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e BAFS

Intended Learning Outcomes

Upon completion of this course, teacher participants should
be able to:

+ differentiate various segmentation methods;

+ identify market niche and develop the strategy of
positioning;

+ apply appropriate marketing mix strategies to
different stages of product life cycle;
+ apply marketing mix strategies for services;

+ recognize the importance of Customer Relationship
Management (CRM) to the marketing process.
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THEE _ . BAFS
Corresponding Syllabuses in

HKDSE Exam

+ Explain different types of market segmentation
methods;

+ Explain the factors affecting the determination of
target market: market niche and positioning;

+ Apply various marketing mix strategies to different
stages of the product life cycle;

+ Explain the characteristics of services and their effect
on marketing mix design;

+ Explain the importance of Customer Relationship

Management (CRM) to the marketing process.
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10 mins Opening Remarks Each of the 5 topicﬁ
: - will cover:
30 mins | Segmentation methods v Definition

. . v . -
25 mins Market niche & Explanation with

e . examples
positioning v’ Case analysis &
25 mins Product life cycle application

' v
10 mins Break Test Yourself

25 mins Marketing mix Where applicable,
strategies for services y will also cover:
) Advanced topics
25 mins Importa.mce of CRM to 7 @relllame e
marketing process v Video clippings

30 mins Integrative Exercises

4
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Think, Pair and Shars

~~ Write down what you think.

»~ Turn to your neighbor, compare and share.
~ How are your ideas similar?

~ How are they different?

31A 2011 5
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IVE Business Administration Elements Of

THERE

a Marketing Plan

BAFS

1) Executive summary

2) Currentmarketing situation
The Product

a) Product life cycle

The Company bl S . .
Customer Analysis ) ervices firm
Current Competitive Analysis C) CUSto.'ner .
Current Marketing Mix Relationship Mgt

3) SWOTanalysis

4) Company mission

5) Marketing objectives

6) Marketing strategies

7) Marketing segmentation & positioning

8) Marketing programmes (marketing mix)

9) Marketing budget

10) Control

11) Conclusion

31 August 2011
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®

Market Segmentation
Methods

31 August 2011 7
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Why market segmentation is Important?
When consumers feel thirsty ~~~

Could you think of any product which can satisfy
the demand of ALL potential customers who
feel thirsty?

O
ONe\I er!

\/

31A 2011 8
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T®E¥hy market segmentation is ImportanB.A
Customers with different characteristics
have dlfferent needs and wants

- Soft Drlnks |

*-—-— e S m &
J._ -J_-_L_ =Py T

31A 2011 9
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T8 Why,Segmentation is Important?

Segmentation /! ‘\

Target N
marketing

31A 2011 10
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Customer-Driven Marketing Strategy

Market segment

is a group of consumers who respond in a similar
way to a given set of marketing efforts.

Market segmentation

is the division of a market into distinct groups of
buyers who have distinct needs, characteristics, or
buying behavior and who require separate products

or marketing mixes.
TUEN MUN P9
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IB&E  Market Segmentation Strategy BAFS

ELE

SIS EE (E AP

U5 ES 85 IR S TH K

Adapted from Marketing:
Defined, Explained, Applied,
Levens, Pearson

Photo

http://www.canon.com.hk/tc

/product/catalog/index.do ln\
31 August 2011 12
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Segmenting Consumer Markets

.-'/ g \ // ‘\\.

Geographic Demographic
segmentation segmentation

\ AN Y,
4 N N

Psychographic Behavioral
segmentation segmentation

- AN /

31 August 2011 13
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T9E%  Segmenting Consumer Markets

® Geographic Segmentation

North America, Western Europe, Middle East, Pacific Rim, China,

World region India, Canada, Brazil

Pacific, Mountain, West North Central, West South Central, East
Country region North Central, East South Central, South Atlantic, Middle Atlantic,
New England

Under 5,000; 5,000-20,000; 20,000-50,000; 50,000-100,000;
City or metro size | 100,000-250,000; 250,000-500,000; 500,000-1,000,000;
1,000,000-4,000,000; over 4,000,000

Density Urban, suburban, rural
Climate Northern, southern

31 August 2011 14
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Resolution 2000 « 2500 px - free download - v psdaraphics.com

31 August 2011 15
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Biia Products Localization &

Marketing Mix Adaptation

// In India, McDonald’s
serves:

e chicken, fish, and vegetable burgers,

e Maharaja Mac—two all-mutton patties,
special sauce, lettuce, cheese, pickles,
onions, on a sesame-seed bun.

