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Chapter 11: Creating Products and Pricing Strategies to Meet Customers' Needs

Section 11.1 The Marketing Concept

	Title
	Source
	Length
	Slides

	10 Famous Product Mascots Then and Now
	YouTube: The Things
	12:30
	4, 5



Synopsis: Mascots have played a major role in the promotion and sustained growth of many key brands, although most have been updated or transformed since the mascot’s debut.

Video 1: https://youtu.be/C8_9wEKIb8o 

Within the Customer Satisfaction paragraph in Section 11.1 a 97 percent customer satisfaction claim is retold from Geico, well known for their gecko mascot. How important are these typically animated or illustrated figures to the success of any company and their brands? View the video and review the 10 specific characters depicted.  

Does it make sense to you that these emblematic brand representatives required modernizing to keep them relevant in minds of their customers? Didn’t these firms risk alienating older buyers who were comfortable with the older designs? Several popular mascots are missing from this video, including the Geico gecko. How many can you think of? (Two hints: Candies that melt in your mouth, not in your hands; Dried grapes).

Section 11.3 Developing a Marketing Mix
 
	Title
	Source
	Length
	Slides

	How much do Facebook Ads Cost?
	YouTube: AdEspresso
	5:30
	9, 10



Synopsis: The scoop on how Facebook prices its advertising.

Video 2: https://youtu.be/caCZZ2UvJYA 

Review the material in Section 11.3, paying particular attention to the paragraphs on Promotion Strategy.  After watching the video, you’ll note that “how much does it cost to advertise on Facebook?” is not a simple question to answer.  Facebook (FB) prices its advertising on an auction system.  
[bookmark: _GoBack]
In other words, as the video explains, this means that advertisers are bidding against all of the other FB advertisers targeting that specific audience. “How much does it cost to advertise on Facebook?” then is almost an impossible question to answer, but the company which puts out this video, Ad Espresso, and a few others such HootSuite and Salesforce, do offer some estimated pricing guidance based on surveys of large volumes of Facebook ad data.
This blog may also shed some light on the framework Facebook uses to make money from advertisers: https://www.bigcommerce.com/blog/facebook-advertising-costs/#undefined

So, what do now know about FB’s pricing strategy? Remember: there are two main categories: CPC or "Cost Per Click" and the "CPM" or the Cost Per Thousand Impressions. Based upon what kind of Facebook ad campaign is being run, a conversion campaign, a video view campaign or a traffic campaign, advertisers will either be paying FB Cost Per Thousand (CPM) or Cost per click (CPC).  Anything else significant that you noted?

Section 11.7 Creating Products That Deliver Value

	Title
	Source
	Length
	Slides

	The Rise and fall of the Toyota Prius
	YouTube: CNBC
	9:49
	21, 22



Synopsis: Toyota revolutionized the hybrid market with the introduction of the Prius, but over time, the value of this car to the buyer has declined, as evidenced by falling sales.

Video 3: https://youtu.be/qDAphEzYAzM 

Review Exhibit 11.6 from How New Products Are Developed in Section 11.7, and compare the story of Toyota’s past success with the Prius hybrid car to the current situation, as reported by CNBC in the video.

Obviously, Toyota did something really right in the past to become the iconic leader in hybrid vehicles.  Which steps in the 6-step process explained in Exhibit 11.6 do you think Toyota’s management were particularly skilled to figure out back then? Most of the 6? Perhaps even all of the product development process?  

What happened, as described in the video to challenge the leadership of the Prius?  Were some of the factors that have hurt the sales of the Prius truly out of the control of Toyota, such as gasoline prices.  What about the actions of competitors? Even if Toyota had quite a few problems in the external environment that ultimately contributed to the decline in Prius sales, couldn’t they just use the same product development process to modify the Prius or create a new vehicle that would be successful?

	Title
	Source
	Length
	Slides

	IDEO
	YouTube: CBS News
	13:37
	23, 24



Synopsis: IDEO uses an approach and process called design thinking as a process to help organizations refine their products to achieve market success. 

Video 4: https://youtu.be/_9TIspgTbLM

Review Exhibit 11.6 from How New Products Are Developed in Section 11.7, and compare the story of Ideo's process to designing a new shopping cart in the video. Is your school or workplace divided into "creatives" versus practical people? Yet surely, David Kelley suggests, creativity is not the domain of only a chosen few. Design thinking provides a framework for dealing with unstructured problems and for managing the innovation process. Many business students, like many business professionals, experience confusion and frustration when engaging in design thinking projects for the first time. For such projects, the complex, iterative process of design thinking is structured to include six phases: problem finding, observation, visualization and sense making, ideation, prototyping and testing, and the design of a business model enacting the innovation.

