Sports Marketing Mix
Product Design
Product Defined
· A product item is a specific model or size of a product.
· A product line is a group of closely related products that are sold by a company (Nike has three product lines; athletic clothing, athletic footwear, and sports equipment).

· Products are classified as consumer goods or business goods.

· Consumer goods are purchased and used by the consumer for personal use.

· Business goods are purchased by organizations for use in their operation.

· Point of difference is a unique product characteristic or benefit that sets the product apart from a competitor’s product.

Steps in New Product Development

· Step 1 –SWOT Analysis: 
· Analysis of the company’s strengths (S), weaknesses (W), opportunities (O), and threat (T) in the marketplace (SWOT).

· Step 2 – Idea Generation: 
· Generating new product ideas.

· Step 3 – Screening and Evaluation: 
· The product idea is evaluated to see if the company has the technology needed to make the product and to see if it meets the company’s objectives.  
· Focus groups are used to provide feedback on the proposed product design.

· A focus group is a panel of six to ten consumers who discuss their opinions about the topic under guidance of a moderator.
· Step 4 – Business Analysis: 

· Financial aspects of making and marketing the product are reviewed.
· The company must determine what is needed to take this product idea to market.

· Step 5 – Development:

· Development of the actual product – a prototype

· A prototype is the first model of the product.

· The company tests its production capabilities to see if the product can be produced at a reasonable cost.

· Step 6 – Test Marketing:

· Involves offering the product for sale in a small geographic area.

· Marketers test all aspects of the marketing mix (product, price, place, & promotion).
· The results can help on projecting sales and market shares for the new product.

· Not all new products go through this step because of the costs and the influence of competitors.
· Step 7 – Commercialization:

· Is the process that involves producing and marketing a new product.

· The company offers the product in the marketplace for sale to the final consumer.

· There is full-scale production during the launch.

Product Life Cycle

· Introduction Stage: occurs when a product is first introduced into the marketplace. Marketers focus on promoting consumer awareness and getting customers to try the new product.
· Growth Stage: the product is being purchased and sales are growing. More competitors enter the marketplace if they see that a new product is successful. Adding distribution outlets is important at this stage.
· Maturity Stage: is when sales begin to slow down for the product.  Repeat customers may stop buying the product, and new buyers may be difficult to attract.
· Decline Stage: is when sales and profit begin to drop. Technological advances can cause entire product categories to enter the decline stage.
· Considerations: not all products fit the life cycle pattern.  Fads are products that become popular quickly and lose popularity just as quickly.  Seasonal markets also have a short life cycle, and are an exception to the rule because they can only sell their product for a certain length of time.
Management of the Product Life Cycle

· Product Modification: requires changing a product’s characteristics.  Changes can be made to the product’s features, appearance, package design, or quality. A company markets this new and improved product with its new look in hopes of increasing sales.
· Market Modification: is a strategy to find new customers or to encourage current customers to use more of the product.
· Repositioning: involves changing a product’s image in relation to its competitor’s image.  A change in any of the four P’s of the marketing mix can be enough to reposition a product.
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Pricing and Strategies

Pricing

· Price is defined as the value placed on the goods or services being exchanged.
· Price is important in a business because it helps determine a company’s profit or loss.
· Price plays a significant role in the marketing mix – what a person is the target market is willing to pay becomes a major question to be answered.

· Marketing efforts must price the product correctly to fit the target markets pocketbook.

Pricing Considerations and Strategies

· Consumer perception – higher the price, the better the quality.

· Prestige pricing – is pricing based on consumer perception

· Odd-even pricing – is pricing goods with either and odd number ($25.99) or an even number ($100) to match a product’s image.
· Target pricing – is pricing goods according to what the customer is willing to pay.

· Demand is related to price in many ways – products in high demand, there is a limited supply, its price will be high (popular sporting events – high demand, limited seats, high price).
· Supply and demand theory is based on elastic demand; the change in price will affect demand.

· Inelastic demand occurs when a product is a necessity; there are no substitutes; the price increase is not significant relative to the customer’s income; or there are time restraints.

· Since a business needs to make a profit, the price of an item must be higher than the cost a business paid for it.
· Markup is the difference between the retail or wholesale price and the cost of an item.

· Cost-plus pricing, which is pricing products by calculating all costs and expenses and adding desired profit.

· When introducing a new product, marketers may decide to price the item very high to recover the costs of development, or they may price it low to create immediate demand for the product.
· Non-price competition is competition between businesses based on quality, service, and relationships.

Pricing Objectives and Strategies

· Price objectives are the goals that a company wants to achieve through pricing.
· Profit objective is to earn a higher profit.

· Market share is the percentage of the total sales of all companies that sell the same type of product and the objective is to gain a higher market share.

· Special pricing strategies:

· Price lining – selling all goods in a product line at specific price point
· Bundle pricing – selling several items as a package for a set price
· Loss-leader pricing – pricing an item at cost or below cost to draw customers into the store
· Yield-management pricing – pricing items at different prices to maximize revenue when limited capacity is involved
Price Adjustments and Regulations

· Discounts and allowances may be used to change a published price.

· You can get discounts for buying in large quantities.

· Allowances are reductions taken from the quoted price (trade-ins).

· Price fixing is an illegal practice whereby competitors conspire to set the same price.

· Predatory pricing is setting a very low price in order to drive competition out of business.

· Price discrimination is the practice of charging different prices to similar buyers.
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