31A 2011 16
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TwEE  Segmenting Consumer Markets
@ Demographic Segmentation

Age Under 6, 6-11, 12-19, 20-34, 35-49, 50-64, 65+

Gender Male, female

Under $20,000; $20,000-$30,000; $30,000-$50,000; $50,000-$100,000;
$100,000-$250,000; $250,000 and over
Professional and technical; managers, officials, and proprietors; clerical; sales;
Primary school or less; some high school; high school graduate; some college;
college graduate

Catholic, Protestant, Jewish, Muslim, Hindu, other

m Asian, Hispanic, Black, White

- Young, single; married, no children; married with children; single parents;
Family life cycle . . . .
unmarried couples; older, married, no children under 18; older, single; other
Occupation craftspeople; supervisors; farmers; retired; students; homemakers;
unemployed
Baby boomer, Generation X, Millennial
Nationality North American, South American, British, French, German, Russian, Japanese

31 August 2011 1
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TmE2  Hong Kong Statistics by District

 Thisis a complete source of information with household demographics:

e http://www.censtatd.gov.hk/hong_kong_statistics/statistics_on_map/index.jsp

= » User Guide | %588
) Census and Statistics Department
= The Government of the Hong Kong Special Administrative Region

Demographics (as at mid-2010) Domestic household {as at mid-2010)

l Latest Population and Household Charact

No. of persons Tuen Mun

l Tuen Mun Summary

Mo. of persons 489 700 *

Sex ratio 42

Median age 39

* gxrcluding inmates of institutions and persons living on board vessels

Age group

Population by Age Group

Age Group

55-64

bl . s n e e 4 LY 45-54
ESurvey and happing Office, Lands Departmeat Copyright resarved A b -
- repreduction by permission only g Lan™

Colour Theme | Brown v

25-44
<=200K >200K-300K
>300K-500K >500K-550K
-. -. 25-24
- »550K
15-24
a-14

nnnnn

31 August 2011 18 TUEN MUN P9
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4 ; ) Nationality
Generation Age
C Demographic )

Occupation

Most popular
segmentation method
because

® consumer needs
& wants often
vary closely with
demographic reason

@ Itis easier to

measure than

other types of variables

& )

31 August 2011 19
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Characteristics Affecting Consumer Behavior

Personal Factors

e Age and life-cycle stage 3}‘
e Example .51

>Youth = younger than 18 S e
» Getting started = 18-35 oler nd el eon
» Builders = 35-50
» Accumulators = 50-60
> Preservers = over 60 P e pearson

31A 2011 20
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Characteristics Affecting Consumer Behavior

Personal Factors

Occupation affects the goods and services
bought by consumers

Economic situation includes trends in:

Personal Interest

income rates

31 August 2011 21
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Demographic Targeting by Age

Example:

VS Packaging

Example:

Pay Less for
Adults

31A 2011 22
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Segmenting Consumer Markets

® Psychographic Segmentation

Lower lowers, upper lowers, working class,

middle class, upper middles, lower uppers,
upper uppers

Lifestyle Achievers, strivers, survivors

Personality | Compulsive, outgoing, authoritarian, ambitious

31A 2011 23
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QQQ

Reason:
People in the
SAME
demographic
group can have
DIFFERENT
psychographic
makeup

31A 2011 24
ueust TUEN MUN P9
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Psychographic Targeting by Social Class

TIMETO THINK ©
What are the popular brands of private car for
(1) middle class, (2) upper middles?

Examples: Examples.

VS

Mitsubishi Mercedes Benz

Honda Ferrari

31 August 2011 25
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T &I Advanced BAFS

Characteristics Affecting Consumer Behavior

Social Factors

Social classes are society’s divisions whose members
share similar values, interests, and behaviors

e Measured by a combination of occupation, income,
education, wealth, and other variables

e Social roles and status are the groups, clubs, and
organizations that a person belongs

31 August 2011 26
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Psychographic Targeting by Lifestyles

e The goods that customers buy express their lifestyles

/"//
/ Example:

McCafe your day in
YouTube

|
31 August 2011 27
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Characteristics Affecting Consumer Behavior
Personal Factors

Lifestyle is a person’s pattern of living

e Measures a consumer’s AlOs (activities,
interests, opinions) to capture information
about a person’s pattern of acting and
interacting in the environment

31A 2011 28
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Characteristics Affecting Consumer Behavior
Personal Factors

Personality and Self-Concept

— Personality refers to the unique psychological
characteristics that lead to consistent
responses to the consumer’s environment

31A 2011 29
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THEE  Segmenting Consumer Markets

@ Behavioral Segmentation

Occasions Regular occasion, special occasion, holiday, seasonal

Benefits Quality, service, economy, convenience, speed

Nonuser, ex-user, potential user, first-time user,

User status
regular user

User rates Light user, medium user, heavy user

Loyalty status None, medium, strong, absolute

. Unaware, aware, informed, interested, desirous,
Readiness stage . .

intending to buy
Attitude toward

Enthusiastic, positive, indifferent, negative, hostile
product

31 August 2011 30
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Behavioral Targeting by Occasion

TIME TO THINK ©
What are the popular chocolates for
The Valentine’s Day?

o

Examples:

Ferrero Rocher; Lindt

in heart-shaped boxes

31 August 2011 31
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TEEE Benefit Sought

rewards

small busines
benefits

provide c@

Different segments desire
https://www.citibank.com/us/cards/index.jsp different benefits from products.

