TOPIC 2.2: Making Marketing Decisions

Product — Design Mix

Product Life Cycle

Extension strategies

Importance of differentiation

Function: how well the
product fulfils its purpose.
Aesthetics: how the product
looks.

Cost: how much it costs to
produce the product.

All three of these must be
considered when designing a
new product.

There are 4 main stages:

Sales

Growth

| Maturity

Product extension

e

Decline

U Increase promotion

U Lower the price

U Add new design features
U Rebranding

These attract new
customers and keep the
product selling for

To stand out, businesses can:

U Create a USP

U Use a distinctive brand

U Provide excellent customer
service

U Offer better quality than rivals

This can help increase the market

Introduction

longer/prevent it from
entering the decline stage.

share, and also allow a higher price
to be charged, adding value.

High Volume Pricing

High Margin Pricing

Methods of Promotion

Lots of units sold for a low
price

Benefit: more units produced
creates economies of scale
Drawback: may be seen as
low quality

Few units sold for high price
Benefit: seen as more
exclusive

Drawback: few customers
may be able to afford the
product.

Adverts: tv, billboard, TV, radio,
newspaper

Large audience
(especially TV)

Can be very expensive
(especially TV)

Sponsorship: money given to
organisation (e.g. local football
team) in exchange for promotion

Can improve reputation
of business, if
sponsoring a good cause

Cost of sponsorship
could be higher than
extra sales gained

Influences on Price

Technology has reduced production costs, the stage of the
product life cycle, how much competitors charge, consumer
income levels (what customers can afford).

Product trials: giving free
products

Can encourage repeat
customers

Cost of free products,
some may not purchase

Special offers: for example, half
price, buy one get one free

Can extend the product
life cycle (e.g. clothes)

Reduces profit made on
each unit sold

Place — Retailing

Place - E-tailing

Branding: for example, a strong
logo that customers recognise

Can reduce spend on
other promotion forms

Takes a long time to
establish recognition

Selling in physical stores
Benefits: passing trade, brand
recognition on high street,
customers can try/see
products

Drawbacks: rent on stores,
limited space

Selling online (e.g. Asos)
Benefits: less rent, able to
offer greater choice, open
24/7, sell to more locations
Drawbacks: customers
cannot see/try products or
get advice from sales staff

Influence of Technology on Promotion

Cookies: cookies track what customers have been looking at online, this allows web
adverts/social media adverts to be shown to those most likely to be interested.
Social media: offers a low-cost form of promotion e.g. sharing posts/pictures that
customers can share, in order to create viral marketing.
E-newsletters: can be emailed to customers informing them of new products or special
offers, however they are often not read.
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