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Special Pricing Strategies:
-firms may adopt a one-price strategy or charge different prices to different customers

-price lining involves setting prices at a small number of fixed levels within a company

-the psychology of pricing suggest that price will convey a message about the product or service being sold

-odd pricing is often used to suggest a bargain

-even pricing is used more in prestigious fashion stores

Questionable pricing practices
-resale price maintenance

-some firms reduce prices, possibly even below cost, to attract customers, this form of “loss-leader” pricing is not illegal unless it persists for a long time with the goal of eliminating competition (used in grocery stores, and it is very aware that this occurs, but if they do it to cut someone else out of business then it could be considered illegal

-predatory pricing

Practical aspects of pricing
-Price cannot be set solely on cost

-must consider customer, market mix, the market and competition ( and what they will bear in terms of price, if they will pay more may as well charge more)

-(take into consideration customer may not be able to afford more)

-costs are important in that they affect margin (one factor in number used to come up with price)

-price is often affected by positioning strategy

-may have no choice but to match competition’s price

-positive image may allow price to be set (eg. Environmentally friendly)

-price is linked to ability to compete on non-price factors, such as excellent service

(also help decide on offering a higher price)

Pricing of Services
-pricing is more difficult in services because of heterogeneity and variability of the “product”

-because of intangibility buyers of services often have difficulty assessing value received.

Non price competition
-some firms feel price is the main competitive tool, that customers always want low prices ( not all customers tho, because of different wants and needs, because along with low price, there may not be the add-on values)

-other firms are looking for ways to add value, thereby being able to avoid low prices

-sometimes prices have to be changed in response to competitive actions

-many firms would prefer to engage in nonprice competition by building brand equity and relationships with customers

Distribution
-distribution is about getting the product or service to the customer as conveniently as possible: it deals with access and availability

-its purpose is to provide an adequate framework for making a company’s product/service available to the consumer

-it deals with access and availability

Channels
-the distribution channel includes both the producer or supplier and the customer

-intermediaries perform a number of functions on behalf of both producers and consumers

-some producers shorten the channel by performing distribution functions themselves

-regardless of who performs them, the distribution functions must be performed.

Intermediaries
-intermediaries perform many of the distribution functions on behalf of suppliers

-merchant intermediariers: actually take title to physical products that they distribute

-agent intermediaries: do not ever own the products, but they arrange the transfer or title

Distribution Channel
-a direct or indirect delivery arrangement used by a supplier, carrier or destination marketing organization

Designing the channel
-channel design is a strategic marketing tool

-the firm must first decide what role distribution is going to play in achieving its marketing objectives

-what type of channel is needed? With or without intermediaries?

-what level of intensity of distribution

-what specific intermediaries to use? Which will be best to achieve objectives?

Direct distribution channel
-a channel through which a company delivers its product to the consumer without the outside assistance of any independent intermediaries

-some firms will distribute directly, other will use a number of intermediaries

-product-consumer (direct)

-porducer-retailer-consumer

producer-wholesale-retailer-consumer

-producer-agent-retailer-consumer

-producer-agent-wholesale-retailer-consumer

-when would each of these be considered?
Multiple distribution channels
-some firms will use several distribution channels to reach specific markets or segments

-dual distribution: is used for example to reach business and consumer markets or to carry different groups of products

-or may be used to reach different segments of the seller’s market different sizes of buyers or different regions of the country

-some companies operate their own stores

Factors affecting channel choice
-the selection of the shape, length, and nature of the distribution channel depends on:

-the needs, structure and behaviour of the market, including number of customers

-the nature of the product or service

-nature and availability of intermediarires

-characteristcs and situation of the company

-these factors will point the company toward the selection of a certain channel type

Intensity of distribution
-the number of intermediaries to be used depends on how consumers buy the product

3 distribution strategies 1. intensive 2. selective 3. exclusive

-intensive distribution has convenience products sold in a large number of outlets

(who are intermediaries unless the company owns them, therefore lots of places , lots of clients, ex what you find in convenience stores)

-selective distribution involves using fewer outlets to sell mostly shopping goods (ex clothing, coffee shop-things you look around for)

-exclusive distribution-distribution as consumer are prepared to search for them (higher priced items, expect to do more searching )

Channel conflict
-conflicts occasionally arise in distribution channels

-conflict that occurs when one member of a distribution channel perceives another to be engaged in behaviour that prevents or hinders that first member from acheiving the goals

Forms of channel conflict
-horizontal conflict involves firms competing at the same level of distribution

eg two tim horton’s franchises

-vertical conflict occurs at different levels of the same chanel

eg. Argument between travel agents and airlines over cutting of base commissions

-vertical conflict can occur when producers bypass intermediaries to sell direct or set up dual distribution and compete with retailers

channel organization
-Two types:


* Conventional system

-a distribution system that consists of a loose collection of independent organizations, each of which tires to maximize its own success

-

web ct graph

Service provider--------tour operator--------travel agent-------tourism specialists-------consumers

(often conflicts arise, so instead of having to deal with the problems and to better serve the customer and the organizations themselves and channel members a system called…

Vertical marketing system is used

-a system in which all members of the distribution channel work together as a unified 

(see webct graph what is looks like)

Advantages of VMS over CMS
-allows economies of scale

-entire chain is able to produce goods or services less expensively than competitors due to economies of scale (don’t have to do things 6 times, do them once)

-makes managing conflict easier

-just one meber dominates the channel

-leader has authority to punish channel

-members that are creating conflict and to resolve such situations

-eliminates duplication

-allows all duplicated duties to be eliminated

-levers bargaining power

-gives the system and its member more power to bargain then when channel members work individually

-creates shared goals

Vertical Marketing systems
-VMS is a tightly-controlled distribution system

-may be achieved through common ownership of firms at several levels of the channel (corporate)

2 main forms alliance and franchise

alliance
-formed when two or more oganisations combine resrouces through a contracted agreement

-allows them to overcome each other’s weaknesses by benefiting from one another’s strengths

-examples: tourism, Vancouver and visa, conqueat alliance with skyservice

-Niagara tourism-wine , casino etc. (maybe not official)

Franchise
-businesses that are established when a franchiser grants a franchisee the right to engage in offering, selling or distributing its goods or services under its marketing format

-franchisee (the person at the store level) will pay a fee to purchase a full-srvice franchise, as well as paying an annual percentage of sales

Legal aspects of distribution
-generally it is illegal for a supplier to refuse to supply an intermediary with products

-exclusive dealing is not illegal unless it severely limits business in an area

-tying contracts involve an intermediary being required to carry a supplier’s full line

-exclusive sales territories are not considered to be illegal unless they lessen competition.

Employees role in service delivery
-front line employees and those supporting them behind the secense are critical to the success of any service organization

-focus on service employees because

-they are the service

-they are the organization in the customer’s eye

-they are marketers

-(because they are so intimately tied to the service of the product, we have to manage it very carefully)

-(they directly influence customer satisfaction)

Boundary spanning roles
-provides a link between the external customer and the environment and the internal operations of the organization (bounding this together)

-employees have a critical function because they act as a resource to and from the organization

-resource to external customer-providing info

-emotional labour-goes beyond physical and mental labour-smiles, eye contact, sincere interest, friendly conversations

-sources of conflict-personal and role conflict, conflict between employees which all affect service

-quality/productivity tradeoffs, services are asked to be both effective and efficient, quality and produce as much as possible ( which don’t always go together very well)

Customer roles in service delivery