Product are grouped according
to the principal benefits which
customers perceive that their
purchases will bring them value,
convenience etc.

P

Example:

Citibank.com

31 August 2011 32
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TEHEE . .
Behavioral Targeting by
Attitude toward Product
e Marketers try to spot cultural shift so that they can discover new

wants and desires, and then develop new products to meet the new

wants and desires.
e An example is the shift toward health and fitness, which creates a

huge industry.

,,,,

/ Examples:

e Health supplements
e Fitness products

33
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L Market Segmentation

Recommendations

®Best to use multiple approaches in order to
identify smaller, better-defined target groups.

@Start with a single base and then expand to
other bases.

31A 2011 34
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Using Multiple Segmentation Base

Age + Lifecycle Stage

/ ANNA SUI

e Cosmetics

e Fashion

http://www.annasui.com.hk/zh-
hk/fashion/show.html|

31 August 2011 35
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Using Multiple Segmentation Base

Gender and Income

—
=

....

e Example:

“f / e Digital cameras

http://www fortress.com.hk/fortress/content/EMA
GAZINE/en/index.html?hs_ctn_ref=EMAGAZINE

31 August 2011 36
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Challenge Corner

Many firms make an effort to identify smaller,
better-defined target groups to ensure productive
results by using

a) loyalty segmentation

b) multiple segmentation bases
c) targeting

d) mass marketing

31A 2011 37
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THEEE
Case Study & Test Yourself
- Market Segmentation

Sy Apply market —
; segmentation methods é
to Starbucks’ consumer market
— T~

31A 2011 38
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LAEE Market Segmentation of BAFS
the Consumer Market for Starbucks

Initial Findings

e The typical customer was wealthier,
generally achievers, and more professional
than the average.

e The customer was far more likely to be
female than male, and between the ages of
24 and 44.

Adapted from
Marketing Management

39 Kotler and Keller, Pearson
31 August 2011
TUEN MUN T=P§
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BAFS

THEE Suggested Answers:
Market Segmentation of
- the Consumer Market for Starbucks

Demographics
segmentation

e more likely to be female

e between the ages of 24
and 44

=
e
S
= -
e
——
L=

31 August 2011

40

—
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Psychograph ic&
Behavioral
segmentation

e wealthier,
e generally achievers, and

e more professional than
the average

TUEN MUN P9
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THEE Market Segmentation of
the Consumer Market for Starbucks

e Had a very strong loyalty status, a passionate attitude
toward the brand, and very heavy usage rates.

e Starbucks customers visit for the quality of the coffee
to be sure.

e But more importantly, they visit for the benefit of
hanging out in a place rich with ambience.

e They enjoy using the Starbucks locations as a meeting
place with friends or as a place to read a book.

Adapted from
Marketing Management

Kotler and Keller, Pearson

31A 2011 41
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\

Social class,
segmentation

e wealthier,

® more

professional
than the

average

/

—
o

Psychographic segmen

L

e

Suggested Answers:

BAFS

Market Segmentation of

the Consumer Market for Starbucks

Lifestyle Personality
segmentation segmentation
e Generally ® passionate
achievers attitude
toward the
brand
////

31 August 2011
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THEERE

......

_oyalty Status
Segmentation

e hada very strong
loyalty status

\

Suggested Answers:

Market Segmentation of

)ser Rates
Segmentation

e very heavy
usage rates

_

"""""

St appropriate

factor as the
center of

Starbuck’s
segmentation
Strategy was

that of
“benefits.”

\

Behavioral segmentation
31A 2011 43
Heust TUEN MUN 59
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Marketing Niche &
Positioning

31 August 2011 44
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TPEE Customer-driven Marketing Strategy

Designing a customer-driven marketing strategy involves:
» Segmentation

In concept, » Targeting
marketing boils » Differentiation
down to 2 e

_ » Positioning
questions:

. Select customers to serve | Decide on a value proposition
(1)Which

. Segmentation Differentiation
customers will we Divide the total market into ‘ k Differentiate the market offering
,- serve? smaller segments Create value to create superior customer value

(2)How will we e ’

th 2 P 4 Targeting clis or | Positionin
serve thems: Select the segment or a ‘ Position the market offering in

segments to enter : the minds of target customers

The goal is to
create more value
' for the customers

we serve than . .
) Source: Marketing: An Introduction, Armstrong
competitors do. & Kotler

31 August 2011 45
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Major Steps

Market positioning

It’'s your company’s niche in the marketplace

Design marketing strategies to profitably

serve selected market segments better than

their competitors do O

O

Market targeting i i B i 15
Choose the most appropriate segments

Market segmentation
Companies cannot satisfy all consumers in a given market,
they must divide up the total market

31 August 2011 46
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Customer-Centered Marketing Strategy

Target marketing is the o s ““ Fis
process of evaluating each /e ™
market segment’s
attractiveness and selecting
one or more segments to
enter.

