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Part A Product

O

iﬁ:

1 Matching products and markets

Marketing has been defined as the process of
matching an organization’s resources with customer
needs. The result of this process is a product.
The need, therefore, for the organization to rema-
in dynamic is obvious because the product is the
only key to the organization’s solvency and profit-
ability. No matter how else the organization runs
itself cost-effectively and sensibly, if the product
is not selling well then the money simply will not
be coming in. Company and consumer are inter-
dependent.

Successful product management depends on
the organization knowing how and if the current
product range meets consumer and organizational
objectives. One way of doing this, as previously
described, is to conduct detailed benefit analysis
segmentation” .

The most important attitude towards product

management is to view the product as only one
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part of the marketing mix which also includes
price, place and promotion. In this way, the
product is viewed as a variable which can be ada-
pted or even changed radically to meet a changing
market. How it can be changed will depend on
several factors within and outside the organiza-
tion, including the organization’s resources, mar-
ket conditions and opportunities and competitive
threats.

Product-market strategy

‘Product-market strategy’ is the term used
to describe all the decisions which the organiza-
tion makes about its target markets and the prod-
ucts it offers to those markets. The use of the
word ‘strategy’ is important, for it implies a cho-
sen route 1o a defined goal and suggests long-term
planning. This is quite different from °tactical’
activities which are used to achieve short-term ob-
jectives by gaining immediate results. Product-
market strategy represents a decision about the

current and future direction of the organization.

Product-market strategy must be developed
in the most cost-effective manner, paying atten-
tion to cash flow and profitability requirements.
To minimize costs at the outset, a sound market-
ing approach will usually attempt to increase prof-
its and cash flow from existing markets. The fol-
lowing examples can help illustrate the total strat-
egy at work.

Market penetration”
Heinz revamped its marketing strategy to in-

crease consumption of its tinned soups. This prod-
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uct was traditionally a winter purchase, but Heinz
successfully promoted the idea of celery soup,
drunk hot or cold, as a suitable summer pur-
chase. The product attributes of celery were
linked with concepts of slimming and refreshment

on summer days.

Market development

A British hotel chain opened up a new mar-
ket by offering ‘ Leisure Leaming” weekends in its
hotels.

Product range extension

A European breakfast cereal manufacturer
brought out a new °variety’ pack to appeal to
young children who liked the freedom of choosing

a new cereal each moming.

Product development

Manufacturers of digital watches soon com-
bined the watch function with an alam compo-
nent. This not only attracted customers who liked
the novelty of the idea, but seriously threatened
the traditional watch market.

Notes
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2 Branding

Products can be sold as unbranded commodi-
ties. Raw materials are still treated in this way,
but increasingly branding is becoming dominant,
even in the supply of industrial components and in

hitherto unbranded areas such as vegetables.
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What is the power of brands? Would you buy
unpackaged, unbranded breakfast cereal from an
itinerant street-trader? Would vou buy perfume as
a present for a female relative if it came in an un-
labelled brown bottle? Would you buy an anony-
mous microcomputer from an anonymous source?
Branding saves us much time as consumers. A
simple word or two comes to represent a wealth of
associations, for us and for others, and can offer
detailed expectations. So that we do not need to
ponder on the possibly murky channels used by
the trader in obtaining supplies of breakfast cere-
al. We know the female relative will like the per-
fume—she may have even previously specified the
brand. We know the range of compatible software
for the microcomputer. Consumers learmn to place
some reliance upon brand names when evaluating
competing products. In services, too, branding
can serve the consumer by offering consistent,
identifiable services which might reduce confusion

and save on search time.

Marks & Spencer is the top brand in Britain
according 1o a survey in 1988. It scored highest
on awareness and on how highly regarded it was
by members of the public. An interesting compar-
ison is between Britain and Europe. Top brands
across Europe are dominated by car manufactur-
ers. In all cases it is the corporate identity that

dominates.

‘There are several options in brand strategy.

A company can sell under its own brand or under
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thal of another company. In the latter case it is
often a retailer’s brand a choice will be needed
brand name for all that

. g - ’
belween using a * family

fim’s brands’ , as opposed to giving each product
an individual brand name.

Some companies attempt to obtain the bene-
fits of both strategies by family branding and at
* sub-brands ’

Ford puts its name on all its cars, which alsu

the same time having several

have individual brand names. The lever subsid-
iary Birds kyve Walls is now creating sub-brands
in frozen foods with Menu Masters and Captain
Birds Eye. An alternative trend is seen in
ReckiHandcolman’s food and wine division, where
strong brands in several product fields are being
brought under the umbrella of the corporate brand

of Colmans of Norwich.

Notes
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Part B Place
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Placing goods in the market place

Our previous discussions of the marketing
mix emphasized the need to understand the impact
of the mix elements on an organization’s marketing
effectiveness. However, it is often the case that
organizations

concentrate on three elements

(product, price and promotion) and leave the
fourth element, place , almost to look after itself.
In the quartet of the ‘P’ s, place is the short-
hand description for the means by which the
matching process between the needs of the market

and the offering of the firm is finally achieved by
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getting the product to the right place at the right

time .

The channel of distribution is the route that a
product (remembering that the word ‘ product’ in
our usage includes services) takes in reaching its
end users. Outlets must be created which enable
the product and the customer to be physically
brought together, and which enable the customer
to buy.

