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video NOTES
Twenty videos are available, geared to individual chapter topics. The teaching notes for these videos are also included in the Video Notes section of this Instructor’s Resource Manual, beginning on page V.1.

Video 9: “MTV Urge and MTV University: MTV Goes Everywhere” 
MTV has an established reputation for delivering music and videos to a generation of young adults. This video focuses on two new MTV enterprises: Urge, an online music distribution service, and MTV University, a cable channel designed by and for college students.

Alternative: “SolutionPeople: SolutionPeople Have the Idea” 
SolutionPeople is a B2B company that helps corporation groups “think outside of the box” to develop fresh business solutions. This video focuses on the challenges of developing and pricing products that are almost completely intangible.
(Bonus Case 9-1, “SolutionPeople: SolutionPeople Have the Idea” on page 9.51 of this manual relates to this video.)

BRIEF CHAPTER OUTLINE AND LEARNING GOALS 

CHAPTER 9
Marketing: Product and Price

I.
Introduction to Marketing
Learning objective 1
Define marketing and its eight functions.

II.
The Eight Functions of Marketing

III.
Market Segmentation
Learning objective 2
Understand market segmentation and name the types of segmentation.

A.
Segmenting the Consumer Market

IV.
Consumer Behavior
Learning objective 3
Explain the process consumers go through when purchasing products and how consumer markets differ from business-to-business markets.

A.
The Business-to-Business Market

V.
The 4Ps of Marketing: Product
Learning objective 4
Describe the various aspects that go into the product element of marketing’s 4Ps.

A.
Total Product Offer

B.
Market Research

C.
Product Differentiation

D.
Packaging

E.
Branding

F.
Product Development Process

VI.
The 4Ps of Marketing: Price
Learning objective 5
Describe the different types of pricing that should be considered in marketing products.

A.
Product Life Cycle

B.
Cost-Based Pricing

C.
Demand-Based Pricing

D.
Competition-Based Pricing

E.
Break-Even Analysis 

F.
Other Pricing Strategies

VII.
SUMMARY
LECTURE OUTLINE AND LECTURE NOTES
CHAPTER OPENING PROFILE
SSB Technologies (Text pages 282-283)
Marco Sorani saw a need for disabled access to the Internet—many of the 54 million disabled Americans were not able to access Web sites. He designed software that can read captions out loud so that blind people can hear what is on the screen. It can also caption Web audio and enlarge text. When the U.S. government issued guidelines for complying with the Rehabilitation Act of 1998, it created an expanded opportunity for Sorani’s company SBB Technologies. Sorani’s marketing strategy involves many of the key concepts discussed in this chapter—understanding consumer behavior, target marketing, and understanding product and price.

	Lecture outline 




lecture notes

	
I.
Introduction to Marketing
Learning objective 1

Define marketing and its eight functions. (Text pages 284-286)


A.
Marketing is more than selling or advertising.


B.
Marketing is the process of planning and executing the conception, pricing, promotion, and distribution of goods and services to facilitate exchanges that satisfy individual and organizational objectives.
	PowerPoint 9-1
Chapter Title
(Refers to text page 282)
PowerPoint 9-2
Learning Objectives

(Refers to text page 283)


	
II.
The Eight Functions of Marketing


A.
Eight marketing functions are involved in finding an unmet need in the market and then providing that product or service to consumers.


B.
Exchange


 
1.
Buying: investing and developing or procuring products to fill customer needs (determined through market research).


 
2.
Selling is involved when customers are informed of a product (packaging and advertising).


C.
Physical Distribution


 
3.
Transportation: goods must be transported from the factory to the place where they will be sold.


 
4.
Storage for products until ready for customers.


D.
Facilitating


 
5.
Quality and quantity: providing the right quantity of product of the right quality.


 
6.
Financial, including:


 

a.
the methods and procedures for payment;


 

b.
the price that supplier and wholesalers charge;


 

c.
the company’s pricing of their products to consumers.


 
7.
Risks are involved in buying, transporting, and selling products


 

a.
Risks are involved in buying, transporting, and selling products.



 

b.
Potential competitors also introduce risk.



 
8.
Marketing information: 


 

a.
Tasks needed to sell products include:





i.
setting prices;





ii.
determining how sales of the product will help companies meet their financial objectives;





iii.
reviewing market research and competitor’s marketing information.


 

b.
A marketer must be prepared to change the message and the product or service accordingly.


E.
Marketing begins with determining who your customers are.
	PowerPoint 9-3
The Eight Functions of Marketing (Refers to text pages 284-286)
TEXT FIGURE 9.1 

The Eight Functions of Marketing (Box in text on page 285) 
TEXT REFERENCE 

Real World Business Apps

(Box in text on page 285)
Ariel Powell is a small-business owner who has just developed a brand new product. Ariel has developed a prototype and found a manufacturer. She now must decide what price to charge for the product and how to market it. 
Bonus Case 9-1
SolutionPeople: SolutionPeople Have the Idea (Video Case)
This bonus case ties in with the video available for use with this chapter. The concepts of product development, packaging, and branding apply to services as well as goods. (See complete case, discussion questions, and suggested answers on page 9.51 of this manual.)


	
III.
Market Segmentation


A.
Consumer groups differ greatly in age, education level, income, and taste.


 
1.
Marketers cannot fill the needs of everyone.


 
2.
They must first decide which group to serve and then develop products and services specially tailored to their needs (as Campbell Soup does).


 
3.
MARKET SEGMENTATION is the process of dividing the total market into groups whose members have similar characteristics.


 
4.
TARGET MARKETING is choosing the market segment for a marketer to focus its efforts on. 


B.
Segmenting the Consumer Market
Learning objective 2
Understand market segmentation and name the types of segmentation. (Text pages 286-289)


 
1.
Methods of dividing the market:


 

a.
GEOGRAPHIC SEGMENTATION is dividing the market by geographic area (cities, counties, states, regions, etc.).


 

b.
DEMOGRAPHIC SEGMENTATION is segmenting by age, income, and education level, race, profession, or religion.


 

c.
PSYCHOGRAPHIC SEGMENTATION is segmenting by lifestyle, values, attitudes, and interests.


 

d.
BENEFIT SEGMENTATION is determining which benefits are preferred and using those benefits to promote a product.


 

e.
VOLUME (usage) SEGMENTATION is separating the market by usage (volume of product used) or how often a product is used.


 
2.
The best segmentation strategy is to use all the variables to come up with a consumer profile that’s sizable, reachable, and profitable.


 
3.
Reaching smaller market segments


 

a.
NICHE MARKETING is the process of finding small but profitable market segments and designing custom-made products for them.


 

b.
RELATIONSHIP MARKETING is a marketing strategy with the goal of keeping individual customers over time by offering them new products that exactly meet their requirements.


 

c.
The latest in technology enables sellers to work with buyers to determine their individual wants and needs and to develop goods and services specifically designed for those individuals.


 

d.
The text uses two examples: service firms such as airlines, rental car companies, and hotels; and the Hard Rock Café.
SELF Check Questions (Text page 289)
1. What are three ways in which marketers can segment markets?
2. Why do marketers choose to segment markets?
	TEXT FIGURE 9.2
Some Methods Marketers Use to Segment the Market (Box in text on page 288) 
PowerPoint 9-4
Market Segmentation
(Refers to text pages 286-290)
Bonus Case 9-2
Whole Foods Markets Naturally
This case discusses Whole Foods Markets, a chain of “supernatural” stores that combine the appeal of natural foods and gourmet foods. (See complete case, discussion questions, and suggested answers on page 9.53 of this manual.)
critical thinking 

exercise 9-1

Identifying the Target Market

This exercise asks the student to identify the target market for various products and services. (See complete exercise on page 9.37 of this manual.)
Bonus Case 9-3
Marketing to the Baby Boom Generation
The baby boomer generation, the largest population group, is a profitable market for targeted products and services. (See complete case, discussion questions, and suggested answers on page 9.55 of this manual.)
Bonus Case 9-4
Thermos: Customer-
Oriented Marketing
To become a world-class competitor, Thermos completely reinvented the way it conducted its marketing operations. (See complete case, discussion questions, and suggested answers on page 9.57 of this manual.)

	
IV.
Consumer Behavior
Learning objective 3
Explain the process consumers go through when purchasing products and how consumer markets differ from business-to-business markets. (Text pages 290-294)


A.
Before you can sell effectively to someone, you must understand their motivations and reasons for purchasing a product.


 
1.
The consumer purchase decision process involves:


 

a.
problem recognition;


 

b.
information search;


 

c.
evaluate alternatives;


 

d.
make purchase decision;


 

e.
postpurchase evaluation.


 
2.
Consumer behavior researchers also study the influences that impact consumer behavior.


 

a.
marketing mix variables (the four Ps)



 

b.
psychological influences such as perception and attitudes



 

c.
situational influences such as the type of purchase and physical surroundings


 

d.
sociocultural influences such as reference groups and culture


 
3.
Consumer behavior is also influenced by other factors:


 

a.
Learning involves changes in an individual’s behavior resulting from previous experiences and information.


 

b.
A reference group is the group that an individual uses as a reference point for his or her beliefs, attitudes, values, or behavior.


 

c.
Culture is the set of values, attitudes, and ways of doing things that are transmitted from one generation to another in a given society.


 

d.
Subculture is the set of values, attitudes, and ways of doing things that results from belonging to a certain group with which one closely identifies.


 

e.
Cognitive dissonance is the type of psychological conflict that can occur after a purchase—such as the purchaser’s doubts about whether they got the best product at the best price.


B.
The Business-to-Business Markets


 
1.
Marketers of goods and services to manufacturers, institutions, commercial operations, and the government are called B2B marketers.


 
2.
Because business buyers have their own decision-making process, marketing strategies are different.


 
3.
Several factors make business-to-business marketing different.


 

a.
Number: There are relatively few customers compared to the consumer market.


 

b.
Size: Though few in number, industrial customers are relatively large.


 

c.
Geographically concentrated: B2B markets tend to be concentrated in certain areas of the country.


 

d.
Rational: Business buyers are generally more rational than consumers in their purchase decisions.


 

e.
Direct: B2B sales tend to be direct.




f.
Personal selling: There is more emphasis on personal selling than in the consumer market.




g.
Packaging tends to be more functional in B2B.

SELF Check Questions (Text page 294)
1. What are the five steps in the consumer decision-making process?
2. Describe a recent purchase and how you went through this process.
3. What are some differences between the consumer market and the B2B market?
	TEXT FIGURE 9.3
Outside Influences on the Consumer Decision-Making Process (Box in text on page 291) 
PowerPoint 9-5
Consumer Behavior
(Refers to text pages 290-292)
TEXT REFERENCE 

Study Skills: Importance of Good Communication Skills 
(Box in text on page 291) 
An additional exercise and discussion is available on page 9.28 in this manual.
Lecture link 9-1

Retro Merchandise Sells
Wax lips, bubble-gum cigarettes, Slinkies, and Moon Pies. The toys and treats of the post-World War II generation are enjoying a revival. (See complete lecture link on page 9.29 of this manual.)
lecture link 9-2
Top Ten New Products in History

Research and development executives identify the top ten new products of all time. (See complete lecture link on page 9.29 of this manual.)
Bonus Case 9-5
Food Marketing in the 

Inner City
This case focuses on how food marketing in the inner city is different from that in suburban neighborhoods. (See complete case, discussion questions, and suggested answers on page 9.59 of this manual.)
PowerPoint 9-6
The Business-to-Business Market (Refers to text pages 292-294)
lecture link 9-3
DeWalt Identifies its 

Target Market

DeWalt Tools discovered that it was targeting the wrong market. (See complete lecture link on page 9.30 of this manual.)
TEXT FIGURE 9.4
Comparing Business-to-Business and Consumer Buying Behavior (Box in text on page 293) 
critical thinking 

exercise 9-2
Consumer or B2B Good?

