)

One of the most important reasons for setting objectives is that it gives you a benchmark against which to measure the success of your programme. This is one of the greatest advantages direct marketing has
over general marketing.
Marketing objectives are generally stated in an organisation marketing plan and are statements of what is to be accomplished by the overall marketing programme within a given period of time.
Marketing objectives are usually defined in terms of specific and measurable outcomes.
Integrated marketing communication objectives are statements of what various aspects of the IMC programme will accomplish. These objectives should be based on the particular communication tasks required to deliver the appropriate message to the target audience.

The characteristics of a good marketing objective
· are quantifiable
· are aimed at the target market
· have a time frame
· are realistic
· are attainable
Here is an example of a good marketing objective: ``To increase sales by 10% (quantifiable, realistic and attainable) in the small business segment of The market (target market) during the next12 months (time frame).''

The main objectives are the following:
· To generate leads. This is the key area of expenditure for direct marketing. To achieve this objective, the key consideration is to calculate how many of the leads can actually be handled by the sales force. Calculate the number of leads which can be handled, then estimate the scale of promotion required to produce these numbers - bear in mind that like all direct activities, the communication can be staggered and controlled over a period of time to provide a regular flow of leads. Lead generation is often aimed at new prospects; existing customers are also targeted to get them to provide the name of a friend in exchange for a particular promotion.
· To sell direct. A facility, such as a call centre, is needed to handle the direct sales requests. The infrastructure is required to cater for order taking, payment systems and the delivery of goods. This infrastructure generally takes longer to set up and involves more costs than pure lead generation.
· To generate store traffic. This is an easier objective for a direct marketing planner to implement. It is necessary to make sure that the stores and outlets have sufficient stock to cope with the increase in expected business. Traffic generation can be driven by money-off coupon offers, the promise of special discounts or a sale.
· To modify relationships for future sales. It is necessary to create and promote the image of a company or a product for future purchases, as well as to modify the predisposition of prospects towards the required new response method, such as a direct approach through the mail.
· To inform and keep in touch. Customers stop buying from a company because of the lack of contact and because of indifference from company staff. To overcome this, an ongoing communications programme should be initiated as a standard part of any company strategy. The provision of information can lead to requests from customers and can also be a good source of leads.
· To recognise and reward. Longer-term relationships can lead to the use of loyalty programmes. This can be done by recognition and rewards. Recognition generally involves customers who have been with a company for a significant period of time or who have a specific event occurring, such as a birthday. Spur, for example, sometimes sends birthday vouchers to clients. Rewards are usually awarded for changes in customer behaviour which are in line with the objectives of the company. An example is a bank which encourages its customers to use an ATM rather than a teller inside the bank as the latter is more costly.

4. THE MAIN MEDIA IN DIRECT MARKETING(Study guide only)

We will look now at the different media use by direct marketers:
· Direct mail. is commonly referred to as personally addressed communications sent through the postal service. Direct mail packages must be appropriate for the target market and the direct marketer's objectives, and must be integrated with all other parts to deliver a cohesive message to the recipient. Direct mail is a very simple medium. The elements of a direct mail package consist of an outer envelope, a letter, brochure, response device and other inserts. To conclude, a direct mail piece can range from a simple postcard to a complex personalized mail package.
· Telemarketing. The fastest-growing marketing medium is the telephone. The telephone, combined with direct mail, is enormously powerful in improving response rates and conversions to sales. The use of the telephone for marketing purposes has been termed ``telemarketing''. Telemarketing methods are divided into inbound telemarketing - customers call a company to place an order, request more information or access customer service, and outbound telemarketing - company calls customers and prospects to make a sale or to offer information which it hopes will lead to a sale. Many companies are involved in both types of telemarketing.
· Mail order. An example is a catalogue which offers bed linen which cannot be bought through retailers. Customers complete an order form or phone in an order from the catalogue.
· Direct-response advertising. It is a message placed in a traditional mass Medium which requires from the reader, viewer or listener to respond directly to the organisation for further information or to buy the product. The potential customer can call a toll free number, return a coupon, visit a website or order directly via the television. 

Study unit13: E-COMMUNICATIONS
1. EMAIL MARKETING (TXTB 388 – 390)
The different email formats:
· Plain text email
· Rich text (HTML)

Marketing applications of email
· Mailing lists
· Email newsletters
· Opt-in mail (permission email)
· Junk mail

Measuring email marketing results
· Bounce rate – measure the percentage of unsuccessful deliveries.
· Click-through rate – the number of recipients who, as a result of receiving an email, clicked through to one or more links within the message.
· View rate – term used loosely to describe the number of recipients who opened an email message in HTML format.
· Referral rate – the number of times a message in a viral marketing campaign has been forwarded by a recipient.
· Opt-out rate – the number of people who chose to opt out of, or unsubscribe, from future messages.