Kotler and Keller, Pearson

Market positioning is the arranging for a product to
occupy a clear, distinctive, and desirable place
relative to competing products in the minds of the

target consumer.
TUEN MUN P9
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Four Principles of Positioning Strategy

@® A company cannot do all things to all people —
must focus its efforts

@ Must establish position for firm or product in
minds of customers

® Position should be distinctive, providing one
simple, consistent message

@ Position must set firm/product apart from
. Adapted from
competitors oo i et

31 August 2011 48
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- The Steps
Identifying a set of possible |
competitive advantages to build a
position |

Choosing the right competitive

advantages \\T/;—

.

Selecting an overall positioning
strategy

i

™,

Developing a positioning statement

31 August 2011 49
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LAEEE An example of positioning statement

Ooo"To busy, mobile

market professionals who need to
always be in the loop,
BlackBerry is a wireless
connectivity solution that
Ives you an easier, more
reliable way to stay
connected to data,

people, and resources

while on the go.”
31 August 2011 >0 TUEN MUN P9
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advantage
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agnes b. examples of
positioning statements
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Using Positioning Maps to Plot
Competitive Strategy

* Great tool to visualize competitive positioning.

e Useful way to represent consumer perceptions of
alternative products graphically.

e |Information about a product can be obtained from
market data, derived from ratings by representative
consumers, or both.

Adapted from
Services Marketing

Lovelock & Wirtz, Pearso
31 August 2011 52
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THEE  positioning and Segmentation

of Instant Cereal Breakfast
FHEEB

( R )
o s FHERE
i @ HEEEA
Cini ) ( e )
HTEﬁﬁﬁ EhuEnE =
£
R
a EAF

e SEmER

HEFER
[ A Source: ouhk.edu.hk

& iamit |
PANER: -1 )
ugus >3
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Giordano slowly moves its positioning upward to meet the rising
affluence, hence the resulting desire for high-end apparel of its
core target segment

Up-market
E
. General

Specific , opeal

Segment appeal
BA - Baleno
BS — Bossini
E — Esprit
G Cur — Giordano Current
GL — Giordano Ladies
G New — new, aspired HT >
position for all
its country operations Adapted from

— Services Marketi

'T"II _ :';‘251 Zen Value-for-money Lovelockegn\/cvei?tz, Pearsor

Lovelock & Wirtz, Services Marketing

31 August 2011 >4
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Choosing a Positioning Strategy

by Differentiation

ldentifying a set of possible competitive advantages to build
a position by providing superior value from:

r "

Product differentiation (eg, durability, reliability, consistency, uniqueness)

Service differentiation (eg, speed, convenience, careful delivery)

Channel differentiation (eg, convenient location, intensive channel)

People differentiation (eg, convey benefits & positioning)

Image differentiation (eg, hiring, training, better people than competitors)

e

31 August 2011 55
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THERE

31 August 2011

Choosing a Positioning Strategy
by Differentiation

7~

\,

Product differentiation (eg, FANCLIEE A IT)

Service differentiation

\,

(eg, McDonald’s)

7~

~

Channel differentiation (eg, 7-ELEVEN)
People differentiation (eg, Cathay Pacific)
Image differentiation (eg, LOUIS VUITTON)

BAFS

56
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Ealas Competitive Positions

(.

| Market
\

- leader

g Market follower

v
| Photo by

— Marketing Management

M. Kotler & Keller, Pearson

Market “
challenger |

Market
nichers

Market nichers are firms that serve small market
segments not being pursued by other firms.

31 August 2011 57
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Market Nicher Strategies

Ideal market niche is big enough to be profitable
with high growth potential and has little interest
from competitors.

Key to market niching is specialization
Market *
eCustomer
*Product
*Marketing mix

Photo by
Marketing Management

Kotler and Keller, Pearson
31 August 2011 58
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LOUIS VUITTON

e 1837%F + —EAEHMERBERNI6E D E ~
Louis thton BEEEEZEEFHNHESA

o DIRITFEFEXRILOUIS VUITTON - AEBE=HE
S BUFEIfE - ] 7 TEKAR L BRI - B
AEREGRARTEZERANSKmE -

« 18964 - Louis thtonE’J?ﬂ?George Vuitton
aeal L ALVAES BEUIEAH S KAV " Monogram

854 - BEAFLOUIS VUITTONRZE A HEC) S8 -

)ﬂ%%ﬁﬁﬁ?ﬂ%ﬂﬁ’ﬁ%ﬂﬂ%%

31A 2011 59
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Market Nicher Strategies

Beating the Commodity Trap, How to Maximize Your
Competitive Position and Increase Your Pricing

Power
INess ewmm, '

by Richard A. D’
ﬁtﬂﬂ?&-

the Cosmmadity T

B P R g

R e oet e [N

31A 2011 60
Heust TUEN MUN 5P



IVE Business Administration
THE%IE Advanced B FS

Market Nicher Strategies -
Commoditization

e Qver time, a company’s product or service becomes
indistinguishable from others in the market, and consumers buy
on price alone—so a once-unique product becomes a
commodity.

WHY DIFFERENTIATION IS NOT ENOUGH

e Differentiation can be a powerful way to change positioning.
But it is only part of the solution.

