Marketing - Thinking Map






4 P’s of Marketing = Promotion, Price, Production, Place

PRICE:

  Price(Retail Price) = the amount set by businesses to charge their customers.  Also known as cost + markup.

Price (Retail Price)= impacts business in 2 ways:

a. Financial decision that ensures costs are covered & profits are made.

b. Marketing strategy that affects the customer’s motivation (discounts, free, laziness, vanity) to buy.
       Markup = is the amount added to the cost of an item to cover expenses and 

        ensure a profit.

 
Example: 
$5 (cost ) + $2 (markup) =  $7 (price)

 $7 (price) - $2(markup)= $5(cost)

$7 (price) - $5 (cost) = $2(markup)

  Non-Price Factors=  quality, service, convenience and reputation.

Profit = the money left over after all expenses of running a business have been deducted from the income.

Markdown = the amount that is subtracted from the retail price to give the consumer the impression of a discount.
“PRICING STRATEGY” – Class work Activity
You are opening a new skate shop, ALL THAT SKATE, and you need to decide how to price your products to make a profit.

You have your invoice and you plan to use 100% markup of cost of each item.  To give your customer the impression that they are getting a discount, you take one cent off of the calculated price.  Complete the chart by calculating the mark up and retail price of each item. 

100% Mark Up

	Item
	Cost
	Mark up
	Retail Price

	Basic Skateboard
	$20.50
	
	

	Customized Skateboard
	$40.00
	
	

	Skate T-Shirt
	$13.50
	
	

	Skate Shorts
	$17.00
	
	

	Helmet
	$65.00
	
	

	Knee pads
	$32.50
	
	

	Elbow pads
	$27.50
	
	


2. Four weeks later, much of your inventory in still on the shelves so you decide to have a 15% mark down. Complete the chart by using the retail price to calculate the mark down and sales price of each item. 

15% Mark Down

	Item
	Retail Price
	Mark Down
	Sales Price

	Basic Skateboard
	
	
	

	Customized Skateboard
	
	
	

	Skate T-Shirt
	
	
	

	Skate Shorts
	
	
	

	Helmet
	
	
	

	Knee pads
	
	
	

	Elbow pads
	
	
	


  3.  Two weeks later, the inventory is still on the shelves and you decide to have a 25% markdown.  Complete the chart by using the retail price to calculate the mark down and sales price of each item. 

25% Mark Down

	Item
	Retail Price
	Mark Down
	Sales Price

	Basic Skateboard
	
	
	

	Customized Skateboard
	
	
	

	Skate T-Shirt
	
	
	

	Skate Shorts
	
	
	

	Helmet
	
	
	

	Knee pads
	
	
	

	Elbow pads
	
	
	


Answer these questions:
1. How is “All That Skate” using psychographics to sell their products?

2. How does price impact “All that Skate’s” products?

3. What have you learned about being a savvy consumer?

Business Plan Development – Class Activity

Now that you are familiar with “promotion”, you can apply these concepts to the product that you are developing.

1.
Write a detailed description of your product.

2.
Identify your competition.

3.
Describe your competitive advantage.

4.
Define your market niche.

5.
Describe how your product will be segmented. (Provide examples of psychographics, demographics, life-stage, life-style, and belief & value systems).

6.
Describe how you will conduct competitive intelligence.

7.
Describe how you will use the 80/20 in detail.

==========================================================
Now that you are familiar with “price”, you can apply these concepts to the product that you are developing.

1.
What will be the cost of your product?

2.
What will be the markup of your product?

3.
What will be the retail price of your product?

4.
How does your retail price compare to your competitors? (list 2-3 competitors and include the prices of their products)

5.
What impact will retail price have on your business?
Lifecycle of a Business:
Stages:

a. New = customers are not yet comfortable with the product.

b. Expanding = business enjoys a rapidly growing market as customers begin to “need” the product or service.

c. Stable = business has arrived at a plateau and customers maintain a strong “brand loyalty”. 

d. Declining = a demographic survey or social changes reveal that demand is shrinking or non-existent.