This exercise asks students to classify various products and services as being a consumer good, a B2B good, or both. (See complete exercise on page 9.40 of this manual.)


	
V.
The 4Ps of Marketing: Product
Learning objective 4
Describe the various aspects that go into the product element of marketing’s 4Ps. (Text pages 294-302)


A.
Marketing management is the process of overseeing all the aspects of marketing a particular product or service for the purpose of attracting and retaining customers.


 
1.
The 4Ps are the ingredients that go into a marketing program:


 

a.
Product


 

b.
Price


 

c.
Place


 

d.
Promotion


B.
Total Product Offer


 
1.
A customer is not only buying a product or a service, but also purchasing everything that goes along with it.


 
2.
Total product offer consists of everything that consumers evaluate when deciding whether to buy something.


C.
Market Research


 
1.
MARKETING RESEARCH is the analysis of markets to determine opportunities and challenges, and to find the information needed to make good decisions.




a.
One goal is to determine exactly what consumers want and need, now and in the future.





b.
Marketing research is the activity that gathers the information businesses need to compete effectively.





c.
In addition to customers, marketers should pay attention to the views of employees, shareholders, consumer advocates, and other stakeholders.



 
2.
The marketing research process




a.
Step 1. Defining the problem and determining the present situation




b.
Step 2. Collecting research data





i.
PRIMARY RESEARCH is research that a marketer creates and implements, including focus groups.






ii.
A FOCUS GROUP is of a small group of people who meet under the direction of a discussion leader who tries to discover their opinion about a product.





iii.
SECONDARY RESEARCH is data already available to the marketer, such as in government publications and journal articles.







a.
The disadvantage of secondary research is the information is not developed for one marketer’s purpose.







b.
It is, however, much more inexpensive to conduct and faster to gather than primary research. 





c.
Step 3. Analyzing the research data





i.
The data collected must be turned into useful information.






ii.
Careful, honest interpretation of the data can reveal specific marketing challenges.



 

d.
Step 4. Choosing and implementing the best solution.


 
3.
A PRODUCT LINE is a group of products that are physically similar or intended for a similar market.


 

a.
The costs of marketing research can be spread over an entire product line.



D.
Product Differentiation


 
1.
PRODUCT DIFFERENTIATION is the creation of real or perceived product differences.


 

a.
Actual product differences are sometimes quite small, so marketers must create a unique, attractive image (examples: various brands of bottled water).


 

b.
Customers develop strong loyalties over perceived differences.



 
2.
Classifying consumer goods and services


 

a.
Convenience goods and services are products that the consumer wants to purchase frequently and with a minimum of effort.





i.
Examples: candy, milk, snacks, gas, and banking





ii.
For these, location, brand awareness, and image are important for marketers.





iii.
Sold in: convenience stores (example: 7-Eleven)





iii.
The Internet provides another level of convenience.


 

b.
Shopping goods and services are those products that the consumer buys only after comparing value, quality, price, and style from a variety of sellers.





i.
Shopping goods and services are usually sold through shopping centers where consumers can make comparisons.





ii.
Sold in: Sears and Macy’s.






iii.
Examples: shoes, appliances, and auto repair services


 

c.
Specialty goods and services are consumer products with unique characteristics and brand identity.





i.
Because these products are perceived as having no reasonable substitute, the consumer makes a special effort to buy them.





ii.
Examples: specialty foods, expensive wine, and jewelry





iii.
These are often marketed through specialty magazines.





iv.
Interactive web sites make purchasing specialty goods more convenient.


 

d.
Unsought goods and services are products that consumers are unaware of, haven’t thought of buying, or find that they need to solve an unexpected problem.





i.
Examples: car towing services, burial services, dental work


 
3.
An INDUSTRIAL GOOD is a product which is used to produce or as a component of, other products; sometimes called business goods or B2B goods.


E.
Packaging


 
1.
Packaging plays an important role in customers’ evaluation of the value package.


 
2.
Packaging must do the following:




a.
Protect the goods inside, stand up under handling and storage, be tamperproof, deter theft, and be easy to open;




b.
Attract the buyer’s attention;




c.
Describe the contents and give information about the contents;




d.
Explain the benefits of the goods inside;




e.
Provide information on warranties, warnings, and other matters;




f.
Give some indication of price, value, and uses.


F.
Branding


 
1.
A BRAND is a name and symbol that identify the product of one seller over another.


 
2.
BRAND EQUITY is a combination of factors that people associate with a given brand name, such as image and perceived quality.


 
3.
BRAND LOYALTY is the extent to which a customer will choose one product over another on a continual basis.


G.
Product Development Process


 
1.
The new product develop process includes six steps:




a.
idea generation;




b.
product screening;




c.
product analysis;




e.
development;




f.
testing;




g.
commercialization. 



 
2.
Idea generation: ideas come from employees, suppliers, and others.


 
3.
Product screening, looking at the new ideas in terms of profit potential and marketability.


 
4.
Product analysis: If the costs of making the product versus the sales forecasts are attractive, the product goes into the development and testing stage, then is commercialized.


 
5.
Products that don’t meet the established criteria are abandoned.
SELF Check Questions (Text page 302)
1. What are the 4Ps?
2. What are four classifications of product?
3. Describe the difference between the two types of market research.
	PowerPoint 9-7
The 4Ps of Marketing: Product (Refers to text pages 294-296)
bonus internet

exercise 9-1
Comparison Shopping Online

This Internet exercise directs students to BizRate.com, a Web site that lets consumers compare both product price and vendor reputation. Students are asked to comparison shop for a digital camera. (See complete exercise on page 9.34 of this manual.)
TEXT FIGURE 9.5
Potential Components of a Total Product Offer (Box in text on page 295) 
critical thinking 

exercise 9-3
Find a Need and Fill It

This exercise asks the student to look around himself or herself to identify a need that is unfilled. (See complete exercise on page 9.42 of this manual.)
PowerPoint 9-8
Market Research (Refers to text pages 296-298)
TEXT REFERENCE 

Career Development:

The Importance of Positive Attitude 
(Box in text on page 295) 
An additional exercise and discussion is available in this chapter on page 9.25.
bonus internet

exercise 9-2
How Do Nonprofits Market Themselves on the Internet?

This Internet exercise asks students to research a nonprofit organization’s Web site to explore how the organization approaches marketing. (See complete exercise on page 9.35 of this manual.)
critical thinking 

exercise 9-4
Good to the Last Drop

This exercise involves an in-class product comparison. Can students identify the taste of their favorite cola in a blind taste test? (See complete exercise on page 9.44 of this manual.)
PowerPoint 9-9
Product Differentiation
(Refers to text pages 298-300)
lecture link 9-4
The Mystique of Coca-Cola

A critical element in Coca-Cola’s success is the aura of mystery around the product’s formula. (See complete lecture link on page 9.30 of this manual.)
TEXT FIGURE 9.6
Various Categories of Consumer and Industrial Goods and Services (Box in text on page 299) 
lecture link 9-5
Brand Management Icons

The Michelin Man is 75 years old, but he’s not the oldest brand mascot. (See complete lecture link on page 9.31 of this manual.)
PowerPoint 9-10
Packaging (Refers to text pages 300-301)
lecture link 9-6
The 100-Calorie Snack 

Attack

Food companies such a Kraft are introducing individual 100-calorie packages of popular snacks such as Cheetos and Oreos. (See complete lecture link on page 9.31 of this manual.)
lecture link 9-7
The New Barcodes

After years of using a 12-digit UPC barcode, U.S. companies will now be using the same 13-digit standard that has long been the worldwide standard. PPT 9-11 below shows an example of the new code. (See complete lecture link on page 9.32 of this manual.)
PowerPoint 9-11
Example of a UPC Barcode (Refers to text pages 300-301)
critical thinking 

exercise 9-5
Choosing a Brand Name

This gives students a chance to create unique brand names for several consumer products. (See complete exercise on page 9.48 of this manual.)

bonus internet

exercise 9-3
Most Valuable Global Brands

Interbrand, a research company, annually ranks the most valuable brands in the world. This exercise asks students to research the current year’s ranking. (See complete exercise on page 9.36 of this manual.)
PowerPoint 9-12
Product Development Process (Refers to text pages 301-302)
TEXT REFERENCE 

Ethical Challenge: Celebrity Endorsements
(Box in text on page 302) 
Many producers use brand association to sell their products, often using celebrity endorsements. If young people are lured into trying inappropriate things, who is responsible?
lecture link 9-8
The DVD War
The conflict over video formats for consumer video players is heating up. Half the movie companies are adopting the HD DVD format. The other half is adopting the incompatible Blu-Ray format. (See complete lecture link on page 9.33 of this manual.)
TEXT FIGURE 9.7
The New-Product Development Process (Box in text on page 305) 


	
VI.
The 4Ps of Marketing
Learning objective 5
Describe the different types of pricing that should be considered in marketing products. (Text pages 302-311


A.
The firm may have several objectives in mind when setting a pricing strategy.


 
1.
Pricing objectives include:




a.
Achieving a target return on investment or profit. Most first seek to maximize profit.





b.
Building traffic. 





i.
Low prices on certain products (lost-leaders) can bring customers into your store.





ii.
LOSS LEADERS: When a store advertises certain products at or below cost to attract people to the store.




c.
Achieving greater market share. Price can be used to capture and hold market share.





i.
Auto companies offer low finance rates, low lease rates, or rebates.






ii.
Market share can be defined as the proportion of sales made by a company vs. the total number of sales for that particular product.




d.
Creating an image. A high price may present an image of status.





e.
Furthering social objectives. A product may be priced low so more people can afford to buy it.



 
2.
A company’s short-term pricing objectives may differ from its long-term objectives.


 

a.
Pricing objectives are influenced by product design, packaging, branding, distribution, and promotion.


 

b.
A product’s price and cost to produce aren’t always related.


B.
Product Life Cycle


 
1.
Most products go though four stages: introduction, growth, maturity, and decline.


 

a.
The PRODUCT LIFE CYCLE is a theoretical model of what happens to sales and profits for a product class over time.


 

b.
Not all products follow the life cycle, and some brands may act differently.


 

c.
Knowing what stage in the cycle a product is in helps marketing managers to decide when strategic changes are needed.


 
2.
The life cycle affects pricing, because the longer a product stays in the life cycle, the more profit will be made.


 

a.
The higher the demand for a product, the higher the price that can be charged.


 

b.
A fad product must be priced carefully because it goes through the life cycle quickly.


C.
Cost-Based Pricing



 
1.
Producers often use cost as a primary basis for setting price.


 
2.
In the long run, the market—not the producer—determines what the price will be.


D.
Demand-Based Pricing 



 
1.
TARGET COSTING means to price based upon demand.


 
2.
A product is designed so it satisfies needs and meets the profit margins desired by the company.



 
3.
Marketers estimate the selling price that people are willing to pay, then subtract the desired profit margin.


E.
Competition-Based Pricing



 
1.
Competition-based pricing is a strategy based on what other competitors are doing; the price can be set at, above, or below competitor’s prices.