 The answers lie with anticipation.

31 August 2011 61
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TEHEHE
Market Nicher Strategies -
Commoditization
Price ¥
Low-end firms enter with low-cost/low- | as Zara did to high-end
Benefits to benefit offerings that attract the mass fashion companies in

customers ¥

market.

Europe

Price¥ *

Benefits to
customers ¥ ®

Companies develop new combinations
of price paired with several unique
benefits that attack part of an
incumbents’ market

as 3D-GOLD did to Tse Sui
Luen & Chow Seng Seng

Price ¥

Benefits to
customers

Players offer more benefits for the same
or lower price, squeezing everyone’s
margins

as Apple did with its
series of iPods

31 August 2011
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Market Nicher Strategies
mEMBASEIERIEMT

sEERREEMBEE _ANEHEDER
M—ERB%E—F - FA8B% EE&E#‘*”UF
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Challenge Corner

The marketing approach that is most effective
today for a small business is

a)individualized (one-to-one) marketing
b)differentiated segmentation
c)undifferentiated marketing

d)niche marketing

31 August 2011 64
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THEE Case Study & Test Yourself BAFS
- Marketing Niche

& Positioning
\ /
; Apply the targeting & positioning é
for the niche marketer — Cable TV
— T~

31A 2011 65
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IVE Busi Administrati _— -
I@é]}sgmess ministration POSltlonlng BAFS
for the niche market -

Cable TV

e |Identified a substantial segment of customers that the
market leader do not focus to serve.

Targeting

The best way to compete against a mega-competitoris to
not compete againstit.

* They key is positioning away from the strengths of the
competition.

e Positioned itself as the alternative to such.

More variety of choices of channels.
More flexible scheduling of programmes.
e Live broadcast of football matches.

Niche

31 August 2011 66
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Marketing Mix Strategies

Application of

to Different Stages

of Product Life Cycle

111111111111 67 TUEN MUN %P
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TEHEE n .
T rofie 9 Product Life Cycle BARS

n Sales

Profits

L

Time

Product
development| Introduction Growth Maturity  Decline

Losses/
investment ($)

Usually each product has its life cycle, although its
exact shape and length is not known in advance.

The PLC is the course that a product’s sales and profits
takes over its lifetime.

Marketing: An Introduction
Armstrong & Kotle

31 August 2011 68
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Stages in the Product Life Cycle

Product development
Introduction, example: iPad?

@®
@
® Growth, example: high-definition TVs
@ Maturity, example: DVD players

®

Decline, example: video tapes

S NN N Y

_ Sales &
High Sales Profits Sales Profits
Costs Climb Peak Peak Fall

31 August 2011 69
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TEHEIE
Common Product Life-Cycle Patterns

Scalloped Pattern

Growth-Slump-Maturity Pattern Cycle-Recycle Pattern
u € u
E £ E
= = =
5] S 5]
> > >
3 < — — g
A A Primary Recycle G
cycle
Time Time Time
Example: Example: |
small new Example:
kitchen drugs Nylon
appliances 2

Marketing Management
Kotler and Keller, Pearson

70
TUEN MUN P9
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Style, Fashion, and Fad Life Cycles

Style Fashion
LA LA L
g4 g £
mn ] )
("] i (%]
Time

Example:

Example:

Example: .
P Fashion

shows

Harry
Potter toys

Hair style

Marketing Management
Kotler and Keller, Pearson

31 August 2011 71

TUEN MUN P9



I:\]:/%%isginess Administration | BAFS
Question:
Is PLC applicable to all products?

NO~NO~©
Some well-managed brandes,
such as Kodak, Coca Cola, Polo

Ralph Lauren, has lived for
more than 100 years.

3 20 72
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Marketing Strategies in the Product Life Cycle
The Marketing Mix

Product
Place
Price

Eromotion
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Developing an Integrated Marketing Mix

Marketing mix is the set of controllable
tactical marketing tools—product, price,
place, and promotion—that the firm blends
to produce the response it wants in the
target market.
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Promotion through PLC

Growth
Matunty

Lntrwucn i

Reminder
Advertising

Informative
Advertising .

" Persuasive
. Advertising

Increase
brand loyalty

Price & promotion changed
to increase life of product

/

Increase
awareness

Source www leammarkeling net
Time
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Product Life Cycle Stage

Product Development Stage

® It begins when the company finds and
develops new-product ideas.

® Sales are zero in this stage and the company’s
investment costs are high.
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Product Life Cycle Stage

/ Examples:

/ e iPad3
e iPhoneb

31A 2011 77
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Product Development stage

® New product development is risky.

® To create successful new products, a company
must understand its consumers, markets, and
competitors and develop products that deliver
superior value to customers.
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/ Examples:

e Playstation3

e xbox
|
Characteristics Introduction Stage
Sales Low sales
Costs High cost per customer
Profits Negative
Customers Innovators
Competitors Few
31 August 2011 79
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THE®E Marketing Strategies at Different Stages
i of the PLC
Introduction stage

Create product awareness and trial

Product Initially offer a basic product

Price Skimming and penetration pricing

Place Build selective distribution

Promotion - Advertising Build product awareness among early adopters and dealers
Promotion - Sales Promotion Use heavy sales promotion to attract trial

Adapted from Marketing Management
Kotler and Keller, Pearso
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.....