2. INTERACTIVE TELEVISION (iTV) (Study guide only)
Nowadays television is used by some marketers to provide customers with more information than is generally contained in a 30 -second advertisement. Extra channels have been developed through ``pay television'' to provide consumers with detailed information about the company or a product they have selected via their remote handset or control. This type of television advertising is going to become more common as more people buy into pay channels such as MNet and DSTV, and as viewers become more skilled in interacting with their television through their remote controls.

3. CELLULAR MARKETING. (Study guide only)
Our cellular phones are increasingly being utilised by marketers to provide us with information about their product offerings. Marketers sometimes also request consumers to respond to specific topics via their cellphones. By combining cellphone technology with other technologies such as the Internet, e-mail and television, individual customers have greater access to a lot of information and are able to respond to questions from the marketers. SMSs and MMSs are the most common forms of communication being used, but more and more cellphone users are accessing Internet sources through products such as i-mode and FOMA (freedom of mobile access)

4. FAX-ON DEMAND (FOD) (Study guide only)
Fax-on-delivery is used when the organisation provides information via the client's fax machine or fax-equipped personal computer (PC). Although the person requesting the information usually pays for the fax (one-call process), it may also be paid by the organisation supplying the information through a two-call process. Modern FOD systems have voice-guided options, which allow customers to request a specific document from a number of alternative documents. Although the Internet is easier to use and cheaper in the long run, FOD extends the promotional vehicles of the marketer.

5. TOUCH-SCREEN KIOSKS (Study guide only)
The most common touch-screen kiosks are ATMs, ticket machines at parking lots and movie theatres, pay stations at municipalities and post offices, and information 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 information to the customers about the available product offerings (like shops) and serve as a customer support tool.

6. CD·ROM AND DVD(Study guide only)

Both these technologies are utilised to distribute information about the company or its products to consumers. Both can store a substantial amount of information in the form of word documents and audio, video or multimedia data. These technologies also offer an interactive option, which allows the viewer to choose his or her own path through the material. These functions have become more commonplace, as most new computer systems incorporate a CD and/or a DVD player.

7. SMART CARDS (Study guide only)
Smartcards, such as telephone cards, are used to pay for goods and services by ``topping'' them up with cash. The use of smartcards is not yet widespread, as smartcard readers are required to complete a transaction.
Smartcards can serve as a promotional tool and can store personal information about consumers, such as their spending patterns. 

Benefits derived from social media involvement
· Unparalleled access to information
· Enhanced brand awareness and perception
· Better engagement with customers, employees and business partners
· Collaboration
· Richer user experience
· Improved web metrics
· Increased control over the company’s marketplace message
· Enhanced conversation possibilities
· Social media enhances the effects of other media

The unique characteristics of social media
· Authenticity
· Transparency
· Immediacy
· Participation
· Connectedness
· Accountability


Study unit 14: CYBERMARKETING
1. THE GROWTH IN ONLINE MARKETING (TXTB 374-377)
The marketing benefits offered by digital media

The 6 I’s of the e-marketing mix:
· Interactivity
· The customer initiates contact
· The customer actively seeks information or an experience (pull)
· It is a high-intensity medium – the marketer has the visitor’s full attention while he/she is viewing the website.
· A business can gather and store the responses of all the individuals who visit the website.
· The marketer can focus on the individual needs of the customer.
· Intelligence – the Internet offers the marketer the opportunity to collect marketing information at a relatively low cost.
· Individualisation – one of the most unique and usable features of interactive marketing is that marketing messages can be shaped for each individual at relatively low cost.
· Integration – Internet marketing can be integrated easily with all other marketing efforts and complement and support them. when assessing the marketing effectiveness of a website, the role of the Internet in communicating with customers and other partners can best be considered from 2 perspectives:
· Outbound Internet-based communications from organisation to customer
· Inbound Internet-based communications from customer to organisation
· Industry Restructuring
· Both re-intermediation and disintermediation are results of the dynamic nature of the Internet. The internet has made it possible to cut out the intermediary and deal with the target market (disintermediation). Re-intermediation means that the intermediary function is shifted rather than completely eliminated.
· Independence of location – electronic media also introduces the possibility of increasing the reach of company communications to the global market.

2. THE ADVANTAGES OF ONLINE MARKETING (TXTB 374 – 377)
Advantages and Disadvantages of using the Internet
	Advantages
	Disadvantages

	· Target marketing (targets very specific groups)
· Message tailoring (a message is designed to appeal to the specific wants of the target audience)
· Interactive capabilities (increasing customer involvement)
· Information access (an information source)
· Sales potential (an increase in sales)
· Creativity (creatively designed sites can enhance an organisation’s image)
· Exposure (an organisation can gain national and international exposure)
· Speed (information on an organisation’s products is obtained most quickly via the Internet)
	· Measurement problems (unreliable research numbers)
· Audience characteristics (audience characteristics change quickly)
· Websnarl (downloading information from the Internet may take a long time)
· Clutter (a number of ads may irritate customers)
· Potential for deception (hackers and credit card theft)
· Costs (the costs of doing business on the Internet are increasing)
· Poor reach (the reach of the Internet is still far behind that of television)




3. THE BUSINESS ENVIRONMENT OF THE  INTERNET (TXTB 144 -145)

4. THE ONLINE TARGET MARKET AND MARKETING MIX.( Study guide only)
Online marketing environment is virtual in nature. The same is true of the two main components of the marketing strategy, that is, the features of the target market and the marketing mix differ in the virtual and ``physical'' marketing environments.