 
2.
PRICE LEADERSHIP is the procedure by which one or more dominant firms set the pricing practices that all competitors in an industry follow.


F.
Break-Even Analysis



 
1.
Break-even analysis is the process used to determine profitability at various levels of sales.


 
2.
The break-even point (BEP) is the point where revenues from sales equal all costs.


 
3.
BEP is calculated:




                  Total fixed cost (FC)                 .




Price of 1 unit — Variable cost of 1 unit


 
4.
You don’t make a profit until you sell more than the breakeven sales volume; beyond that you make a profit.


G.
Other Pricing Strategies



 
1.
Pricing in the introductory stage is critical.


 
2.
One approach is to use the pricing strategy matrix.


 

a.
Determine if the product has high, medium, or low value to the customer.


 

b.
The price charged can also be high, medium, or low.


 

c.
The place where the two meet shows the direction the marketer should go.


 
3.
Pricing strategies for specific products:



 

a.
A SKIMMING PRICE STRATEGY is a pricing strategy in which a new product is priced high to make optimum profit while there is little competition; however, it invites competitors.


 

b.
A PENETRATION STRATEGY is a pricing strategy in which a product is priced low to attract more customers and discourage competitors.





i.
It allows a company to capture market share quickly.





ii.
This strategy is effective for small businesses.



4.
Pricing strategies used by retailers:




a.
EVERYDAY LOW PRICING (EDLP) is a pricing strategy where prices are set lower than other stores and there are no special sales (example: Wal-Mart).




b.
The HIGH-LOW PRICING STRATEGY has regular prices that are higher than at stores using EDLP, but they have many special sales in which the prices are lower (example: department stores).




c.
Consumers can use the Internet to find lower prices, making it harder to use this strategy.





d.
Some retailers chose the products they carry based on price (example: stores that sell only products priced at $1).




e.
Retailers also use BUNDLING, grouping two or more products together and pricing them as a unit.





f.
PSYCHOLOGICAL PRICING (ODD PRICING) is pricing goods and services at price points that make them appear less expensive than they are (example: gasoline priced at $2.99 instead of $3.00).


H.
Many factors affect price and must be considered.
SELF Check Questions (Text page 311)
1. What are three objectives that might be used when setting pricing strategies?
2. Discuss three types of pricing strategies which might be used in marketing.
	TEXT REFERENCE 

Thinking Critically: Avoid the Black Hole of Business Start-Ups
(Box in text on page 304)

No one deliberately sets out to fail in business, but four out of every ten start-ups fail in the first year, six within the first five years. Many of the missteps and disasters that befall a new business are avoidable.

PowerPoint 9-13
The 4Ps of Marketing: Price (Refers to text pages 302-303)
TEXT FIGURE 9.8
Sample Strategies Followed During the Product Life Cycle (Box in text on page 305) 
TEXT FIGURE 9.9
Sales and Profits During the Product Life Cycle (Box in text on page 307) 
PowerPoint 9-14
Product Life Cycle
(Refers to text pages 303-307
TEXT REFERENCE 

Career Spotlight: 

So, You Want to Be … in Marketing (Box in text on page 310) 
PowerPoint 9-15
Demand-Based Pricing
(Refers to text pages 307-308)
TEXT REFERENCE 

Real World Business Apps

(Box in text on page 312) 
Ariel has decided to set her price high, using a skimming strategy, to maximize profit. She has designed an attractive package and has chosen a target market: men and women between 18 and 40. 
critical thinking 

exercise 9-6
Break-Even Analysis

This exercise guides the student through the analysis required to determine a restaurant’s break-even point.  Use PPT 9-16 below with this exercise. (See complete exercise on page 9.49 of this manual.)

PowerPoint 9-16
Breakeven Analysis
(Refers to text pages 309-311 and CTE 9-6 above)
TEXT FIGURE 9.10
The Pricing Strategy Matrix (Box in text on page 309) 
PowerPoint 9-17
Other Pricing Strategies
(Refers to text pages 309-311)
Bonus Case 9-6
Everyday Low Pricing (EDLP)
Retailers such as Wal-Mart and Kmart have had great success using everyday low pricing (EDLP). (See complete case, discussion questions, and suggested answers on page 9.61 of this manual.)


	
VII.
SUMMARY
	


career and study skills notes
Career Development Box:

The Importance of Positive Attitude (Text page 295)
Instructor’s Notes for Text Box Nine:(Objectives to consider and implement to increase students’ knowledge, usage, and understanding of the concepts).

If we want to become more productive and get the most return for our time spent on all things in life that we must do and more importantly, the things that we do not like to do, a positive attitude makes the difference between average or below average output and expectations and above average to great output and expectations.
To help with the proper mind-set regarding attitude, here are some famous quotes that might hit home and make you think more about your current state of mind and what you might do to improve your own attitude:
William James:

“It is our attitude at the beginning of a difficult task which, more than anything else, will affect its successful outcome.”
Robert Conklin:

“It’s not the situation….it’s your reaction the situation.”
Less Brown:

“Life takes on meaning when you become motivated, set goals and take on them in an unstoppable manner.”
Brian Tracy:

“Make a game of finding the positive in every situation. Ninety-five percent of your emotions are determined by how you interpret events to yourself.”
Student Exercise:

Give students the following questions to discover where their own attitude might really be at compared to what they might have thought without this self-examination. Discuss the questions and answers with the class for a good conversation on attitude.

Read each situation and answer each question as your might view it honestly; give answers that reflect how you look at various situations as they relate to your attitude and outlook:

Question 1: 

When you are asked to do something that is difficult, for example, anextra project in class or working longer hours on your job, how do you usually respond?

(a) I immediately say “NO” to myself and put little or no effort into what is being asked.

(b) I put up my guard and ask questions and look for ways to get out of the situation.

(c) I ask questions because I know I haveto do it and want to find out more before I leave the situation.

(d) I immediately volunteer myself and put myself on the team to get things done understanding it may take more than is expected and the job duties might change.

Question 2:
You have been told by your boss that you are going to get a “promotion” including more pay if she can get final approval from her supervisor and this excites you.

A week passes and you are really thinking a lot about the new position and what it might do for you personally and professionally. Finally, your supervisor informs you the promotion was not approved and you have to remain in the current job. Also, she does not have a timeline for when this subject will be discussed again. How might you handle this situation?

(a) You take the news terribly and angrily walk off telling your boss you may not come back.

(b) You confrontyour boss, telling her she was not forceful enough in getting you the promotion and you are not sure you want to work for her.

(c) You hold your emotions in check, saying little, and go back to your job with minimum effort as your disappointment is very obvious and you will need time to make the adjustment.

(d) You thank your boss for seeing you as a good employee and tell her that you will work the same and even harder to make sure the company sees what a valuable employee you are. Eventually, the company will have no other choice but to promote you in the future.

Question 3:

You are working with a personal friend and classmate on a group assignment for your math class (doing a survey and tabulating and interpreting the results) and it takes several weekends to complete the assignment. Along the way, you find your friend is lazy, doing little to help you and by the completion of the project, he has taken advantage of you and you are offended by his overall lack of commitment to the project and its outcome. Because of this situation, you work extra hard and the project is turned in on time and you get an A for your grade. As you present your projects findings in class, students (and the teacher) are impressed by how well you did your work and in the process, your friend pretends he did most of the work and wants to take credit for how well the project turned out. As you have already endured your friend’s laziness when the work was to be done and now see him taking credit for the outcome, you respond by:

(a) Speaking up during the presentation, letting the students and teacher know that your friend did little to help and that you want to make it clear you deserve all the credit.

(b) You withdraw from the presentation and let your friend take over and continue his pretense of acting as if his knowledge and hard work are the reasons the project turned out so well.

(c) You stay involved in the presentation and walk away disgusted at the end, not being sure of how you will handle what has just happened.

(d) You remain involved in the project making sure it is conducted properly. After the class has ended, you ask the teacher if students can fill out a personal evaluation about their involvement and contributions in the project to help the teacher understand what really happened during the course of the meeting times and the final writing up and presenting of the project. This is your positive way to let the teacher know the work distribution was not as expected and that you are helping her better understand what happened in your supposed team effort. 
Question 4
You go out for your school’s basketball team and make the varsity squad. Your coach has made an important statement at the beginning of the season that he has no favorites and that playing time will be earned. You take this statement as true and have a tremendous preseason after working really hard and expect to get a lot of playing time when the season starts. The season is now one-third completed and you are hardly playing; in fact, there were a few games where you sat on the bench the whole game. You have noticed lately that the coach does have favorites and you are losing the motivation to play, considering how the season has gone so far. Given the current situation, you are likely to:

(a) draw attention to yourself during warm-ups, making comments that can be heard by your teammates and coaches that you might as well enjoy the floor time now because it will be the only time you a chance to make a shot that counts.
(b) wait until the next game and since you are relegated to the bench, you start mocking the actions of the coach because you want to embarrass him in front of the team and fans watching the game.

(c) look for the captain of the team and ask if you can talk to him about the situation. You want to know why you are not playing and ask for his help to try to find out from the coach if something is wrong that you are not aware of.

(d) remain positive about the situation and approach the coach and remind him how hard you have worked and how much you want to contribute to the team’s success. You know that you will let the situation play out and remain positive no matter how hard it might become to remain sitting on the bench. 

As you reflect on your answers to the questions, read these additional questions and write your short answers in your Career Smart Journal:
1. 
What were your answers to the previous questions? Did you have a pattern of being more negative than positive? Or did you feel that your actions were easily justified and there is no reason for you to change your behavior.
2. 
How do you feel your attitude is? More negative than positive or more positive than negative? Why?
3. 
What are the consequences of having a negative attitude?
4. 
What are the benefits to improving your attitude? 
5. 
What steps can you take to improve your attitude? List them:


(a)
__________________________________________________________________________


(b) 
__________________________________________________________________________


(c)
__________________________________________________________________________


(d) 
__________________________________________________________________________


(e)
__________________________________________________________________________
Study Skills Box:
Importance of Good Communication Skills (Text page 291)
Instructor’s Notes for Text Box Nine:(Objectives to consider and implement to increase students’ knowledge, usage, and understanding of the concepts).

How well do you do speaking to groups of people? How well do you do speaking to a large audience or with your boss in a one-on-one meeting? Each of these situations requires different speaking and communication skills. Having some mastery over each can greatly enhance your value because communication skills are the links to what you know and how well you present your knowledge to others. Also, communication skills help you convince, persuade, command or motivate others, given specific situations and desired outcomes you trying to obtain in your professional career and daily life. 

To think through how effective communication skills are achieved, first consider how you think about public speaking. Second, think how well you might do speaking to your peers; smaller groups of people that are usually your equals. Finally, consider how well you do with one-on-one situations where your every word is being analyzed. This type of situation can have implications on how well you communicate, which can further enhance future career opportunities. Before we get ahead of ourselves regarding communication skills, college course work is the learning and proving grounds for working on your communication skills. In most cases, your instructor will be a good critic and mentor for helping you improve your communication effectiveness through sound writing and helpful speaking techniques.