Example:

Nintendo Wii

Characteristics

Sales Rapid rising sales
Costs Average cost per customer
Profits Rising profits
Customers Early adopters
Competitors Growing number
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of the PLC
Growth Stage

Marketing Objectives

Maximize market share

Product Offer product features, service, warranty

Price Competitive pricing to penetrate market

Place Build intensive distribution

Promotion - Advertising Build awareness and interest in the mass market
Promotion - Sales Reduce to take advantage of heavy consumer
Promotion demand

Adapted from Marketing Management, Kotler and Keller, Pearson
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Maturity Stage

=

Example:

NDS

Characteristics

Sales Peak sales

Costs Low cost per customer

Profits High profits

Customers Middle majority

Competitors Stable number beginning to decline
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Marketing Strategies at Different Stages
of the PLC

Maturity Stage

Marketing Objectives |

Maximize profit while defending market

Product Diversify brand and models

Price Pricing to match or beat competitors
Place Build more intensive distribution
Promotion — Advertising Stress brand differences and benefits

Promotion — Sales Promotion Increase to encourage brand switching

Adapted from Marketing Management, Kotler and Keller, Pearson
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Maturity Stage Modifying Strategies

@® Market modifying
@ Product modifying

® Marketing mix modifying
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Decline stage

//

/ Example:

Game Boy

Characteristics Decline Stage

Sales Declining sales
Costs Low cost per customer
Profits Declining profits
Customers Laggards
Competitors Declining number
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THE®E Marketing Strategies at Different Stages
of the PLC
Decline stage

Strategies I

Product Phase out weak items
Price Cut price
Place Go selective: phase out unprofitable outlets

Promotion — Advertising Reduce to level needed to retain hard-core loyals

Promotion - Reduce to minimal level
Sales Promotion

Adapted from
Marketing
Management,
Kotler and Keller,
Pearson
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Decline stage

Companies need to pay more attention to aging
products.

Marketers have 3 options:
® to maintain a brand without change

» in the hope that competitors will leave the industry

@ to harvest the product

» Reducing various costs and hoping that sales hold up

® to drop the product from the line
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Challenge Corner

Internet-enabled mobile phones are currently
experiencing rapid market acceptance and
increasing profits. Which stage of the product life-
cycle does this represent?

a) Introduction
b) Growth
c) Maturity
d) Decline

31A 2011 89
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Product Life Cycle of Mobile Phone

 Product development: 70s
* Introduction: 80s
 Growth: 90s

e Maturity: 2000’s 2010’s

e Decline: Future

31A 2011 90
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THEEE
Case Study & Test Yourself
- PLC

Nintendo Wii

W

Apply the product life cycle —
S
~

Adapted from
Marketing Management

Kotler and Keller, Pearson
31 August 2011 o1
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PLC of Nintendo Wii

\

e Wiiis a generational product,

e je, while one version of the product may come out
and run its life cycle, an updated version of the
product is released to start that life cycle all over
again.

J
)

e In 2011, the product is in the growth stage.

e A ssignificant period of time has passed and the initial
SNeXSEl[-  introduction is over.

J
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PLC of Nintendo Wii

-

e Sales during introductory stage usually start off slow.
* This was not the case with the Wii.
* Sales were strong from the beginning.

N Probably the introductory phase was very brief.

/e The growth phase is characterized by growing
sales.

* Both early adopters 5 #17k F1%E & early majority
are buying.
\* Costs fall and profits rise.
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The “Right” Marketing Mix Strategies

e Wasted no time in coming out with additional )\
games, accessories.

Product

¢ Nintendo’s download channel J

e Competitors with initial prices significantly higher.
e Priced for penetration to begin with.

e With strong sales, Nintendo will not have to reduce
price until the competition drops prices. »,

31 August 2011 24
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S Suggested Answers

The “Right” Marketing Mix Strategies

-

e following an intensive distribution
strategy.

Distribution

N

-

e As in the video clipping.