4.1. The online consumer
The Internet makes it possible to reach new, previously unreachable markets, including virtual-only markets and international markets.
Understanding online consumers and their buying behaviour is an important part of the online marketing process. Who are the consumers using the Internet to evaluate and buy products and services? Why do they go to a specific organisation's website? What do they hope to get from the website? This information is useful for setting online objectives and designing a web site.

There are five different types of online users:
· Directed information seekers -They know exactly what they are looking for.
· Undirected information seekers -These buyers are just browsing through the site.
· Directed buyers -They know exactly what to buy and 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 perspective focuses on the online consumer's psychographic make-up, which is also referred to as ``psycho-segmentation''. 

This perspective identifies a number of online users:
· Techno-lusters -These users focus on culture and technology.
· Academic buffs -These users originally formed the largest groups of users; they are now less significant users.
· Techno-boffins -This group is similar to the techno-lusters, but they make more direct use of the technology for business purposes.
· Get-aheads -They use the Internet as a lifestyle accessory, that is, they use e-mail and the Internet for product selection.
· Hobbyists. -These are people with specialist interests, such as golfers, fishermen and car enthusiasts, who use the Internet for purchase selection.
· Knowledge traders. -These are business-oriented users who use the Internet for news services and information on best business practice.
· Business bods -These users are general business users in management or procurement roles.
· Home users. -These are generally members of families looking for education, entertainment or purchases.

The online marketer must understand how the online customer differs from the traditional ``real-world'' customer and adapt the marketing mix accordingly.

4.2. The online marketing mix
Remember the traditional marketing mix or the 4 P's (product, price, promotion and place [distribution])? These elements are also found in online marketing. There is still a product involved, with a price tag that customers need to know about, information needs to be communicated to them and the product needs to be distributed to them. The Internet does, however, enable organisations to change the marketing mix in new and innovative ways.

5. INTERNET APPLICATIONS.( Study guide only)
E-commerce could be broadly defined by identifying four distinct categories of e-commerce relationships:
· Business-to-business relationships (B2B). This category contains all the dealings between one business and another, and includes activities such as selling and purchasing, inventory management, channel management, payment management, and service and sales support. The World Wide Web is utilised here.
· Business-to-consumer (B2C). TheWorld Wide Web is mostly utilized here to facilitate transactions, customer support and consumer research.
· Consumer-to consumer (C2C).This involves interactions between customers through classifieds, personal services, chatrooms and auctions.
· Consumer-to-business (C2B).This relationship is represented by individual consumers banding together to form buyer groups or to form cause-related advocacy groups.

5.1. Online buying/selling 
Businesses and individual consumers are conducting more and more transactions though the Internet. When planning a vacation, locally or internationally, it is no longer necessary to make use of the services of a travel agent to provide you with information and/or to make your travel arrangements for you. You can do it all yourself on the Internet. Information on a specific region, such as the Far East climate, places to visit and information on accommodation, can be obtained by using search engines like Google, Yahoo and MSN.
5.2. Online auctions  
Online auctions may be regarded as a form of online buying/selling. In this case, a third party, the auction website (eg eBay or Bid or Buy), becomes part of the transaction.

5.3. Online marketing research
The web is a huge source of information on every topic under the sun. Type in the word ``digital camera'', for example, in the Yahoo website and you can expect about 277 million links to pop up, each containing these words somewhere in its copy! Although all these links are not primarily focused on the topic of digital cameras, they all contain information on these types of products. This information is available to both marketers and consumers. The prescribed book focuses on the Internet as a market research tool for organisations, but remember that it is also used by consumers for the same purpose.

5.4. Online- customer relationship management  (CRM) 
The Internet is a valuable tool to establish closer ties with customers - be it final customers or business customers. The aim of CRM is to ensure that by establishing closer ties with customers they will be “locked in for a lifetime''. The main advantage of the Internet is that it opens up a convenient channel of communication with customers on a number of topics, such as inventory control, product support, customer service and information support. A supplier company that has a direct, inter-active channel of inventory information with a client firm, for example, will probably have a stronger long-term relationship with this buyer than an outside supplier who does not have access to their inventory database.

5.5. Online customer service and support
This application of the Internet is highly related to the one above, namely, online CRM. As a matter of fact, the aim is to create closer ties with clients (CRM) by providing them with better customer service and support than the competitors are able to. The prescribed book discusses a number of “benefits'' of providing better service and support. These benefits may also be seen as methods of providing better service and support.