Student Exercises:

Have fun with communication improve; make a list of situations (such as: you have just won the Olympic gold medal in the marathon; you have just won the Oscar for your latest movie; you have just been elected mayor of your town, etc.). Write them on pieces of paper and have students pick them and immediately describe how they would explain their subject orally in front of the class. This is a good way to get them to talk on their feet, in front of a group who happens to be their peers. At the conclusion, discuss the good things they were able to do and the difficulties they encountered. Allow for the instructor and students to give feedback to help students become better speakers.
lecture links

lecture link 9-1

Retro Merchandise Sells
Wax lips, bubble-gum cigarettes, and Sky Bars evoke wonderful memories for customers of a certain age. With its assortments of all-but-forgotten childhood treats like pumpkin seeds, licorice pipes, candy necklaces, Necco Wafers, and Boston Baked Beans, Groovy Candies is one of several nostalgia candy sellers that are unabashedly marketing to the generation that came of age in the 1950s and ‘60s. Sales are booming: Groovy Candies’ sales have risen from $50,000 to $3 million since the company was organized in 1998. 

It’s not just candy. The Internet has made it possible for customers to purchase all sorts of childhood memories. Retailers are resurrecting 1950s-era toys and games, including wooden alphabet blocks with old-fashioned lettering and Fisher-Price Snoopy pull toys. Even toys from the 1940s, like Slinkys and Uncle Wiggly, are back in vogue, says Ken Moe, director of Back To Basic Toys, one of the marketers that specialize in old-time fun and games. 

Most of these products have been around all along, often sold only in mom-and-pop shops or sold only regionally. But the Internet has made them available to a wider audience. 
The affluence and nostalgia of the post-World War II generation is fueling this trend. They are extraordinarily nostalgic, according to Syracuse University professor Robert Thompson. “They grew up at a time when there was an explosion of culture and products designed especially for them.” According tosome experts, this era was the most child-centered in history.
 
lecture link 9-2

Ten Top New Products in History
Three hundred and fifty research and development executives were polled by New Product Development newsletter on the top ten new products of all time. Their choices, in order:


(1)
The wheel


(2)
The bow and arrow


(3)
Telegraph


(4)
Electric light


(5)
Plow 


(6)
Steam engine


(7)
Vaccine

(8)
Telephone

(9)
Paper

(10)
Flush toilet
lecture link 9-3
DeWalt Identifies its Target Market
By the late 1980s the DeWalt brand of power tools was failing. The production of the line of was halted, and the brand was shelved. Makita, a Japanese tool company, had taken over the market. They “had eaten our lunch throughout the ‘80s,” says Nola Archibald, CEO of Black & Decker, which owns the DeWalt name. “So we started doing a bunch of research.” The findings were surprising. Consumers were lukewarm about DeWalt tools, but professional tool users had a high regard for the brand. “The light went on,” says Archibald. Black & Decker launched a line of portable electric power tools under the DeWalt name in 1992, and then an innovative line of cordless tools two years later.

In just 13 years, the company has become one of Black& Decker’s most profitable divisions. With $1 billion in annual sales, it commands a 35% share of the professional-tool market.

How did DeWalt fix itself? The company decided to market DeWalt primarily to professionals, who make up 69% of U.S. tool sales. They followed up by making the tools more rugged and reliable. That was important to people who use tools every day; it also allowed the company to charge a higher price.
Then they got creative. An army of tool guys in bright-yellow trucks swarmed construction sites around the country to get workers to test and critique DeWalt tools on the spot. They camped out in Home Depot and Lowe’s parking lots, inviting passersby to test their tools.

To reach Hispanics—who represent nearly 20% of DeWalt’s customers—DeWalt hired Ethnic Marketing Group (EMG), a Los-Angeles-based agency. DeWalt and EMG launched a contest to find the most dedicated, respected Spanish-speaking construction worker in the Southeast. The contest has expanded into other cities, from San Diego to Orlando, and Black & Decker has doubled DeWalt’s Hispanic marketing budget along the way.

What DeWalt doesn’t do is just as interesting. They don’t do TV commercials, and they don’t sell at Wal-Mart. The strategy is all about controlling distribution and protecting the brand. And keeping their marketing efforts directly focused on the correct target market—the professional user.

lecture link 9-4
The Mystique of Coca-Cola
One of the masters in product differentiation is Coca-Cola. The brand is worth $65 billion worldwide. A critical element in this success is the aura of mystery around the product’s formula.
The 120-year old formula for Coca-Cola is stored in a vault in the bowels of a SunTrust Bank in Atlanta. That is one certainty. Everything else surrounding it—the need for a vote by Coke’s board of directors to open the vault, for example—may be urban legend. 

Myth or not, at least three people recently risked jail time to breech the company’s air of mystery. The three, including a former administrative assistant at Coke’s Atlanta headquarters, pleaded guilty in a plot to sell Coca-Cola trade secrets to Pepsi for $1.5 million. The plot fizzled when Pepsi alerted Coca-Cola, which then contacted the FBI.

The incident sparked fresh questions about whether the formula is an actual trade secret or mystical marketing.

History suggests it’s a mixture of both. In 1886 John Pemberton, a pharmacist, started Coca-Cola with a recipe he created in his lab. Pemberton sold the concoction a few years later to Asa Candle, a businessman, who helped transform the soft drink into a success. This in turn made competitors and consumers curious about what exactly went into the drink. Some swore that the main ingredient was cocaine, a claim that the company denies. By 1919, when the Candlers sold Coca-Cola to a group of investors, the secrecy surrounding the formula had become a marketing tool. The new owners made the formula a pop culture legend when they placed the recipe in the Atlanta vault.

Experts say it is not impossible to decipher the formula and effectively clone Coca-Cola—but not 100%. Besides, copying it is pointless, say others, because it’s not the secret, it’s the branding that has made Coke such a success.
 

lecture link 9-5
Brand Management Icons
Most Americans recognize the Michelin man—the symbol of what is now the world’s leading tire company. Today he is pictured as a friendly younger cousin to the cuddly Pillsbury Doughboy, but he was far from cuddly in his earliest incarnations. 
The Michelin man made his first appearance in an 1898 ad. He was pictured as a frightening, mummy-like gladiator. Back then he was also known as the “road drunkard.” To this day his official name is Bibendum, Latin for “drinking to be done.” In the first posters featuring him, he was depicted hoisting a champagne goblet filled with nails and broken glass. The message was “Michelin tires drink up obstacles.” 
Some people wonder why, if he is to represent tires, his rings are white, not black. Simple answer: Tires weren’t black until 1912, when makers first began adding carbon black as a preservative. Until then they were a light gray-white.
Through the years, his image has been softened. Like Mickey Mouse, Bibendum’s head has grown larger relative to his body, his eyes bigger relative to his head, and his limbs pudgier. In 1929 he ditched his signature cigar during an outbreak of tuberculosis.
The Michelin man is not the oldest corporate mascot. The Quaker Oats Pilgrim goes back to 1877, and Aunt Jemima to at least 1893. Other brand icons with long heritages: the Morton Salt Umbrella Girl (1911), Mr. Peanut (1916), Betty Crocker (1921), the Jolly Green Giant (1925), and Reddy Kilowatt (1926.)

lecture link 9-6
The 100-Calorie Snack Attack
For years, mothers have carefully portioned out hands-full of crackers or cookies and packed them in Baggies for their children. America’s fast-food companies finally noticed the trend and began designing products for this market. Store shelves are now crowded with boxes of 100-calorie snack packs—Cheetos, graham crackers, Lorna Doones, even M&Ms.
Kraft kicked off the trend in 2004 with wafer-like versions of popular Nabisco treats, such as Oreos and Chips Ahoy cookies. In the first year, these products took in more than $100 million in revenue. That’s a remarkable achievement that fewer that 1% of new packaged-good products have achieved. Since then, a growing number of food companies have scrambled to copy Kraft’s success, from Coke’s mini-cans to Hershey’s 100-calorie candy bars. 
Some products are reformulated for the small package, such as Cheetos’ “Asteroids.” Other products are simply existing products packaged in smaller portions. 
Customers could emulate those mothers and bag their own snacks, but increasingly they are letting companies such as Kraft and Nabisco do it for them, even thought they pay significantly more per serving for the product. Also driving the trend is America’s ongoing weight loss quest. Customers appear to be willing to pay a little more to bolster their self-control.
 
lecture link 9-7
The New Barcodes
The Universal Product Code (UPC) found on all consumer products has undergone a makeover in the U.S. market. While the rest of the world has long used a 13-digit bar code, U.S. companies resisted changing from their 12-digit system. In 2004, the Uniform Code Council, the nonprofit industry group that oversees bar-code standards in North America, adopted the global standard in 2004 and gave retail stores just months to update their systems to accept the new codes. (PowerPoint 9-11, “Example of a UPC Barcode,” shows this new 13-digit code.)
For retailers, the changeover did not affect cash-register scanning. These machines could already read the longer codes. Retailer conversion problems involved the back-end software systems that retailers use for inventory control and automated reordering.

The new codes have four groups of numbers, each encoded with a specific type of information. In a code such as 12 34567 89012 8, the individual digit groups reveal the following:


[image: image1]
· The first group (12) is the country code. Numbers 00 through 13 indicate companies based in the U.S. or Canada. Codes 54 and 76 would signify Belgium and Switzerland respectively.

· The five-digit group that follows (34567) is the company code, identifying each manufacturer in the world.

· The second group of five digits (89012) is the article code, assigned to individual products by manufacturers and registered in centralized databases through regional authorities like the Uniform Code Council.

· The final digit (8) is a check digit. The 12 previous digits are run through a mathematical algorithm that produces a single digit. This number is used to verify that a bar code is scanned correctly.

Contrary to popular opinion, the UPC code does not include the product’s price. When the bar code is scanned, the digits in the UPC code are fed into the retailer’s central computer where the code is matched with current price listing.
 

lecture link 9-8
The DVD War
Students may not remember the Betamax-VHS wars, but their parents probably will. The two incompatible videotape formats battled for market acceptance during the 1980s. There would be no runner up—this fight was do or die. Although the Sony Betamax format reached the market first, the eventual winner was the VHS format that almost all video recorders use today. Customers who gambled on the Betamax version were left with an obsolete recorder and thousands of incompatible video tapes.

The next video battle is now underway. The war is between two incompatible types of high-definition video discs—HD DVD and Blu-Ray. 
Consumers are once again the targets of “lock-in” with many new products. Buy music from iTunes Music Store and you won’t be able to play it on any other device than the iPod. If you get a HD DVD recorder in your Christmas stocking, you won’t be able to watch any movies from Disney or Sony, which support only the Blu-Ray format. At stake is a multibillion-dollar market for next-generation DVDs.

Compare this havoc to the smooth introduction of the DVD. Since the introduction of DVD players in 1997, they have become the fastest-selling consumer electronics devices of all time and are now in two-thirds of U.S. homes. One reason that DVDs grabbed 50% of the U.S. market in just five years was the existence of a single standard. But now sales of DVD players are slowing, prompting companies to develop a replacement.

The two camps have argued for years about the formats, and for a while even tried, without success, to strike a deal to agree on common technical standards. When the first devices began hitting the shelves in the 2006 holiday season, the chance for compromise disappeared. 

The two formats are not entirely dissimilar. Their differences, however, are significant. Blu-Ray supports higher-capacity discs, which gives the format more room for growth. Where Blu-Ray format falters is in how much interactivity it can provide in the movie playback experience. The first Blu-Rays did not have the hardware needed for on-demand picture-in-picture displays, to bookmark favorite scenes, or to play Java-based games. In comparison, from introduction HD DVD players came with the Ethernet connection, secondary video decoder, and hard drive storage needed to run these features.
Initially, more movie studios favored HD DVD over Blu-Ray, but the studios now seem evenly divided. The producers of movies such as Cars, Casino Royale, and the Pirates of the Caribbean series support Blu-Ray. These include Disney, Lionsgate, MGM, Sony, Twentieth Century Fox, and Warner Brothers. But Paramount and Universal are going with HD DVD, so King Kong, Lost in Translation, and Midnight Run are available in HD DVD only.