Promotion

.
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Application of
Marketing Mix Strategies

For Services |
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Marketing Mix Design for Products
VS

Marketing Mix Design for Services

Example: Example:

VS

Florist Hair Salon

Distinction between goods and services is
not always clear-cut as many services

also have tangible aspects to them.
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The Tangibility Continuum & Continuum of
Evaluation for Various Products/Services

Most services

Most goods

Easy to | | | | | | | | | | Difficult
Evaluate = = B t tn e e B = W m = W to Evaluate
£ § 58 £ 8§ £ 8§ 5 8 8 5 8 ¢
E £ E 2 8 e §E = 5 8 & & & §
S 5 &g T g £ £ £ 5§ 8 § & &
& S 8 § &€ 2 2
2 5 : e 5
8 = T
= =
Framework for
v . v . s g Marketing Management,
High In Search High In Experience High In Credence Kotler & Keller, Pearson
Qualities Qualities Qualities
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Service Products vs Customer Service

A firm’'s market offerings are divided into
@ core product elements and
@ supplementary service elements

e Need to distinguish between:

— Marketing of services —when service is the core
product

— Marketing through service — when good service
increases the value of a core physical good Adapted from

Services Marketing

Lovelock & Wirtz, Pearso
31 August 2011 99
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Unique I Intangibility
Characteristics , Inseparability
| Variability

Perishability

\\ Product
Extended \\ " Place & Time
\ //_ Price
Marketing \Promotion & Education
Mi \ Process
9 \ Physical
e \ People
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LAEs Services Characteristics
Example:
s S M Dining in hotel restaurant | 4 z=myy=rars )

A3

Intangibility Inseparability

Services cannot be
separated from their
providers

Services cannot be seen,
tasted, felt, heard, or
smelled before purchase

Variability Perishability

Quality of services depends Services cannot be stored

on who provides them and for later sale or use
when, where, and how

Z Example: . I?xam-ple: | S
Doctor’s surgery Riding in taxi
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IVE Business Administration
L haracteristics BAFS
/ J Intangibility:
Cannot be seen, tasted, felt, heard, or
smelled |
| Perishability: ‘
Example: Flying by Airline )
Variability: ‘
Depends on users Marketing Management
. Pearson Education
Inseparability: \ \\

|
Example: Clinical consultation )
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Marketing Strategies for Service Firms

N N N/ ~N
Satisfied
Internal and Greater Satisfied Heal:chy
% . - service
service productive service and loyal :
. . profits and
quality service value customers
growth
employees | |
A8 VRN N VRN AR

Service-profit chain is the chain
that links service firm profits with
employee and customer
satisfaction.
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5] : :
= The “7 Ps” of services marketing are
needed to create viable strategies for
meeting customer needs profitably

Traditional Marketing Mix Applied to Services
— Product
— Place and Time
— Price
— Promotion and Education

Extended Marketing Mix for Services

— Process
— Physical Environment U
— People LoveIocieév{fvei?t';{llai’rezkaerggg
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THEE The “7 Ps” of services marketing are
needed to create viable strategies for

meeting customer needs profitably

@ Product elements: All components of the service performance that create value
for customers.

Place and time: When, where, and how to deliver services to customers.

®© ®

Price : All the outlay incurred by customers in obtaining benefits from the service
product costs of service, including money, time expenditures, physical and mental
effort.

@ Promotion and education: All communications activities and incentives designed
to inform and educate customers, build preference for a particular service, and
encourage them to take action.

® Process: Design of the method and sequence of actions in service creation and
delivery.

® Physical environment: The appearance of buildings, equipment, interiors,
personnel, and other clues that provide evidence of service quality.

@ People: Interactions with employees involved in service production and with other
customers encountered during service delivery.
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Examples:

e Starbucks in Beijing
e Starbucks in Shanghai
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THEEE
Case Study & Test Yourself
— Services Marketing

—~ Apply the seven Ps of service —
; that involved é
— T~

in a banking service
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Seven Ps in a banking service

* include aspects like cheques and ATM cards
Product

e issues of teller

e 24-hour access to ATMs for certain smaller
Place& transactions

Time .
e Internet banking

e include costs incurred traveling to the bank or
Price ATMs
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1EER Suggested Answers
Seven Ps in a banking service

¢ television commercials and

e notifications of account changes in the mail | Promotion &
Education

e facility layouts and

e tellers dressing in business attire Physical
environment
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1BEE Suggested Answers
Seven Ps in a banking service

o efficient and correct handling of

transactions by both employees and ATMs
Process

¢ friendliness of tellers and customer service
representatives

People e aswell as other customers
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Customer Relationship

Management (CRM) to the
Marketing Process ‘
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THERE

Add Customer Attrition to the P&L Sheet

Customer Customer Satisfaction
service perception level

—— Better than expected —  Delighted

Service experience [ As expected — Satislied

—— Less than expected —  Dissatistied

22 g )
3 3 3

Dissatisfied Satisfied Delighted
High risk of loss May jump Lo Will tell others
Lo competition competition and repurchase

il opportunity vour product or

Source: Customer Relationship Management

Anton & Petouhoff, Pearson Education 0eCurs service
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Customer Dissatisfaction
iIs Expensive

THERE

31 August 2011

Loyalty

BAFS

100% Apostle
80%
60%
40% Terrorist
20%
1 2 3 4 5
extremely somewhat slightly satishied very
dissatisfied  dissatisfied  dissatisfied satisfied
( Opinions of friends
Uselul | 61%
Customer Relationship Management
Anton & Petouhoff

Not very usclul

113
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BAFS

Customer Disloyalty vs Service

17% %
Dissatisfied :
with the 68,

product Shortcomings

In customer
service

31 August 2011

Unhappy

Only 4 percent «

customers Happy customers

of dissatisfied Retaining customers costs one-fifth

customers complain, Lo one-sixth less.

