BA 206 -BASIC MARKETING

LINDELL’S   Chapter 12 Notes

12-1    OVERVIEW
A.
When devising and enacting product plans, a firm must fully comprehend the distinctions between goods and services. Their differences need to be reflected by the decisions made during planning stages.
12-2    THE SCOPE OF GOODS AND SERVICES
A.
Goods marketing entails the sale of physical products.

B.
Durable goods are physical products that are used over an extended period of time.

C.
Nondurable goods are physical products that are quickly consumed or worn out; or they become dated, unfashionable, or otherwise unpopular.

D.
Service marketing encompasses the rental of goods, the alteration or maintenance/repair of goods owned by consumers, and personal services (nongoods services).

12-3    CATEGORIZING GOODS AND SERVICES
A.
Goods and services can be classified in two ways. They can be located on a goods/services continuum; and they can be placed into separate classification systems.

12-3a    A GOODS/SERVICES CONTINUUM
A.
A goods/services continuum categorizes products along a scale from pure goods to pure services. See Figure 12-1.

B.
Several things can be learned by studying a goods/services continuum.

C.
Core services are the basic services that firms provide to their customers. Peripheral services are supplementary (extra) services, and may help a company create and sustain a competitive advantage.

12-3b    GOODS AND SERVICES CLASSIFICATION SYSTEMS
A.
Figure 12-3 shows a detailed, seven-way classification system for goods.

B
Goods may be classified by the following categories:

1.
Durable or nondurable goods.

a.
Durable goods marketers emphasize the defect-free, long-running nature of products, while striving to add new features in order to generate repeat business.

b.
Nondurable goods marketers strive to engender brand loyalty, so customers rebuy the same brands.

2. High value-added goods (those where manufacturers convert raw materials or components into distinctive products) or low value-added goods (those where manufacturers do little to enhance the raw materials or components that they extract or buy).

3. Profit or nonprofit organizations.

4.
The extent of government regulation.

5.
The length of the distribution channel (the number of intermediaries between goods producers and consumers). 

a.
Final consumer goods tend to have more intermediaries than organizational ones.

b.
Goods that are complex, expensive, bulky, and perishable are more apt to have shorter channels.

6.
Degree of customer contact between sellers and buyers.

C.
A good would normally be classified on a combination of the factors in Figure 12-3.

D
Figure 12-4 displays a detailed, seven-way classification system for services.

E.
Services may be classified by the following:

1.
Degree of tangibility, rental goods versus owned goods and nongoods.

2.
Skill level of service provider.

3.
Goal of firm: profit- or nonprofit-oriented.

4.
Level of government regulation.

5.
Degree of labor intensity.

6.
Degree of customer contact.

F.
A service would typically be classified on a combination of the factors in Figure 12-4.

12-4    SPECIAL CONSIDERATIONS IN THE MARKETING OF SERVICES
A.
Distinctive characteristics of services include the following:

1.
Intangibility of a service—This means they often cannot be displayed, transported, stored, packaged, or inspected before buying.

2.
Perishability of a service—This means many of them cannot be stored for future sale.

3.
Inseparability of a service—This means a service provider and his or her services are sometimes inseparable.

4.
Variability in service quality—This is differing service performance from one purchase experience to another. 

B. The firm’s goal is to enact a marketing strategy 

C. The intangibility of services can make positioning harder. Much service positioning must rely on performance promises which can be measured only after a purchase.

D.
Methods of using promotion to help consumers perceive a service more tangibly include the following:

1.
Associating an intangible service with a tangible object better understood by the customer. See Figure 12-5.

2.
Focusing on the relationship between the company and its customers.

3.
Popularizing the company name.

4.
Offering a tangible benefit. See Figure 12-6.

5.
Achieving a unique product position.

E.
Service intangibility may be magnified if only a small portion of the provided service is visible to the customers.

F. Because of service perishability, a service firm needs to match demand and supply patterns as well as it can .

G
Many customers become loyal to a particular employee rather than the company. A firm needs to demonstrate that multiple employees are equally capable of providing excellent service.

H       Services often have the potential for great variability

K. Customer expectations regarding service companies cover these ten areas:

1.
Tangibles.

2.
Reliability.

3.
Responsiveness.

4.
Competence.

5.
Courtesy.

6.
Credibility.

7.
Security.

8.
Access.

9.
Communication.

10.
Understanding the customer.

12-5    THE USE OF MARKETING BY GOODS AND SERVICES FIRMS
A.
Goods and services firms have differed in their use of marketing, but service firms are now better adapting their special circumstances than in the past.