Whichever format consumers choose, they will get an enhanced viewing experience—more detail, better-saturated colors, and so on. When one format finally wins, however, the losers will be consumers who spent $500-$1,000 buying the losing disc player.
 

Bonus Internet exercises

Bonus Internet Exercise 9-1

Comparison Shopping Online
purpose:

To give students experience using the Internet to compare product features and prices, and to understand the role of customer satisfaction in the purchasing decision.

exercise:
It is possible to compare prices for products at many Internet sites. But how do you know that the lowest price product will be delivered on time and as expected? One way is to go to a Web site that compares both prices and retailer reputation.

One such site is BizRate.com. BizRate collects feedback from customers immediately after they buy. Customers rate which stores are good, why they are good, and how their service varies.

Go to the BizRate.com Web site at www.bizrate.com. Search for price information for digital cameras. (Sometimes the web address for a location changes. You might need to search to find the exact location mentioned.)
1.
Which features of the product are important in comparing the cameras?

2.
How important would the brand name be in your product selection?

3.
Choose one camera model and compare prices for various vendors. Is there a relationship between price and customer satisfaction?

4.
In which classification of product would you put digital cameras?

5.
Would you use a Web site such as BizRate.com to buy a digital camera? A CD player? VCR tapes?

Bonus Internet Exercise 9-2

How Do Nonprofits Market Themselves on the Internet?
purpose:

Explore how marketing a nonprofit organization is different from marketing a for-profit organization or service, and what marketing activities are universal.
exercise:
Choose a nonprofit organization you are familiar with, such as Habitat for Humanity, Greenpeace, the Red Cross, or your college or university. Use an Internet search engine such as Yahoo!, Google, Ask.com, or Excite to find the organization’s web site and research the organization.

1. What is the purpose of this Web site?

2. What kinds of information does this organization’s web site provide?

3. Identify the target market for this organization’s “product.”

4. What marketing activities can you identify on the Web site?

5. Do you think the Web site is effective at achieving the organization’s goals? Why or why not?

6. How would you improve the Web site to better implement its marketing plan?

Bonus Internet Exercise 9-3

Most Valuable Global Brands
Interbrand, a research consulting firm, annually calculates the world’s most valuable global brands. For 2007, Coca-Cola was the top brand, for the sixth year in a row. In fact, from 2001 through 2007, the ranking of the top three brands did not change.

Go to the Interbrand website (www.interbrand.com) and search for the current year’s ranking. (Sometimes the web address for a location changes. You might need to search to find the exact location mentioned.) Complete the table below. 

	Rank
	Brand
	Value

($ millions)
	Country 

of Origin
	Sector

	1


	
	
	
	

	2


	
	
	
	

	3


	
	
	
	

	4


	
	
	
	

	5


	
	
	
	

	6


	
	
	
	

	7


	
	
	
	

	8


	
	
	
	

	9


	
	
	
	

	10


	
	
	
	


Critical thinking exercises
critical thinking exercise 9-1

Identifying the Target Market
For each of the products below, identify the target market. Be specific. For example, the target market for Just For Men hair color could be broadly defined as “men.” However, by analyzing the potential users and characteristics, a narrower market segment can be defined—men, over 40, involved in a romantic relationship, with some amount of disposable income, who care about looking younger.

	Product/Service
	Target Market

	1. 
Lipitor prescription drug
	

	2. 
Zebco spinning reel (for fishing)
	

	3. 
Luvs disposable diaper
	

	4. 
Avon cosmetics
	

	5. 
Cesar gourmet canned dog food
	

	6. 
First-class airline ticket to London
	

	7. 
Set of twin-size bed linens
	

	8. 
Sterling silver flatware, one setting
	

	9. 
Hummer automobile
	

	10. Romantic novel from Amazon.com
	


NOTES ON critical thinking exercise 9-1
	Product/Service
	Target Market

	1. 
Lipitor prescription drug
	Two separate target markets. One, consumers aware that they have high cholesterol who seek medical help. However, there is a more important target market: the physicians who prescribe the drug. This is an example of a product for which there are separate decision makers and buyers. 

	2. 
Zebco spinning reel (for fishing)
	Broadly, the target market for a fishing reel would be sport fisherman. If you have students who regularly fish, they may be able to more specifically identify a market. Zebco reels are entry-level items, bought by first time fishermen or as gifts for children. 

	3. 
Luvs disposable diaper
	The temptation is to say “babies,” but this is incorrect. A baby doesn’t decide which product to buy, his or her parent (or caregiver) does. Marketing should target parents of children less than 2 years old.

	4. 
Avon cosmetics
	First, broadly, the target market is women. However, this market can be narrowed to women in the appropriate age range—not toddlers, not nursing home patients. The market could also be narrowed by income. Very low-income consumers would be more likely to shop for lower priced cosmetics at discount stores. Very high-income buyers can afford the pricey cosmetics sold in high-end boutique stores.

	5.
Cesar gourmet canned dog food
	The target market here are owners of small dogs who have the financial resources to pamper their pets with gourmet pet food. Small cans of food would be impractical for large breeds of dog or working dogs.

	6. 
First-class airline ticket to London
	The target market is what used to be referred to as “jet setters,” well-off individuals who love to travel and value luxury and comfort. The average tourist would probably not be able to afford the first class ticket, and only top-level business people would have the expense account to pay for premium travel.

	7. 
Set of twin-size bed linens
	The target market for twin-sized bed linens is harder to narrowly segment. Parents of young children would be one market. Freshman college students are another. Perhaps newly single adults who are downsizing.

	8. 
Sterling silver flatware, one setting
	This is easy—friends and family of couples about to marry or newly married. 

	9. 
Hummer automobile
	Adults with high disposable income who value status, safety, and “muscle.” You could probably eliminate customers who live in densely populated cities such as New York City, sports car enthusiasts, and nondrivers.

	10. Romantic novel from Amazon.com
	The typical buyer of a romance novel is a woman who enjoys reading. In addition, the buyer (who could be male) would need to own or have access to a computer, have some Internet experience, use a credit card, and feel safe buying online. 


critical thinking exercise 9-2
Consumer or B2B Good?
For each product below, indicate whether it is a consumer good, a B2B (industrial) good, or both. Explain the reasons for your choices.

	Item
	Type of good
	Rationale

	1. 
McDonald’s Big Mac
	 ( Consumer
 ( B2B
 ( Both
	

	2. 
Xerox copy paper
	 ( Consumer
 ( B2B
 ( Both
	

	3. 
14-pound bag of sugar
	 ( Consumer
 ( B2B
 ( Both
	

	4. 
John Deere front-end loader
	 ( Consumer
 ( B2B
 ( Both
	

	5. 
Hewlett-Packard laser printer
	 ( Consumer
 ( B2B
 ( Both
	

	6. 
Band-Aid strips
	 ( Consumer
 ( B2B
 ( Both
	

	7. 
Designer wedding dress
	 ( Consumer
 ( B2B
 ( Both
	

	8. 
20-pound box of framing nails
	 ( Consumer
 ( B2B
 ( Both
	

	9. 
Craftsman 48” cut riding lawnmower
	 ( Consumer
 ( B2B
 ( Both
	

	10. TurboTax tax preparation software
	 ( Consumer
 ( B2B
 ( Both
	


NOTES ON critical thinking exercise 9-2
	Item
	Type of good
	Rationale

	1. 
McDonald’s Big Mac
	 ( Consumer
 ( B2B
 ( Both
	A McDonald’s Big Mac probably could not be used to create another consumer product.

	2. 
Xerox copy paper
	 ( Consumer
 ( B2B
 ( Both
	An office could use the copy paper to create reports for another customer (B2B good), but it could also be sold to a customer for home use.

	3. 
14-pound bag of sugar
	 ( Consumer
 ( B2B
 ( Both
	A bag of sugar delivered to a restaurant would be a B2B good because it is used to create baked good for sale. It can also be sold to a customer to be used in their morning coffee.

	4. 
John Deere front-end loader
	 ( Consumer
 ( B2B
 ( Both
	A front-end loader is a specialized piece of equipment used in construction projects. Your average homeowner doesn’t need one.

	5. 
Hewlett-Packard laser printer
	 ( Consumer
 ( B2B
 ( Both
	Again, could be used in an office or in the home of a consumer.

	6. 
Band-Aid strips
	 ( Consumer
 ( B2B
 ( Both
	In a hospital, Band-Aids would be a B2B good, used to create a consumer service (health care). In a buyer’s home, it is a consumer good.

	7. 
Designer wedding dress
	 ( Consumer
 ( B2B
 ( Both
	The only product a designer wedding dress can create is a bride.

	8. 
20-pound box of framing nails
	 ( Consumer
 ( B2B
 ( Both
	If the question were about a one-pound box of framing nails, it could be a consumer good, used in a home renovation project. However, the size of this product seems to indicate that a commercial contractor will use it.

	9. 
Craftsman 48” cut riding lawnmower
	 ( Consumer
 ( B2B
 ( Both
	The lawnmower could be used by a lawn-care service (B2B) to create a service or by a homeowner on his or her own yard (consumer).

	10. TurboTax tax preparation software
	 ( Consumer
 ( B2B
 ( Both
	A tax preparation service would probably use a professional tax preparation software service. TurboTax is a stripped-down tax preparation program aimed at individuals taxpayers.


critical thinking exercise 9-3
Find a Need and Fill It

The text emphasizes that marketing is not a matter of taking a product and selling it, but of finding a need and filling it. Look around you—around your campus, your home, or your job—do you see a need that is unfilled? If you’re having trouble finding a need, try to remember the times you’ve said, “Somebody ought to do_____,” or “Somebody ought to make______.” That somebody could be you. 

Fill the need you have identified by following the steps listed below. Write down what you would do at each step. 

STEPS IN THE MARKETING PROCESS:

1. 
Find a need:

2.
Design a product or service:

3.
Test your concept:

4.
Make up a prototype and test market your product or service:

5.
Design packaging, think of a name, and set a price:

6.
Decide how to distribute the product to consumers:

7.
Develop a promotional strategy:

NOTES ON critical thinking exercise 9-3
This is an excellent exercise for getting students to begin looking for market opportunities and hearing other students do the same. If more than one student sees the same opportunity, that may be a good business to pursue. Just thinking their way through the marketing process is a great way to remember the concepts later.

critical thinking exercise 9-4
Good to the Last Drop

“Good to the last drop” was Coca-Cola’s slogan long before it was used in Maxwell House Coffee ads. Coke used it way back in 1900. Other Coke slogans included: “Thirst knows no season” (1922); “It had to be good to get where it is” (1925); “Around the corner from everywhere” (1927), “Coke Is It,” “Life Tastes Good,” and “Have a Coke and a Smile”—Coca-Cola spent $700 million in advertising during its first ninety years. By today that figure is probably in the billions.


Of course, Pepsi has spent its share of advertising dollars. In fact, Pepsi probably created the most famous jingle of all. Pepsi was about to go bankrupt during the Depression. Even though Pepsi was selling six-ounce bottles for only five cents, Coke was beating them in the market. So Pepsi decided to sell twice as much for the same price. Here is the jingle they used to introduce the new size:



“Pepsi-Cola hits the spot.