Over 90 percent

ol unhappy Satisfied customers are willing to

customers won't be back. pay more.

Each dissatified
other people.

customer tells nine Each happy customer will tell five people
about good service.

114
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HH TIME TO THINK ©

What are the key success factors for
Starbucks?

/ Key Success
/ Factors:

e Engaged & passionate partners

e Differentiation through services &
long-term relationship building
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Framework for CRM
Steps:

@® Collect meaningful customer information and compile a
database.

Mine the database to identify “best” customers.
Identify prospects and customers

© VvV ®

Use the information to develop lasting relationships
with “best” customers.

» Differentiate customers by needs and value to company

» Interact to improve knowledge

» Customize for each customer

@ Attract more customers who fit the “best” customer
profile.
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Using the CRM Database

@® To identify prospects

@ To target offers To deepen loyalty
® To reactivate customers

@ To avoid mistakes
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LEEZBuilding Customer Relationships
= The Changing Nature of Customer Relationships

Incorporating more interactive
two way relationships through
blogs, Websites, online
communities and social networks

FTEEETEERNEER

Relating with
More Carefully

Selected

Customers Relating More

Deeply and
management to target fewer, more Interactive |y

Using selective relationship

profitable customers
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Capturing Value from Customers

e Building the right relationships with the right
customers involves treating customers as
assets that need to be managed and
maximized

e Different types of customers require
different relationship management strategies

— Build the right relationship with the right
customers

31A 2011 119
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TEEE B L :
oyalty =i and Organizational Actions
Customer Organizational Actions
loyalty to:
Brand Brand images/positioning...promotion
Product Accessories, complementary items, reliability...production
Company Personal connections/reinforcement/trust...public relations
Customers Interpersonal meetings, chats, reunions... target markets
Price Discounts, coupons, everyday low pricing...efficiencies
Place Outlet, aromas, sounds, excitement...atmospherics
Variety New options, variations, ....production
_ il
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§ Case Study & Test Yourself

- CRM

I Applying Customer —
Relationship
; Management to the é
— T~

Marketing Process
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Jane’s CRM & Marketing Efforts

e Jane has a small jewelry store.

 She is in the process of implementing the
use of a database to assist her company in its
marketing efforts.

e List five ways in which she might be able to
use the database for marketing efforts.
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Jgne’s CRM & Marketing Efforts

e identifying prospects

e deciding which customers should
receive a particular offer

e strengthening customer loyalty

J/
I N
e reactivating customer purchases
> <
e avoiding serious customer mistakes
. vy
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Customer Reactivation

e Jane’s jewelry store grows into a chain with few
stores over some years. The company continues to
collect information about its customers and maintain
a database.

 Recently, however, Jane’s company has been losing
customers to competitors as the expansion has
made it difficult to personalize services.

e How can Jane use its customer database to
reactivate customer purchases?
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Jane’s CRM &

C_gstomer Reactivation

'« send out birthday or anniversary

Automatic cards,
mailing e Christmas shopping reminders, or
programs ° off-season promotions
Using the * make attractive or timely offers to
database its customers based on their
preferences
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The Revamped Ocean Park

(A Success Story on How Ocean Park Turned
the Disney Threat on its Head)
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Number of Attendance at Ocean Park

attendance (million)
wo

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Years

http://www.oceanpark.com.hk/html/tc/footer/corporate-information/ar.htmi
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el The Revamped Ocean Park

————

ye BRI S EESZEER

Q takungpao.com.hk

ERRERAFOBINOERBEX |
Fosg A B A BNA AL “ABF BRI \
IuT PREER ISR A FEAL G By £k o

M EAL

|
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EA The Revamped Ocean Park

4 N 4 Y
P 2000# > - A BB E L RATH| o . : |
> LR E BER R B ok ¢ HqIST
EREVFHEIRE “**#J# "RRHLE | #
P ﬂ?ﬁﬁlf%%%g,\ + 83 o

[P En] 2006#11°*

7 201049 H
\ )
a o e
a =
Video — *& s B 3H3Te + FHfd u rj:zzdj i"‘]m!ﬁ’
OceanPark’ s halloween #2107 Boobk ~
marketing strategy 107 ,E’x it
e [ s pA el vl
http://www. youtube. com/watch?v=5docgVNSHH @ZR 10 Ex % ¢ R J 10 ¥ #
ApgEy 201049
L P | Ot 2010695
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The Revamped Ocean Park
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The Revamped Ocean Park
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The Revamped Ocean Park

Administration
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The Revamped Ocean Park

4 )

Video - Ocean Park’ s halloween
marketing strategy

http://www. youtube. com/watch?v=5docgVNSHH

. /
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The Revamped Ocean Park

Market segmentation

Market niche and positioning

Product life cycle

/Ps for services marketing

Customer relationship management
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End of Presentation
Please complete the evaluation form.

Thank You Very Much!
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