Basic Marketing

Office Depor—operate stores of 16,000 w 20,000 square feer
{i.e., ]:a:E;l_' stores CIJITLPBJ‘:d 1o the wsual affice \I,|}I]_11}’ stores] nnd
let customers wheel through high-stacked shelves to supermur-
keee-like checkour counters. Thee chains stress convenience, wide
selection. and much lower prices than the npical office supply

retailers. They buy diceccly from manufacturers, such as AAAL by
passing wholecler: like Business Cenrer, It is likely thar the grow.
ing pressure from these chaing is cousing Business Center tn
renew its proposal te buy a file line with it own name, For e
anipile, Staples offees its own dealer brand of Sles and many other
types of prodigs,

Mone of Stasiaks acher accounts is nearly s cffective in resiling as
Business Cenrer, which has developed a goad repumdon in every
major ciry in the councry. Business Center’s profits bave heen the
highest in the industry, Further, ins brands are almost as well-knows
as thoss of some key producers—nd its expansion plans are aggres-
sive. And new, these plans are being presured by the fast-growing
superstores, which are slready knocking our many leeal stationers,

Stasia s sure thar AAAS brands ars well entrenched in the
murher, despite the faet thar moss available money has been de-
vorted 1 new-produet development racher than promuotion of o
isting brands. But Stasia 15 concerned that if Business Cener
brasds its awn file falders, it will sell chem ar a discount and iy
even bring the whole market price level down, Across all the lines
of e folders, Stasia bs averaging a 35 percemt gross margin, bue
the commanly vsed file felders soughe by Business Center are

14. Showtime Media

Bab Meriva, manager of Shewtime Media, is looking fiar ways
v increase profite. Bur he's turning cautous after the poor resulis
of his last effore during the previous Christms smson, Showrime
Media is Tocared IlIUIJg a |:'-LI5}" Cross-town strest abaue twa erles
from the downtown of o metupelizn arca of T million and near a
farge universtey. [ sells a wide variety of producis used for i differ-
ent types of multmedia presentations. [t line include high-
quality viden and digital carmeras, eolor ssanners for wse with
compurers, facpanel monitars. celeprompress and projection
equipment, including video=beam overhiead projectors, and lec
tronic projectors that produce large-sereen versions of compries
ourpur. Mest of the sales of this specialiced equipment are made o
ares schoal boards for dlasssoom use, o indusiry for use in research
anel sales, and oo the university for wse in research and instrucrion.

showtime Medi also offers 2 good selection af producion
guality video media, specializend supplies (such as the large-format
avetites wsed with backlit signsh, video and audio edicing equip-
ment, anel 4 specialized video editing service, Instead of just dupli-
eatlng videos on a mass productien basis, Showtime Media gives
ezch video editing job individual seention—o add an audlo rack
v inarporate computer graphics as requested by 5 customes This
service is really sppreciaced by local firms that need help peoduing
high-quality DVDs—for exainple, for training or sales applicarions.

To encourage the school and industeial isade, Showrime Media
atfers o graphics consultdon sepdce, I a customes wants (o croure
4 video ar compuierized presencasion, professional advice s readily
available. In suppaet of this free service, Showtime Media carries 2
full line of computer software for multimedia presenations and
graphics work, Showtime Media has four full-time swore clarhs and
rwo outslde sales reps. The siles reps call on business firms, atcend
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averaging only u 20 percens gross marging And cutcing chis mare
gin further does not lool very aceacive to Stas

Stasia Is not cure wherher Brsiness Cenzer will cantinue 1o sell
AANS FILEX brand of folders aleeyg with Business Center's own
file folders if Business Center it able ro find & source of supply.
Business Ceorers history hay been vo gell it own hrand and o
major brand side by side. especially if the major brand affers high
quility and has strong brand recopnizion,

Stasia is having a really haed tme deciding what o do abour
the existing branding policy, AAA has excess capacicy and could
casily handle che Business Center business, And she fears thar if
she turns down chis business, Busines Cenrer will just £o else-
where and itx own brand will eur inte AAAS existing sales ar Busi-
ngss Center scores, Further, whar makes Business Cenrers affer
especially attractive s that AAAS vartable manufacturing coses
would be guite low in relation to any price charged ro Business
Clenter—hur 15, there aze substantial econamies of scale; 5o the
extra business could be very proficable—if Stasia doesst consider
the' possible impace on the FILEX line, This Business Center
busines will be sasy oo ger but it will require s major change in
volicy, which Srasia will huve o sell 1o Ramon Torres, AAAS pres-
ident, This may not be ensy. Ramon is primarily inceresed in
developing new and betrer producss su the company can avaid
the “tommodicy end of the business.”