12-5a    A TRANSITION IN THE MARKETING OF SERVICES
A. Service firms have typically lagged behind manufacturing firms in the development and use of marketing 

12-5b    ILLUSTRATIONS OF SERVICE MARKETING
A.
Hotels may target one or more market segments.

1.
Possible segments are business travelers, through tourists, regular tourists, extended-stay residents, and conventioneers.

2.
To attract and keep customers, hotels are upgrading, adding new services, opening units in emerging markets around the world, and improving marketing efforts. The marketing efforts now rely more on research, publicity, TV ads, well-conceived slogans, personal attention for consumers, focused product positioning, and better employee training.

B.
Automobile repairs and servicing are carried out through manufacturer-owned or sponsored dealerships and independent service centers.

1.
Annually, $125 billion is spent on auto repairs, two-thirds through independents.

C.
Lawyers are becoming much more involved with marketing.

1.
About 25 years ago, the Supreme Court ruled that attorneys could not be prohibited from advertising.

2.
Lawyers spend about 5 percent of revenues on marketing.

3.
It is estimated that 20 to 30 percent of new clients now choose their attorneys on the basis of the latter’s marketing efforts.

12-6    NONPROFIT MARKETING
A.
Nonprofit marketing is conducted in the public interest or to foster a cause and does not seek financial profits. 

B.
It may involve organizations, people, places, and ideas, as well as goods and services.

C.
Nonprofit organization exchanges are not necessarily in the form of dollars for goods and services.

D.
In many cases, the prices charged by nonprofit organizations have no relationship to the cost or value of services.

12-6a    NONPROFIT VERSUS PROFIT-ORIENTED MARKETING
A.
There are a number of marketing similarities between nonprofit and profit-oriented firms.

1.
They both face competition.

2.
They both offer distinct benefits.

3.
They both attract consumers by a desirable product positioning. See Figure 12-9.

4.
They both must satisfy consumer needs.

5.
They both provide consumer satisfaction/dissatisfaction.
B.
There also are many differences between nonprofit and profit-oriented marketing. See Table 12-1.

1.
Nonprofit marketing is much more prone to promote social programs and ideas than profit-oriented marketing.

a.
The use of marketing to promote social ideas is social marketing.

b.
The nonprofit exchange process can include nonmonetary and monetary transactions.

2.
Nonprofit marketing may not generate revenues in day-to-day exchanges. A successful campaign may actually lose money.

3.
Objectives for nonprofit organizations may be complex since success or failure cannot be measured strictly in financial terms.

4.
The benefits of nonprofit services are often not distributed on the basis of consumer payments.

5.
Nonprofit organizations may be expected or required to serve economically infeasible market segments.

6.
Nonprofit organizations typically have two constituencies: clients and donors.

a.
Clients are those for whom membership, elected officials, locations, ideas, goods, and services are provided.

b.
Donors are those from whom resources (time or money) are received.
C.
Private nonprofit organizations have several legal advantages over their profit-oriented counterparts. These include tax-deductible contributions, exemptions from most taxes, and reduced postal rates.

12-6b    CLASSIFYING NONPROFIT MARKETING
A.
Nonprofit marketing can be classified (as shown in Figure 12-10) by degree of tangibility, by organization structure, goals, or by constituency.

B.
An organization would be classed by a combination of these factors.

C.
Nonprofit organizations may have one of three alternative structures:

1.
Government-affiliated.

2.
Private.

3.
Cooperative.

D.
Overall nonprofit marketing goals can be divided into health, education, welfare, and other components.

E.
Nonprofit organizations must remember that they usually require the support of both clients/users and donors.

1.
Clients/users are interested in the direct benefits they obtain from participation in an organization.

2.
Donors are concerned about the efficiency of operations, success rates, the availability of goods and services, and the recognition of their contributions.

3.
Figure 12-11 shows some of the differing interests between clients and donors.

12-6c    ILLUSTRATIONS OF NONPROFIT MARKETING
.

A.
Colleges and universities are aware that the population trends in many industrialized nations are affecting their overall enrollments. The number of people in the traditional target market of 18- to 24-year-olds is declining in size in some areas.

1.
The number of high school graduates fell between 1977 and 1991, and did not go up again until 1992.

2.
Many schools are seeking nontraditional students, such as adults, and actively recruiting traditional students.

3.
The vast majority of schools have a significant Web presence.

            See Figure 12-12.

