Product Planning and
Pricing

Aim:What is product planning? How does
pricing play a role when adding new
products to existing lines and product
mixes?



Do Now:

Name all the cereals General Mills sells.
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Product planning — involves making decisions
about what features should be used in selling a
business’s products services, or ideas.

- These decisions relate to:

- product features, such as

- packaging, labeling, and

- branding as well as

. services, such as product warranties.



Consistent Barrel Size from end to end
for easier styling
unlike “cone” shaped barrels
where your hair would slide down the barrel

Mineral Ore infused barrel
for consistent heat with no damage

Push Out Clip
for easy standing

Swivel Cord for easy stylin
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Product Mix — includes all the different products
that a company makes or sells.
O - What is Nike’s product mix?




Product Line

is a group of closely related products manufactured
or sold by a business.




Product Item

1s a specific model, brand, or size of a
product within a product line..

Q- Name a product item sold at Dick’s
Sporting Goods?




Product Mix- Arm & Hammer




Do Now

Think of all the varieties of Tylenol.
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Product width — refers to the
number of different product
lines a business
manufactures or sells. products

- How many product lines does
Nike sell?

Product depth — refers to the
number of items offered
within each product line
- How many types of Jordan’s
are there?




Product Mix Strategies

Develop New Products
- Boosts sales and market share
- Builds reputation as a innovator and leader

- Can increase profits because prices tend to be
higher than older, comparable products

)



Product IVMIix Strategies

Developing a new
product involves the
following steps:

Generating ideas
Screening ideas
Develop Business Proposal
Develop Product
Testing product with
consumers

Introduce the product
Evaluate Consumer
acceptance




Product IMix Strategies

Developing a new product
involves the followina
steps:

Generating Ideas —
customers,
competitors,
employees
Screening Ideas —
ideas are evaluated,
matched against
company strategy,
target markets,
competitors




Product Mix Strategies

Develop a Business
Proposal — product idea is
evaluated in terms of profit
potential, size of market,
potential sales, costs,
technology trends,
competitive environment,
and level of risk

4. Developing the Product -
the new product idea takes
on a physical shape,and |
marketers develop a
marketing strategy. The
company makes plans
relating to production,
packaging, labeling,
branding, promotion, and
distribution.
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Product Mix Strategies

Testing the Product
with Consumers —
new products are
frequently test
marketed in certain
geographical areas
to see if they will be
accepted.

6. Introducing the
Product — aka
commercialization.
Can be very
expensive!
Advertising &
training.




Product Mix Strategies

1. Evaluating Customer Acceptance — Study sales
information via scanning equipment and
computers. Can answer questions such as:

 How often do customers buy the new product?

« When did customers last buy the new product?

« Where are the best customers for our new product?
« What new products are customers buying?

“Some restaurants are selling as many of
300 of these Impossible sliders a day” —
Forbes



Product Mix Strategies

Line extensions — Companies add new items
to their product lines to introduce brands to
new customers.

- (Ex: Swiffer)

Product modification — an alteration in
a company’s existing product. ’
 (color, style, features, sizes etc.)

- O-Whatis a recently modified product?


http://swiffer.com/en-us/shop-products
http://swiffer.com/en-us/shop-products
http://swiffer.com/en-us/shop-products
http://swiffer.com/en-us/shop-products
http://swiffer.com/en-us/shop-products
http://swiffer.com/en-us/shop-products
http://swiffer.com/en-us/shop-products

Product Mix Strategies

Deleting a Product or Product Line

Obsolescence - changes in customer interests and
technology

Loss of Appeal - Customer tastes change

Changes in Company Objectives —
sometimes a product doesn’t
match company’s current
objectives.

What happened to the
waterbed?
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Pricing Considerations

Competition based pricing- Selling
your products at the same price of
competing products.

Demand based pricing- Pricing
strategy that uses consumer demand for

its perceived value

- Ex: charging more for airfare during peak
holidays




Price Considerations

Price Discrimination- Pricing identical items differently
based on the customer.

s B o

Price Gauging- Seller prices goods at what is not
considered fair market value.

- Ex: Gas increase after hurricanes/storms

promotion.
- Ex: 2




Do Now

Give an example of each:

- High cost item
- Low cost good

- Sale price



Basic Pricing Concepts

A major factoring in determining the

profitability of any product is establishing a
base price.

Determinants of Base Price:
e (Cost

¢ Demand
e Competition




Basic Pricing Concepts:

a) Cost-Oriented Pricing: marketers first
calculate the costs of acquiring or making a
product and their expenses of doing
business; then they add a profit margin figure
to these figures to set a price.

EX.




Psychological Pricing Strategies: b

Pricing techniques that help create an W!I
Illusion for customers. 4 [é

a) Odd-even Pricing: A technique that involves
setting prices that all end in either odd or
even numbers.
> (Odd numbers convey a bargain image.

Ex. $.79, $9.95, $599
> Even numbers convey a quality image.
Ex. $10, $50, $100







Psychological Pricing Strategies cont'd:

b) Prestige Pricing: sets higher-than-average
prices to suggest status and high quality to
the consumer.

EX. Rolls-Royce, Bentley automobiles,
.R.olex Watc
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Psychological Pricing Strategies cont'd:

¢) Multiple Unit Pricing: Pricing items In
multiples suggests a bargain and helps
Increase sales volume.

Ex. Three for $1.00 vs selling the same
item at $.34 each. ;




Promotional Pricing: S—
Used in conjunction with sales promotions fiﬁ
where prices are reduced for a short I
period of time.

a) Special-Event Pricing: Items are reduced in
price for a short period of time, based on a

SpeCIfC occulrence.
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Promotional Pricing cont'd:

b) Rebates and Coupons:
> Rebates are partial refund provided by

the manufacturer to consumers.
> Coupons allow customers to take
reductions at the time of purchase.

Legal and Ethical Considerations

a) Price Fixing: when competitors agree on
certain price ranges within which they set

their own prices.
What are other ethical dilemmas that exist when
pricing?




What is the difference between product
planning and product mix?

What are three major strategies for
developing an effective product mix?



Product Planning Activity

Work 1n groups of two

Select a product line from the given
choices. Answer the questions in full
sentences regarding your new product.