Evatduate AAAY rrrene sracegy, Whar showle Sravde Arosta do
aboter Business Centers affer? Explain,

teade shows, make presentations for schools, and help bach cirzent
arul porential customers in thelr wse and choice of mulimedia ma-
serials, Mose purchives are delivered by the sales reps or the store's
delivery truck. Many repeat orders come in by phone ar mail, buy
emmmail and electronic fle exchange have became commaon.

The penple who make most of the over-the-counter purchases
are (1) seriows amateurs and (2) some professionals wha prrepane
videos or compugerlzad presentation marerialy on a foe baste, Show-
dime Media gives price discounts of up to 23 percent off the sug.
pested recaif price o cusinmer: who buy mote than 2000 warth
uf goods per vean Most regular customers qualify for the discount.

It tecent years, many amatess photo bulfs have purchased dlgd-
tal cameras o capture family pictures. Frequesndy, the buyer is 2
cemputer user who wants to use the computer as a digital dark-
meam—and the cameras now available make this cagn Showrime
Medin has not previously offered the lower-priced and lower.
quiality digital medels such buyers commonly want, Bur Bob knew
that lors of such digital camerss were boughe and fele thar there
aught o be 2 goed eppertunity ta expand sales during the Chrise-
mas gili-giving season. Therefore, he planned a special pre-Chiises
s sale of o of the most popular brands of digital cuneras and
discounred the prices so comperitive discount store levels—ahou
$129 fur one and 5189 for the other. To promere the sale, he
pasted large signs in the store windows, gave the sale o lot of space
on the home page of Showtime's website, and ran ads in 0 Chiist.
mas giff-suppestion edition of che Jocal newspaper, This editian ap-
pearcd each Wednesday during the four weeky before Chiisemas,
At these prives anid wach this promotion, Bob hoped o sell 2t Jeast
100 cameras, Flowever, when the Chrisemas returing were in, tosal
sibes were five cameras, Bob was extremely dissppointed with these
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result—especially lecanse rade esperts suggested that sales of
digitul cameris in those price and qualicy ranges were up 300 per
cent over last vear—during the Christmay selling season,

15. The Buckeye Group

Theresa Campang, owner of The Buckeye Group, is deciding
wherther o gake an @ new line. She ks vesy congerned because, al-
thaugh she wants more lings, she feels thar something i wrong
with her larest candidare,

Theresa gradugesd frome a large Midwestera university in
2006 with a DS, in business. She worked selling cell phones fors
year. Then Therssa decided ro go into business for hersell and
tormed The Buckeve Group. Looking for oppostunities, Theresa
'_E‘]ﬂ-'.'-‘f‘d- several ady in hes local NeWspRper in Columbus. Ohia,
R TE TS i|'|5 rhar she was interested in hDC':-ﬂ"-i-!ES a sales [Epresen
tative in the asca. She was quire P]ru:\.cli: 1o receive a number of
responses, Evenmually. she became the sales representatlve in the
Columbus ares for three local computer software producers:
Accto Company, which produces accounting-relared suftware;
Sulecis, Inc., 4 producer of sales management software; and Tnve,
Ine., a pm-duc-;r Dri:r'l'.'f.‘:r_cury comirol sofrware. All of chese come-
panies were 'rr|'.|1i-.'r1].- small and were mgmxn:od in other areas |3_'-'
other sales representatives like Theresa, The compunies ften sem
her leads when customers (rom her area expressed intesest aca
rrade show or through the company's websire.

Theresas main job was o call on pessiple customers, Cinee
shie made a sale, she would fax the signed license agreemens w the
respective producer. who would then LIPS the pograms directly
1o the customer on more ofien. provide a key code for a websize
doweload. The produser would bill che customer, and Theresa
would recelve 2 commission varying from 5 to 10 percent of the
dallar valee of the sule. Therea was expected o pay her own ex-
penses. And the producers would handle any user questions, ei-
ther by using 800 rumbers for aut-altown calls ar by e-mail
querics 1o a rechnical support group.