Twelve full ounces, that’s a lot.



Twice as much for a nickel, too.



Pepsi-Cola’s the drink for you.”


How important are these jingles and slogans? Needless to say, the market responded to the Pepsi jingle above, saving Pepsi from bankruptcy. Why do people buy particular colas? Is it because of the taste? Or does the advertising play a larger role in their cola brand preference.


Let’s do a little tasty marketing research ourselves. Many of us drink colas, and more than a few of us have our favorite cola. Let’s see if your friends can pick out their favorite from three other colas. You may want to do this project as a class or at least in groups—colas don’t sell for a nickel anymore and the cost can add up!


When you have finished gathering your data using the attached method instructions and recording sheets, answer the following questions:

1.
How many of your tasters could identify their favorite cola? 

2. 
How many correctly identified the other colas? 

3.
How did the responses given when the brands were unknown compare with the responses given when the brands were given?

4.
What do your results tell you about the power of advertising?

critical thinking exercise 9-4 (continued)
 SEQ CHAPTER \h \r 1METHOD
1.
Cool bottles or cans of four colas to the same temperature. Don’t use some colas in bottles and others in cans because the packaging process could affect taste. Be sure to include Coca-Cola to test those Coke loyalists. It’s also interesting to include a diet cola and an “off” brand.

2.
Ask ten people to sample the colas. Test each person individually. Don’t let the others watch the test to avoid influencing their own decisions.

3.
Each person will be tested in two rounds. In the first round, don’t tell them what they are tasting. Refer to each cola as A, B, C, or D. Pour a little in each of four cups (careful not to get them mixed up.) After each cup, ask them to describe the flavor, carbonation, and aftertaste. Record their responses on the attached record sheet by circling the appropriate response. (You will need one sheet for each taster.) Let them take a bite of bread between each cola to clean their palates.

4.
On the second round, tell the taster which brands they are drinking. Don’t offer them in the same order as the first round to avoid a simple repetition of responses. Record their responses by circling the responses on the record sheet. It may help you compare responses if you use different colors to record each round. Again, let them take a bite of bread between each cola to clean their palates. 
5.
Rearrange the order of the colas between tasters. You need to do this for two reasons: (1) overheard comments can influence your other tasters; and (2) many people will choose “C” if there is any doubt about an answer.

6.
Compile your results and answer the questions.
critical thinking exercise 9-4 (continued)
 SEQ CHAPTER \h \r 1TASTER NUMBER:______   What’s your favorite cola?________________________

Do you think you could identify the brand in a taste test?
( YES
  ( NO

COLA A:


Flavor: 
Good
•
•
Fair
•
•
Bad


Carbonation:
Heavy
•
•
Fair
•
•
Light


Aftertaste:
Strong
•
•
Fair
•
•
Light


What’s your overall opinion of the cola?  ______________________________________


What brand is it? ______________________ 
Would you buy it?  (  YES   ( NO

COLA B:

Flavor: 
Good
•
•
Fair
•
•
Bad


Carbonation:
Heavy
•
•
Fair
•
•
Light


Aftertaste:
Strong
•
•
Fair
•
•
Light


What’s your overall opinion of the cola?  ______________________________________


What brand is it? ______________________ 
Would you buy it?  (  YES   ( NO

COLA C:


Flavor: 
Good
•
•
Fair
•
•
Bad


Carbonation:
Heavy
•
•
Fair
•
•
Light


Aftertaste:
Strong
•
•
Fair
•
•
Light


What’s your overall opinion of the cola?  ______________________________________


What brand is it? ______________________ 
Would you buy it?  (  YES   ( NO

COLA D:


Flavor: 
Good
•
•
Fair
•
•
Bad


Carbonation:
Heavy
•
•
Fair
•
•
Light


Aftertaste:
Strong
•
•
Fair
•
•
Light


What’s your overall opinion of the cola?  ______________________________________


What brand is it? ______________________ 
Would you buy it?  (  YES   ( NO

NOTES ON critical thinking exercise 9-4
 SEQ CHAPTER \h \r 1If the results of the students’ research are similar to the dozens of similar projects conducted in our classrooms, they should indicate that individuals usually cannot identify their favorite colas on blind taste tests. However, when they are told the brands they are tasting, these same individuals will usually select their favorite as the “best” of those offered.

If taste isn’t the criterion for cola selection, why are we loyal to certain brands above others? This should lead to an interesting class discussion.
critical thinking exercise 9-5
Choosing a Brand Name
Suggest an appropriate band name for each of the following consumer products.

1. A cable TV network targeted at new parents with features on babies and toddlers 

2. A chocolate flavored vitamin drink

3. A sporty car targeted at middle-aged women 

4. A glow-in-the-dark light switch

5. A breakthrough prescription drug to treat childhood diabetes

6. A restaurant serving Japanese and Chinese food

7. An easy-to-use hand-held e-mail device targeted at technology-phobic senior citizens

8. An inexpensive line of cosmetics featuring vibrant bold colors

9. A magazine targeted toward single career women

10. A high-end all-natural cat food 

11. An exclusive line of children’s sports shoes

12. A banana-flavored breakfast cereal 

13. A mobile dental clinic

14. A digital camera/GPS (global positioning satellite) combination preloaded with maps of North America 

critical thinking exercise 9-6
Break-Even Analysis
 SEQ CHAPTER \h \r 1You just inherited a million dollars from your grandfather. You always had a talent for cooking and have long dreamed of opening an expensive gourmet restaurant. You are happy living near your college’s campus and would like to open a four-star restaurant across the street from school.

Of course, the restaurant would have certain fixed costs. For example: management salaries, utilities, interest, license fees, and property taxes. The only variable costs would be the food, beverages, and preparation costs. The fixed costs are estimated at $440,000 per year while the average variable cost per meal is estimated at $15.00. These meals would be sold for an average of $27.00 each.

1.
Perform a break-even analysis of your proposed business.

2.
How many units will you have to sell each year to break even?

3.
How many units will you have to sell each evening (use a 365-day year) to break even?

4.
Considering your community, does it seem likely that there is a large enough market for gourmet food for the restaurant to operate at or beyond the break-even point?

5.
How much profit will the restaurant earn on sales of 40,000 meals?
NOTES ON critical thinking exercise 9-6
 SEQ CHAPTER \h \r 11.
Perform a break-even analysis of your proposed business.


POWERPOINT 9-11 “Break even Analysis” can be used here.

2.
How many units will you have to sell each year to break even?

The break even point can be calculated using a formula or using a break even chart. The break even chart shows the point at which the total cost curve intersects with total revenue.


0
10,000
20,000
30,000
40,000
50,000

Total Revenue ($27)
$0
$270,000
$540,000
$810,000
$1,080,000
$1,350,000

Fixed Cost
$440,000
$440,000 
$440,000 
$440,000 
$440,000 
$440,000 

Variable Cost ($15)
$           0
$150,000
$300,000
$450,000
$600,000
$750,000
Total Cost
$440,000
$590,000
$740,000
$890,000
$1,040,000
$1,190,000

Profit (Loss)
($440,000)
($320,000)
($200,000)
($80,000)
$40,000
$160,000

Using the formula, you can plug in the data and calculate the break even volume: total fixed costs of $440,000, variable cost of $15, and a sale price of $27. Subtracting $15 from $27 shows that you would make $12 per sale. 
                       Total fixed cost (FC)                 .
Price of 1 unit — Variable cost of 1 unit

       $40,000      .
$27 - $15
To cover the fixed cost would mean selling 36,667 meals ($440,000 ÷ $12). The break even point, therefore, is 36,667 meals.

3.
How many units will you have to sell each evening (use a 365-day year) to break even?

You would have to sell a little over 100 meals a night.

4.
Considering your community, does it seem likely that there is a large enough market for gourmet food for the restaurant to operate at or beyond the break even point?

It would be difficult in almost any community to sell many meals at $27 each, but in a college community, it would probably not be possible at all. At least, why try when college students would respond much better to a deli or some other food outlet?

5.
How much profit will the restaurant earn on sales of 40,000 meals?

You would make about $40,000 selling 40,000 meals a year. That is a very small profit for a restaurant.
Bonus cases
Bonus case 9-1 

SolutionPeople: SolutionPeople Have the Idea (Video Case)
(NOTE: This case can be used with the Video on DVD for this chapter.)
When most people think about product development, packaging, and branding, they think about goods like cars, furniture, and the like. They don’t usually think about services. Yet the bulk of tomorrow’s jobs are going to be in the service sector. So it makes sense, when talking about product development, to visit a service company to learn what it’s all about. But who has an idea about what company to visit? We need some solutions here. “Hey, I’ve got an idea,” someone says. “How about going to the SolutionPeople?” SolutionPeople is a business to business (B2B) firm that sells services that help other companies create new ideas for products. It is a service organization. 

The development and pricing of services such as those offered by the SolutionPeople may be more complicated than the development and pricing of goods. How do you go about pricing a service? You can’t add up the costs involved in producing the service, then add a little for profit, and come up with a price. The cost may be very low and the value quite high. So what do you base your price on? The answer is that you price a service based on the value that service has to the customers you serve. For example, SolutionPeople conducts seminars for companies where many people gather for brainstorming sessions. That is, they sit around and try to come up with new-product ideas that will prove very profitable in the long run. How much is the service (seminars) worth? It depends on how good they are in helping their customers generate profitable ideas. The ideas may be worth millions of dollars or they may be useless. So, as they say, the proof is in the pudding. If the seminars are good and generate many profitable ideas, people will be willing to pay a lot of money. If they are not good, people won’t be willing to pay much. It’s that simple. 

Pricing services is truly an art rather than a science. You have to understand the value of a product to consumers and then you have to be bold in your pricing strategy. In some ways, your service can be viewed as a monopoly in that you are offering a service no one else can duplicate. On the other hand, there may be many competing companies offering services that are similar. 

Service companies often come up with products that they use to aid in their work. SolutionPeople has a product called KnowBrainer that helps companies come up with new ideas. The product itself is not very expensive to make—just a few dollars. But it is very valuable to a company that uses it. Over time, the KnowBrainer product can be improved or adapted to be more useful to more companies. For example, it could be adapted for use on an iPod and be called a PodBrainer. In all cases, the pricing depends not on the cost of making the product, but on the value of the product to business buyers. 

So, why doesn’t someone simply copy the basic concepts and sell them? Good point. It is important for services to have copyright protection. But no one can copy the ability to think creatively. That talent is unique to a few people, and is very valuable.

Services use packaging and branding concepts much like those used for goods. For example, SolutionPeople uses a light bulb logo that distinguishes it from other service providers. The company uses color, fonts, and other means to make its logo memorable. Those images are put onto T-shirts and other products to convey the company’s message in as many ways as possible. 

Services depend very heavily on word of mouth for promotion—testimonials. But word of mouth only works if you have a product (service) worth telling other people about. The SolutionPeople brainstorming sessions, team-building exercises, and the like must be fun, exciting, and most of all, effective in creating new ideas if they want their customers to tell others about them. 

discussion questions for BONUS case 9-1
1. 
What kind of services could you offer others in your area? Think of tutoring, lawn mowing, hair cutting, consulting, etc. How would you go about pricing your service? Can you see how service pricing is more difficult that the pricing of goods? 