The video outlines the benefits of design thinking at IDEO however work teams might also encounter roadblocks. Using a "T" account list the benefits and advantages of this approach and the drawbacks and disadvantages of this approach.

Benefits and Advantages 	              Drawbacks and Disadvantages
	
	



Section 11.8 The Product Life Cycle

	Title
	Source
	Length
	Slides

	The Product Life Cycle
	YouTube: StartupBros
	23:35
	28, 29



Synopsis: The PLC is discussed in depth, with examples and applications to various products and product categories.

Video 5: https://youtu.be/4pJ2X3hisc4

As shown in Exhibit 11.7, the product life cycle (PLC) consists four stages: Introduction, Growth, Maturity and Decline.  This comprehensive video not only explains the four stages in depth, but also details how the following additional factors relate to each stage of the PLC: Profitability, Failure Rate, Competition, Research and Development (R&D) Costs, and Advertising Costs.

After watching the video and reviewing the material in Section 11.8, fill in the table below indicating whether you would rate each factor HIGH or LOW at each stage of the PLC?

	
	Introduction
	Growth
	Maturity
	Decline

	Profitability
	
	
	
	

	Failure Rate
	
	
	
	

	Competition
	
	
	
	

	R&D Costs
	
	
	
	

	Advertising Costs
	
	
	
	


	

				
[image: The graph shows sales and profits along the vertical left side. Moving left to right there are columns, and represent time moving. These are labeled introduction, then growth, then maturity, then decline. Below the graph, there are products labeled, each corresponding to one of the stages or columns above. In the introduction phase, sales are profits are low, money can be in the minus. Product is shown as Air waves vapor release chewing gum, a nasal decongestant. Next, in the growth phase the sales and profits increase. This is shown as an internet security software. Next, in the maturity phase sales and profits are at their highest; and this is shown as Coca cola. The area between growth and maturity is a check point. Next comes the decline, where total market sales drop, as do total market profits. This is shown as C B radios.]

Exhibit 11.7 Sales and Profits during the Product Life Cycle
(Attribution: Copyright Rice University, OpenStax, under CC BY 4.0 license.)

Are you able to identify which stage of the life cycle you believe specific products fall into, and why?  Pick one or more of the following products and try to figure out where in the PLC they should be placed:

1. Apple iWatch 
2. Cheerios cereal
3. Crest Complete toothpaste
4. Ford Mustang automobile
5. Ben and Jerry’s ice cream
6. Beyond Meat Chicken Free Strips





Section 11.9 Pricing Strategies and Future Trends

	Title
	Source
	Length
	Slides

	Pricing Strategies
	YouTube: Ira Lovitch
	1:00
	32, 33



Synopsis: Three high-level pricing strategies are introduced, Profit, Sales and Status Quo, which the student is asked to correlate to the various pricing objectives explained in this Section. 

Video 6: https://youtu.be/EuzOwzZhrb8

Section 11.9 explains a number of Pricing Objectives, including Skimming, Penetration, Prestige, Odd-Even, and Leader Pricing.  After reviewing these, watch the brief video about Pricing Strategies.  Then, try to fill in the table, below, making your best determination which of the Pricing Objectives introduced in Section 11.9 would correlate to the high-level Pricing Strategies in the video.  

For example, if Sales was the over-arching Pricing Strategy, which means that the marketing manager was attempting to drive the highest level of unit or dollar volume in the door, would it make the most sense to have use lower Penetration Pricing, or Skimming with a higher price tag that perhaps would discourage most buyers from purchasing that product?

You might also look back to Section 11.8 Product Life Cycle (PLC) and think about which of these Pricing Strategies, and the correlated Pricing Objective, would be most appropriate to use at that stage of the PLC?

	
	Profit
	Sales
	Status Quo

	Skimming
	
	
	

	Penetration
	
	
	

	Prestige
	
	
	

	Leader
	
	
	

	Odd-Even
	
	
	


[image: ]


[image: https://lh3.googleusercontent.com/u7sU5vN2VeOjzhE320yC2W6DjpBlnefMQA3yKlkOYDPFML7pzL7mJFTpQYZAF26EVnay67XrEv0ooSLv88_OJTF9STc_waARGFy8l6IJEXAIJ_QksV8Mjwvtdyi5mhRbFfcrPU-C]For more free, peer-reviewed, openly licensed resources visit OpenStax.org. 
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