Television advertising for a light traveling
iron succeeded in interesting one would-be cus-
tomer, known to the authors, who went along to
Currys, Dixons, Dickens and Jones and other
likely shops on the assumption that the iron would
be in stock. It was not. The shops chosen had
other traveling irons, but not the brand that had
been advertised. Was the customer going to the
wrong shops? Or had the producer failed to ‘sell’
the product to the retailers? Whatever the reason,
the lack of availability of the product in the right
place at the right time meant that a sale was lost;
in the end, the consumer settled for a competitor’s

brand .

Marketers who wish to avoid such miscalcu-
lations need to take into strategic account two ma-
in aspects of the channel of distribution. — The
trading route, through which the product is made
available for purchase . This concems the se-
quence of negotiation, buying and selling that
goes on. Goods nowadays are sometimes bought
and sold by intermediaries who never actually see
or handle the merchandise; their task is to ensure

that the product finds buyers, and then to effect
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sales.~——The route through which the product is
physically moved from factory gate to end-user,
by pallet-load and forklift, by crane and container
lorry. ‘This is the concemn of physical distribution
management as well as of marketing management :
an interesting interface” to which we shall retumn.
The function of this aspect of the channel is to
make the product available for use. Services,
such as banking facilities, are not moved by the
same means, but they nonetheless do need to be
made available in a physical sense. Banks need to
have hranches. 24-hour cash tills and so on, that
are convenient for customers to use, and these are

channel considerations .

A fundamental issue regarding channels of
distribution, whether on the trading or the physi-
cal side, is whether the producer should take the
product direct to the end-user himself, or whether
intermediaries should be used.For a variety of
reasons that we shall soon come to, intermediaries
are in fact used more often than not, and channels
of distribution often amount to chains of such in-
termediaries .

The: use of any intermediaries at all is bound
to result in some degree of loss of direct contact
with the market place and loss of control over key
areas such as customer service policy. So why, in
fact. are intermediaries used?

One reason for their use is that intermediar-
ies specialize in particular activities. Hence,
econoniies of specialization are achieved and the

channel as a whole benefits from division of la-
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bour. The intermediary may also achieve economi-
es of scale through high volume at high throughput
levels that are normally unavailable to a single

firm doing the same tasks on its own account.

The use of intermediaries also reduces ‘ con-
. These are the costs of the con-
tacts that need to be made between buyers and
sellers 1o distribute a product.

tactual costs’
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What routes could lead to the customer?

(I BRAR T LA A IR )

Operating producer ( I & I8 )

1 l
Direct mail ( J#§ ) Agent (fLHIW)

1

Wholesaler (#t2W)
P

Retailer ( SW)
P
Customer (WK% )

Notes

Qinterface: BR, (HIMHENRE. BFEZHEK) XEKEE.

Part C Promotion

(s

The promotion Mix

Advertising  Because of the many forms
and uses of advertising, it is hard to generalize
about its unique qualities as a part of the promo-
tion mix. Yet several qualities can be noted.
Advertising’s public nature suggests that the ad-
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vertised product is standard and legitimate. Be-
cause many people see ads for the product. buyers
know that purchasing the product will be publiely
understood and accepted. Advertising also lets the
seller repeat a message many times, and it lets
the buyer receive and compare the messages of va-
rious competitors. Large-scale advertising by a
seller says something positive about the seller’s
size, popularity, and success.

Advertising is also very expressive, letting
the company dramatize its products through the
artful use of print, sound, and color. On the one
hand, advertising can be used to build up a long-
term image for a product (such as Coca-Cola
ads) and, on the other, to trigger quick sales
(as when K mart advertises a weekend sale) .
Advertising can reach masses of geographically

spread-out buyers at a low cost per exposure,

Advertising also has some shortcomings. Al-
though it reaches many people quickly, advertis-
ing is impersonal and cannot be as persuasive as a
company salesperson. Advertising is able to carry
on only a one-way communication with the audi-
ence, and the audience does not feel that it has
to pay attention or respond. In addition, advertis-
ing can be very costly. Although some forms,
such as newspaper and radio advertising, can be

done on small budgets, other forms, such as net-

work TV advertising, require very large budgets.

Personal selling Personal selling is the
most effective tool at certain stages of the buying

process. particularly in building up buyers’ pref-
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erences, convictions, and actions. As compared
with advertising, personal selling has several
unique qualities. It involves personal interaction
between two or more people, so each person can
observe the other’s needs and characteristics and
make quick adjustment. Personal selling also lets
all kinds of relationships spring up, ranging from
a matter-of- fact selling relationship to a deep per-
sonal friendship. The effective salesperson keeps
the customer’s interests at heart in order to build a
long-run relationship. Finally, the buyer usually
feels a greater need to listen and respond, even if

the response is a polite ‘no thank you’ .

These unique qualities come at a cost. A
salesforce requires a longer-term commitment than
advertising — advertising can be turned on and
off, but salesforce size is harder to change. And
personal selling is the company’s most expensive
promotion tool, costing industrial companies an
average of $ 197 per sales call. American fimms
spend up to three times as much on personal sell-
ing as they do on advertising.

Sales promotion  Sales promotion® in-
cludes a wide assortment of tools—coupons, cont-
ests, cents-off deals, premiums, and others - and
these tools have many unique qualities. They at-
tract consumer attention and provide information
that may lead the consumer to buy the product.
They offer strong incentives to purchase by provid-
ing inducements or contributions that give addit-
ional value to consumers. And sales promotions

invite and reward quick response. While advertis-
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