2. 
There are lots of professional service organizations trying to sell their services to other companies, including legal, accounting, financial, and consulting services. There are also cleaning services, delivery services, and so on. Which service organizations have been able to create a positive image for themselves that makes their companies stand out from the competition. Try to think of companies in as many areas listed above as you can. How were those positive images created? 

3. 
Has this video given you any new insights into the service sector of the economy? How might you use those new ideas to choose a career different from those that most students are choosing?

answers to discussion questions for BONUS case 9-1
1. 
What kind of services could you offer others in your area? Think of tutoring, lawn mowing, hair cutting, consulting, etc. How would you go about pricing your service? Can you see how service pricing is more difficult that the pricing of goods? 

This question is meant to challenge students to think through the needs of their community. Once they identify a need and can see a role they can play, they must think of the difficulty involved in pricing. By thinking through their own examples and sharing them in class, students can learn much about nonprofit services and the pricing of both nonprofit and profit-making services. 

2. 
There are lots of professional service organizations trying to sell their services to other companies, including legal, accounting, financial, and consulting services. There are also cleaning services, delivery services, and so on. Which service organizations have been able to create a positive image for themselves that makes their companies stand out from the competition. Try to think of companies in as many areas listed above as you can. How were those positive images created? 

Each student will have his or her own answer to this question. This makes for a lively discussion. It could eventually lead to a discussion of local employment opportunities and which companies seem to be the best employers. 

3. 
Has this video given you any new insights into the service sector of the economy? How might you use those new ideas to choose a career different from those that most students are choosing?

Most students don’t think about manufacturing versus services as career choices. But most jobs in the future will be in services: accounting, hotels, travel, insurance, retailing, consulting, and the like. This question provides a good opening for discussing careers in service organizations and how they may differ from other firms. Such a career may include nonprofit firms. 

Bonus Case 9-2

Whole Foods Markets Naturally

Sales of organic and natural foods are a $17 billion market, growing at an 18% annual clip. No longer just a counter-culture trend, natural food retailing is now attracting aging baby boomers who want to eat healthier or are frightened by food scares such as mad-cow disease and tainted spinach. While natural foods account for just 3% of Americans’ grocery bills, they attract higher-income buyers and yield bigger profits.

Few grocers are as clever at attracting and keeping loyal customers as Whole Foods Markets. With $4.7 billion in revenue and a 20% profit surge in 2005, Whole Foods handily outpaced traditional supermarkets, which saw sales grow at an anemic 1 to 2%.
Whole Foods doesn’t sell just groceries—it offers an exciting shopping experience. Customers are surrounded by colorful fruits and vegetables and preservative-free whole grain breads, all displayed and lighted in a store designed to make customers feel good. The chain cleverly downplays the fanatical organic philosophy and emphasizes the gourmet appeal. Side-by-side with tofu and lentils are T-bone steaks and specialty cheeses. Foods are marketed for their taste appeal and status image. Research indicates that Whole Foods customers think of themselves as gourmets more than all-natural eaters.


Co-founder John Mackey built his business by combining the concepts of health-foods store and gourmet market. Starting with a single Whole Foods store in 1980, the chain has grown by slowly opening new outlets and using the business equity to buy competitors, including fifteen regional chains. The company’s strategy is to create a “supernatural” giant retail powerhouse that can compete with both conventional grocery chains and against the low-price competition from Wal-Mart.


If Whole Foods has a weakness, it’s that occasional shoppers find the stores a bit confusing. Most national brands aren’t available, and regional purchasing managers have so much leeway in how they stock shelves that products may be available in one outlet and not in another. Hundreds of the products Whole Foods sells are made by mom-and-pop producers, brands unfamiliar to casual organic food shoppers.


Nearly every item is screened for artificial ingredients, but what’s considered “natural” can be arbitrary. The chain is phasing out all goods with hydrogenated fats (no Goldfish crackers), but it sells its own chocolates and cheese puffs (organic cocoa and no artificial colors.)


The formula is working. Annual sales per square foot—a key measure of a retailer’s health—are about $650 at Whole Foods, compared with about $450 for conventional supermarkets. Whole Foods’ sales have risen more than 20% in each of the past three years, and the chain has plans for a total of 400 stores by 2010.

discussion questions for BONUS case 9-2

1.
How does the Whole Foods total product offer differ from that of most health foods stores?

2.
Do you think a Whole Foods outlet would succeed in another country? Why or why not?

3.
Would the fact that most national brands are not sold in a Whole Foods store make you less likely to shop there? Why or why not?

4.
What pricing strategy would you use for Whole Foods specialty chocolates?

Answers to discussion questions for BONUS case 9-2

1.
How does the Whole Foods total product offer differ from that of most health foods stores?

Most health food stores stress the health aspect of their products. Whole Foods combines the basic product offering (healthy foods) with an image of high quality and superior flavor. The shopping experience becomes part of the value package. 

2.
Do you think a Whole Foods outlet would succeed in another country? Why or why not?
If Whole Foods opened an outlet in a developing country, the prospects would probably be bleak. In countries where basic human needs are barely being met, a gourmet health food store wouldn’t stand a chance. However, Europe may be an attractive market. In addition to fears about mad-cow disease, there is also widespread consumer resistance on the continent to genetically engineered foods, making organic or natural foods appealing. 

3.
Would the fact that most national brands are not sold in a Whole Foods store make you less likely to shop there? Why or why not?

This will depend upon student preference. Some people prefer national brands and would want to shop where they are available. There may be others who relish the offbeat and different who would enjoy the Whole Food experience.

4.
What pricing strategy would you use for Whole Foods specialty chocolates?

Whole Foods should above all avoid competing on price. Its offerings are specialty items and should be marketed based on their unique characteristics, not price. However, the chain has to keep market demand and competitors’ prices in mind when setting prices. 

Bonus case 9-3 

Marketing to the Baby Boom Generation
The nation’s 78 million baby boomers, born between 1946 and 1964, are the wealthiest group of Americans. They have an estimated $1 trillion in annual disposable income and three-quarters of the nation’s financial assets, but only 10% of advertising dollars are directed specifically at the 50-plus market. Marketers aim for the “sweet spot,” the demographic group between 18 and 49. But as the aging boomers hurtle toward retirement, some marketers are realizing the commercial potential of such a huge, affluent market.
The baby boom generation has transformed every age and stage it has passed through. As children, boomers created a market for disposable diapers and strained peas in jars. As teenagers, they introduced the nation to long hair, rock-and-roll music, tie-dyed clothes, and skateboards. As the generation became parents, they demanded organic baby food, quality health care, and SUVs. Today market researchers are looking at the marketing opportunities for the wealthiest generation steadily moving into retirement. Almost 8 million Americans turned 60 in 2006. By 2010, one in three adults will be 50 or older. This huge demographic group will not go gently into retirement like earlier generations have done.

The conventional wisdom among marketers is that you have to get someone to commit to your brand early in life and once they commit they will be loyal to your brand forever. However, a study conducted by AARP showed that consumers age 45 and older switch brands just as readily as younger generations. This has tremendous implications for savvy marketers.

Half of all boomers live in households without kids. Companies like General Mills changed the packaging for its Pillsbury dinner rolls and Green Giant vegetables to resealable freezer bags that allow for several smaller portions instead of family-sized portions.
Boomer retirees will leave their primary career near age 62 to 65, but most will not completely leave the job market. Many will pursue volunteer opportunities, take a low-stress part-time job, or start a completely new business. A study by Merrill Lynch found that 76% of boomers said they will probably hold down a job in retirement, and a majority of that group said they expect to shift back and forth between leisure and work.

Savvy entrepreneurs can capitalize on the unique qualities of this generation. Take Re/Max agent Kathy Sperl-Bell. Sperl-Bell is a Senior Real Estate Specialist (SRES), one of more than 14,000 real estate agents nationwide with an SRES designation, up from 5,000 in 2002. Agents go through a two-day training program, which includes analysis of the different generational needs and attitudes of those 55 and older, as well as the types of housing options available for that market. SRES-agents specialize in dealing with this growing market segment that have specific needs—taxes, elder care, estate sales, health-care availability—and also a large amount of disposable income to meet them.
This generation also has the income and leisure time to become doting grandparents. Disney has targeted this trend with TV commercials showing multiple generations enjoying theme-park attractions.

Retiring boomers don’t want to look like retirees. From Botox to cosmetic peels to plastic surgery, the race is on to profit from the generation’s desire to be forever young. Every cosmetic company from Avon to L’Oreal is rolling out wrinkle creams and serums to halt sagging skin and wrinkles.
But marketers must tailor their marketing carefully. According to one researcher, “Anything marketing to silver hair is bad marketing. Don’t talk to their chronological age; talk to their self-image.” That 50-year-old boomer probably still feels like a 30 something.

discussion questions for BONUS case 9-3

1. 
Based on this upcoming, large spending group, what other types of products/services might be popular and attention getting to this market? Why would these products/services be a good fit to this group? 
2. 
Is there a segment of the baby boomers that are more conservative and not interested in buying products that speak to a younger living lifestyle as portrayed in this case study? If so, how would define this segment and what potential would there be to sell products and services to? 
3. 
For those baby boomers who would like to become entrepreneurs, what might be types of businesses that they would be good fits to operate? What would be their motivation to own and operate their own business?
answers to discussion questions for BONUS case 9-3

1. 
Based on this upcoming, large spending group, what other types of products/services might be popular and attention getting to this market? Why would these products/services be a good fit to this group?
Students will have lots of ideas to share about these questions. Some of the obvious areas to consider are travel, auto styles, insurance, health products, and home choices. Marketing to this group will be best done by appealing to their emotional enjoyment of the product and service experience and there will be many different and creative ways to accomplish these objectives.
2. 
Is there a segment of the baby boomers that are more conservative and not interested in buying products that speak to a younger living lifestyle as portrayed in this case study? If so, how would define this segment and what potential would there be to sell products and services to?
Without question, there will be opportunities to do more traditional marketing to the baby boomer generation and have successful results. Some segments of the baby boomer generations will not be as well off and have other basic needs that will need to be addressed. While these “other” segments might be less popular and will spend less. they still have needs that will need to be met considering their lifestyles. These needs may call for more traditional marketing techniques of the products and services that will meet their needs.
3. 
For those baby boomers who would like to become entrepreneurs, what might be types of busi-nesses that they would be good fits to operate? What would be their motivation to own and oper-ate their own business?
Business ideas for baby boomers might be a growing, yet to be determined market opportunity. Potential business ideas might range from craft and antique shops to other retail ventures. Baby boomers might be good business owners because of their insight and dedication to the business ideas they choose to operate. Their heritage of hard work and dedication to their job, families and lives might come out in their business ownership opportunities.
Bonus case 9-4 

Thermos: Customer-Oriented Marketing
Thermos is the company made famous by its Thermos bottles and lunch boxes. Thermos also manufactures cookout grills. Its competitors include Sunbeam and Weber. To become a world‑class competitor, Thermos completely reinvented the way it conducted its marketing operations. By reviewing what Thermos did, you can see how new marketing concepts affect organizations.

First, Thermos modified its corporate culture. It had become a bureaucratic firm organized by function: design, engineering, manufacturing, marketing, and so on. That organizational structure was replaced by flexible, cross‑functional, self‑managed teams. The idea was to focus on a customer group—for example, buyers of outdoor grills—and build a product development team to create a product for that market.