Economic Cycles: 

a. immune = resistant to market changes (food, shelter, clothing)

b. sensitive =  easily hurt or damaged by changes in the market (cars, furniture, houses)

c. seasonal = affected by occasional changes in the market (toys during the holiday season, bikinis in the summertime, graduation, weddings, baby showers)

d. resilient = ability to withstand or adjust to changes in the market (amusement parks, cell phones, designer clothing)

BUSINESS WEEK

July 28, 2008

“WHY IS AVON GOING HOLLYWOOD”

Top of Form

For a sense of how far Avon Products (AVP) has strayed from its homey image in the U.S., just look at who's now filling the role of Avon Lady: actress Reese Witherspoon, MTV star Lauren Conrad, Bond Girl Gemma Arterton, and Patrick Dempsey of the hit TV drama Grey's Anatomy. Having featured unknown women in its ads until a few years ago, Avon is increasingly turning to Hollywood for a glamour makeover. 

The push is part of an effort to raise the cool quotient of New York-based Avon, the direct-sales company that consumers associate more with suburban housewives than urban trendsetters. While revenues in many parts of the world grew in the first quarter—with sales up 60% in Brazil and 29% in China—North American sales fell. The challenge, according to global brand President Geralyn R. Breig, comes down to generating buzz. "In market after market, we found that we were meeting women's needs in quality, variety, and innovation," says Breig. "Where we fell short was in the image of the brand." 

The Hollywood route is the culmination of a strategy forged three years ago when CEO Andrea Jung faced sales declines and a stock price that had dropped 45% over a six-month period. She cut costs, focused on improving products, and ramped up advertising to turn the company around. 

Building a better brand image doesn't come cheap. Avon's ad spending has escalated from $136 million in 2005 to $249 million in 2006 and $368 million in 2007. Its ad budget in the first quarter of 2008 was 14% higher than a year earlier. While Avon won't disclose how much it spends on celebrity contracts, with three new celebrity perfumes in the works this year, built around Dempsey, Arterton ("Bond Girl"), and fashion house Emanuel Ungaro Maison, the costs of marketing are bound to rise. 

While Avon hired stars such as Salma Hayek a few years ago, the company is relying even more heavily on Hollywood these days. Nowhere is this more obvious than in the extensive relationship it forged over the past year with Oscar-winner Witherspoon. Along with appearing in ads for Avon makeup, skin care products, and fragrance, the 32-year-old single working mother is traveling worldwide as the Avon Foundation's first-ever global ambassador and honorary chairwoman. Breig says Avon wanted someone who "had the glitz of Hollywood but had approachable beauty." Moreover, Witherspoon's wholesome lifestyle makes her unlikely to succumb to the kind of Britney Spears-style slip that can bring a brand down. "We chose her very carefully," says Breig. 

FACE FACTS

Even so, Avon has some work to do. In a study of mass-market cosmetic brands, research firm Brand Keys found that Avon lagged behind seven others in terms of customer loyalty. Mary Kay topped the list. "Avon's problem is that it isn't associated with anything in particular," says Robert Passikoff, CEO of Brand Keys in New York. "It's almost like a commodity." 

But the sizzle that Avon hopes to generate might not help the brand. Los Angeles brand expert Rob Frankel estimates that more than 90% of the time, "people pay attention to the celebrity, not the brand." 

That doesn't bother Avon. While Breig says it's too early to share results from the Witherspoon ad campaign, she does note that sales for the products linked to the actress are already increasing. Since Witherspoon was announced as Avon's brand ambassador last August, its stock price is up about 10%, to $36. Much of the enthusiasm is a result of Avon's growing strength in markets such as China, where its sponsorship of the Olympic diving team could signal an interest in one day recruiting some celebrities there.

“Why is Avon Going Hollywood” – Classwork Activity

Directions:  Using class discussion, notes and examples from the article, answer the following questions on a separate sheet of paper.

1. Why is Avon changing the focus in ads from unknown women to Hollywood celebrities?  Explain in detail.

2. What is Avon’s market niche? Explain in detail.

3. What stage(s) is Avon on the “lifecycle of business”?  Explain all the stages that apply.

4. What non-price factors is Avon using? Explain in detail.
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