Therma culled on anyone in the Celumbus area who !!li.gl'l[ L
the produces she sold. At first, her job was relavvely easy, and sales
camme quickly becawse she had lirde competicion. Many national
companies offer similar products, bus ar thar time they were noc
well represented in the Columbus area. Most small businesses
needed somenne to demonstrace what the software could do.

In 2008, Theresa sold $250,000 worth of Accto softwarce,
carning a 10 percent commission; $100,000 worth of Saleco soft-
ware, alsoearning a 10 percent commission; and 200,000 warth
aof Invo software, carning a 7 pereent commission, She was en-
cuurggcd with her P and looked forward to -:N?ﬂ.r:diﬁ_l
sales in the frure, She was especially eptimistic because she had
achieved these sales volumes without overtaxing hersell Tn R,

16. J&J Lumber Supply

Jimmy Olson, ewner of 18] Lumber Supply, feels his Busingss
ts threatened '!1}- i n.‘:ll.[‘_i'l new QU:I'.I‘IPCHIGP. And now ]ilTlITl:-' must
decide quickly about an offer thut muy save his busi
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Fvaluate what Showiime Media it doing and whar bappensd
with the special promeorion, Wikar shontd Bob Merir do o increase
sales and profies

shf; ﬁ:l[ sh,:_- WHS UP{:',IHH:_" -1 abwsiar 040 percent of her E.'i]:l:l.ti.t‘}' :ln.d.
vould easily take on new lines, 5o she began locking for other
praducts she could sell in the Calumbus area.

A local softwars company has recenely approached Theresa
abour selling its mewly developed sottware, whick ls basically a
network security product. It i deslgned to secreely rrack all of the
kevstrokes and mouse clicks of each employee as he or she uses
the computer—so thar an employer can ideniily inapprapriae
uses of ies CompLLers af confidencial dara, Theresa isnt oo ¢n-
ihusiasic abour this offer because the commission is only I per-
cent on potential annual sales of wbour 3150,000—and she alse
doesn't like the idea of \r"illg g Pfl'ldl'.l:[ shat mig_’J‘lt undermine
the privacy ol emplovees who are not d‘l:lil'l:i_.: anything wrong,

Mo Theresa Is faced with another decision, The owner of the
MeralCloar Company. alse in Columbus, has made what leoks
like an atrrzcove offer, She called on MerstCoat oo see i the frm
might he interesred in buying her accouncing software, The
owner didn't wane the software, bur he was very impressed with
Theresa. After rwo El}ng discassions, he asked i she would like o
help MeslCoar solve its current problem. MetalCoar is having
troulile with marketing, and the owner would like Theress w
take aver the whole marketing effort,

MetaliZoar produces solvents used w make coatings for metal
products, Tt selbs mainly 1o industrial customers in the mid-Ohle
area and faces many competitors sclling cssenrially the same
products and charging che same low prives.

MetalConir i o small manufacturer. Last years sales were
500,000, It could handle ax least four times chis sales volume with
case and is willing 1o expand o increase sles—is auin objective
in the short run, MetdCoar's owner is offering Theresa a 12 per-
cent commission on all sales if she will take charge of its pricing,
advertising. and sales efforts, Theresz 15 Hactened Ly the olfer, bur
she is a livtle worried becnee i i a differsnt ovpe af product and
sk wonbd have o learn a fot about It The iﬂh alse migh: n:quirc i
grear deal more traveling than she is doing now. For one thing, she
would have ro call on new potencizl cestomers in mid-Ohio, and
she migh‘r have o mmved up 1o 200 meatles aronind Columbie to ax-
pand the solvent business, Further, she realizes thar she is being
asked to do mete than just szl Burshe did have muarketing courses
i eellege and thinks the new vppormnisy might he challenging,

Evaluate Therese Campanal curret strasegy and bot the pro-
Jrosend suluest fie fits in awdelh what the i dotng waw, Whar showld she
dnd Win

Jirmemy b been a sales rep for lumber mills tor about 20 years.
He searted selling in a clothing stose but gave it up after owo years
ta work in 2 lumberyand beeavse the futre looked much better in