The product development team for grills consisted of six middle managers from various disciplines, including engineering, manufacturing, finance, and marketing. They called themselves the Lifestyle Team because their job was to study grill users to see how they lived and what they were looking for in an outdoor grill. To get a fresh perspective, the company hired Fitch, Inc., an outside consulting firm, to help with design and marketing research. Team leadership was rotated based on needs of the moment. For example, the marketing person took the lead in doing field research, but the R&D person took over when technical developments became the issue.

The team’s first step was to analyze the market. Together, they spent about a month on the road talking with people, videotaping barbecues, conducting focus groups, and learning what people wanted in an outdoor grill. The company found that people wanted a nice‑looking grill that didn’t pollute the air and was easy to use. It also had to be safe enough for apartment dwellers, which meant it had to be electric.

As the research results came in, engineering began playing with ways to improve electric grills. Manufacturing kept in touch to make sure that any new ideas could be produced economically. Design people were already building models of the new product. R&D people relied heavily on Thermos’s core strength—the vacuum technology it had developed to keep hot things hot and cold things cold in Thermos bottles. Drawing on that technology, the engineers developed a domed lid that contained the heat inside the grill.

Once a prototype was developed, the company showed the model to potential customers, who suggested several changes. Employees also took sample grills home and tried to find weaknesses. Using the input from potential customers and employees, the company used continuous improvement to manufacture what became a world‑class outdoor grill.

No product can become a success without communicating with the market. The team took the grill on the road, showing it at trade shows and in retail stores. The product was such a success that Thermos is now using self‑managed, customer‑oriented teams to develop all its product lines.

discussion questions for BONUS case 9-4
1. How can Thermos now build a closer relationship with its customers using the Internet?

2. What other products might Thermos develop that would appeal to the same market segment that uses outdoor grills?

3. What do you think the Thermos team would have found if it had asked customers what they thought about having consumers put the grills together rather than buying them assembled? What other questions might Thermos place on its Web site to learn more about customer wants and needs?
answers to discussion questions for BONUS case 9-4
1.
How can Thermos now build a closer relationship with its customers using the Internet?
Customers can ask questions and make comments on the Internet so that Thermos can continuously improve its products and add more products to its offering.

2.
What other products might Thermos develop that would appeal to the same market segment that uses outdoor grills?
In general, it might be said that more men than women use outdoor grills. Those men may be interested in other outdoor products such as leaf blowers, lawn mowers, trash cans, rakes and other tools, and the like. The class may enjoy brainstorming this question.

3.
What do you think the Thermos team would have found if it had asked customers what they thought about having consumers put the grills together rather than buying them assembled? What other questions might Thermos place on its Web site to learn more about customer wants and needs?
Some people enjoy putting things together, especially if it results in a lower price. Other questions may include questions about customer desire for cooking products, including meats, fish, condiments, and tools for cooking. The class may have creative questions to ask.
Bonus case 9-5 

Food Marketing in the Inner City
In many cases food marketers don’t even try to sell products for the health-conscious in low-income neighborhoods. Businesses both big and small thus contribute to the cycle of poor nutrition in the inner city. A spokesperson for Kraft General Foods said, “We aren’t a miniature Health and Human Services Department. A company doesn’t have a social obligation to instruct consumers on the best way to handle their health.” 

At the Friendly Pal supermarket in Brooklyn, the Continental Baking delivery person puts up lots of Wonder bread and two small loaves of whole wheat and another two of light wheat. The salesperson says, “Whole wheat is for the old people, light wheat is for the skinny people, and all this white bread, it’s for the fat people.” In low-income Bedford Stuyvesant, only 25 of 149 small grocers carry low-fat milk. A store across the street from one of Chicago’s low-income housing projects offers only two cartons of low-fat milk and two cartons of skim. The store sells lots of Snickers, Coke and Frito Lay products, beer, and cigarettes. 

In Harlem, Little Debbie’s cupcakes sell like hotcakes. One Harlem storeowner tried stocking his store with fresh fruits and vegetables and Del Monte fruit in light syrup. His peaches, grapes, lettuce, and tomatoes were ignored. Now he sells just potatoes and bananas. 

Although African-Americans suffer more from hypertension, for which doctors prescribe low-salt diets, the Special Request line of low-sodium soups from Campbell is hard to find in the inner city where many African-Americans live. Campbell soup says it is easier to fish where the fish are and doesn’t try to promote its more nutritious soup to inner-city people. 

Many supermarket chains have abandoned inner cities and have left the market to smaller stores that charge between 10% and 20% more for the same food. This isn’t a rip-off of consumers as much as a passing on of higher costs. Smaller stores simply can’t buy at the same low prices as larger supermarkets can.

discussion questions for BONUS case 9-5
 SEQ CHAPTER \h \r 11.
Major food companies and smaller grocery stores in the inner city are applying the marketing concept as they learned it. They are giving people what they want, as measured by store sales. They are not making much of an effort to encourage people to buy products that are more nutritious. Is this a problem as you see it? 

2.
Food costs more in the inner city than it does in the more affluent suburbs. Do marketers have any responsibility to change the situation? If not, does the government have any responsibility, or should people be free to buy, sell, and eat whatever they want at whatever cost, with no interference from the outside? 

3.
Poor health costs all of us in higher medical bills and lower productivity of the work force. If major food companies will not promote nutrition to poor people, should that function be taken over by nonprofit organizations such as churches, schools, and the government? What would you recommend? 

4. Inner-city stores sell lots of snack items, soda, beer and cigarettes, but little fruit and vegetables. Would you try to do anything different if you were a grocery store owner? What would motivate you to try to sell items that are more nutritious? 
answers to discussion questions for BONUS case 9-5
 SEQ CHAPTER \h \r 11.
Major food companies and smaller grocery stores in the inner city are applying the marketing concept as they learned it. They are giving people what they want, as measured by store sales. They are not making much of an effort to encourage people to buy products that are more nutritious. Is this a problem as you see it? 


This is an ethical problem and an economic problem of deep significance. Marketers today do not see much of an obligation to guide consumers to purchase what is good for them. Rather, they give consumers what they want. This satisfies consumers and sellers. The only people not satisfied are those who want to change society. They too have a right to market their ideas, but perhaps their efforts should not be mixed into the retailing system as it now exists. Rather, nutrition and other information should be provided in schools, newspapers, and other means. Then consumers will ask for more nutritious food, and retailers will be glad to sell it to them.
2.
Food costs more in the inner city than it does in the more affluent suburbs. Do marketers have any responsibility to change the situation? If not, does the government have any responsibility, or should people be free to buy, sell, and eat whatever they want at whatever cost, with no interference from the outside?


Free markets means truly “free markets.” Food often costs more in the inner city because expenses are higher, including rent, insurance, and storage. Furthermore, many inner city stores are smaller and don’t have the advantage of bulk purchasing that the giants have. The government can do little to change such circumstances except to give businesses tax breaks and other concessions to locate in the city. 

3.
Poor health costs all of us in higher medical bills and lower productivity of the work force. If major food companies will not promote nutrition to poor people, should that function be taken over by nonprofit organizations such as churches, schools, and the government? What would you recommend? 


Yes, schools, nonprofit organizations, and the government should all try to educate people to eat better, to exercise, and so on. People are eating better today—less meat, more fish, and so on. The educational process is working. Now people need to be taught to exercise more, to buy more nutritious products, and to eat less.

4.
Inner-city stores sell lots of snack items, soda, beer and cigarettes, but little fruit and vegetables. Would you try to do anything different if you were a grocery store owner? What would motivate you to try to sell items that are more nutritious? 

It all depends on your goals. If your goal is to make money, then give consumers what they want and stock soft drinks, beer, and so forth. If you also have social goals for your store, you might try to educate consumers to buy more nutritious drinks, such as bottled water or milk, especially for children or pregnant women. Most businesspeople make minimal profits in the inner city to begin with and could lose more by trying to sell what people do not want. On the other hand, they have a captive audience if they can convince people to buy fresh produce and other goods not being sold in the area at the present time.
 Bonus case 9-6 

Everyday Low Pricing (EDLP)
Wal-Mart, Kmart, and wholesale clubs such as Costco have had great success with a concept they call everyday low pricing (EDLP). Rather than have relatively high prices and then barrage consumers with coupons and price discounts (a high–low pricing strategy), such stores promote the fact that they offer lower prices every day. Similarly, some manufacturers are offering everyday low purchase prices. Instead of having a relatively high price for products sold to retailers, manufacturers such as Procter & Gamble have everyday low purchase prices. It’s the same concept as EDLP applied to industrial goods instead of consumer goods.

Many retailers have decided to follow the lead of Wal‑Mart and others by cutting prices on all their goods. But recent research shows that this isn’t always wise. Dominick’s Finer Foods, with 28% of the Chicago‑area food business, tried an EDLP policy and boosted sales by 3%—yet profits declined by 18%. It has been calculated, in fact, that supermarket volume would have to increase by 39% for supermarkets to avoid losing money after a 7% price drop. Consumers say location is usually their most important factor in choosing a supermarket. Thus, in theory, supermarkets don’t need to have the lowest prices to keep market share.

Usually sales volume falls after the introduction of everyday low prices, but it picks up later. That is true in Europe as well as in the United States.

In spite of the potential drawbacks of everyday low pricing, 7-Eleven implemented it in 250 stores in the Dallas–Fort Worth area. This pricing policy was just one part of an overall revamping of 7-Eleven’s image, including updated interiors, fresh produce, and gourmet items. In fact, 7-Eleven no longer wants its former image of a high‑priced convenience store, and is seeking to appear as a small yet viable alternative to supermarkets.

discussion questions for BONUS case 9-6
1. As a consumer, would you prefer that your local supermarket offer everyday low prices, offer some products at major discounts (half off) periodically, or offer some combination of the two?
2. What could your local supermarket do other than offer low prices or price discounts to win your business (delight you) and still maintain a high profit margin?
3. What advantages and disadvantages do you see for manufacturers to offer everyday low purchase prices to retailers? Are manufacturers and retailers pushing price so much that they’re in danger of lowering profits? Is this especially true on the Internet? Why is price competition so common?

answers to discussion questions for BONUS case 9-6
1. As a consumer, would you prefer that your local supermarket offer everyday low prices, offer some products at major discounts (half off) periodically, or offer some combination of the two?

Students will have varying opinions. Shoppers who enjoy shopping for bargains will like the challenge of searching for major discounts and specials. Many would rather know that the overall receipt will be low, not individual items.

2. What could your local supermarket do other than offer low prices or price discounts to win your business (delight you) and still maintain a high profit margin?

Grocery items have a very low profit margin. In order to increase profit, stores can add higher-margin non-food items, such as cosmetics, which also give customers convenience. Some stores are combining multiple functions, such as the Wal-Mart Superstores, which combine grocery, discount, and service functions.

3. What advantages and disadvantages do you see for manufacturers to offer everyday low purchase prices to retailers? Are manufacturers and retailers pushing price so much that they’re in danger of lowering profits? Is this especially true on the Internet? Why is price competition so common?

One advantage for manufacturers is a consistent pricing structure. Rather than offering intermittent discounts with high cost promotion, the cost and profit margin would be relatively stable. Discounts, however, let a manufacturer control its product mix more closely, increasing sales for individual products selectively.

 SEQ CHAPTER \h \r 1Prices are always easier to lower than to raise. Consumers are able to go online and quickly check comparison prices, making it harder for retailers to raise prices. When price is the primary weapon used, profits will suffer. There are many other, more effective, ways to increase sales.
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