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Soal:
1. What is the difference between industrial espionage and marketing intelligence?
2. What are two basic approaches to pricing, explain it?
3. Explain three information flows identified by Philips J. Kottler?

Jawab:

1. Difference Industrial Espionage & Marketing Intelligence

· The Difference Industrial spionage government or corporate pratice of obtaining secrets rom rival or enemies for industrial advantage through to brybery, black mail, technologiecal surveilance and ever oecastonal vrolenie

· Marketing intelegence is applied to legal and mundave methods of examining corporate publication, website, patern filing , and the like to determine the activities of a corporate
Marketing is the craft of linking the producers (or potential producers) of a product or service with customers, both existing and potential. It is an inevitable and necessary consequence of capitalism. However marketing is not limited to capitalist countries. Marketing techniques are applied in all political systems, and in many aspects of life. Marketing methods are informed by many of the social sciences, particularly psychology, sociology, and economics. Marketing research underpins these activities. Through advertising, it is also related to many of the creative arts. 

What marketing involves 

Contrary to the popular conception, marketing is not just about promotion -- it can be divided into four sections, often called the "four Ps". They are: 

· Product - The Product management aspect of marketing deals with the specifications of the actual good or service, and how it relates to the end-user's needs and wants. 

· Pricing - This refers to the process of setting a price for a product, including discounts. 

· Promotion - This includes advertising, publicity, word of mouth, and personal selling, and refers to the various methods of promoting the product, brand, or company. 

· Place or distribution refers to how the product gets to the customer; for example, point of sale placement or retailing. 

These four elements are often referred to as the marketing mix. A marketer will use these variables to craft a marketing plan. For a marketing plan to be successful, the mix of the four "p's" must reflect the wants and desires of the consumers in the target market. Trying to convince a market segment to buy something they don't want is extremely expensive and seldom successful. Marketers depend on marketing research to determine what consumers want and what they are willing to pay for. Marketers hope that this process will give them a sustainable competitive advantage. Marketing management is the practical application of this process.
       Intelligence is a general mental capability that involves the ability to reason, plan, solve problems, think abstractly, comprehend ideas and language, and learn. While the definition and importance of intelligence is an issue of some controversy, especially in the popular press, a consensus opinion exists among intelligence researchers on many issues. When considering animal intelligence, a more general definition of intelligence might be applied: the "ability to adapt effectively to the environment, either by making a change in oneself or by changing the environment or finding a new one" (Encyclopædia Britannica). Intelligence tests are often used to quantify human intelligence. This is not without controversy; see below for more information. 

Some thinkers have explored the idea of collective intelligence, arising from the coordination of many people. Computer science has developed the field of artificial intelligence, which seeks to make computers act in increasingly intelligent ways. Many people have also speculated about the possibility of extraterrestrial intelligence. 

Marketing intelligence 
is the process of gathering information in the field of Marketness The term was first used by Gartner and describes the process of turning data into information and then into knowledge. Business intelligence is carried out to gain sustainable competitive advantages. Business Performance Management is seen as the next generation of business intelligence. There is a grey area between what is called business intelligence and industrial espionage. 

Tools for Marketness Intelligence

People doing business intelligence have developed tools that ease the work, especially when the intelligence task involves gathering and analyzing large amounts of data. These are some tools commonly used for business intelligence: 

Industrial can have one of three meanings: 

· Economically or otherwise productive activity ("For all its brevity, the Wikipedia contribution was the fruit of his industry"); 

· A particular area of economic production ("the garment industry"), more properly described in non-manufacturing contexts as a sector or subsector; or 

· That part of all economic activity comprising mining, manufacturing. construction and utility provision. 

The term survives in the second sense in the International Standard Industrial Classification and national variants, which identify sectors of economic activity for statistical and national accounting purposes. 

The third use of the term is that most likely to be encountered in everyday parlance, though its intended meaning may vary, sometimes coinciding with manufacturing proper, as in "an industrial worker" rather than "a miner" or "a builder". 

Industry in the latter sense remains a key sector of production in most countries, contributing perhaps a third of world economic output (more than agriculture's share, but now less than that of the service sector). 

Most industrial output remains in the manufacturing sector, especially among developed countries, though construction and mining remain substantial components overall. 

               Espionage is the governmental or corporate practice of obtaining secrets (spying) from rivals or enemies for military, political, or economic advantage. A spy is an agent employed to obtain such secrets. Historically the definition was restricted to a state spying on potential or actual enemies, primarily for military purposes, but has extended to spying involving corporations, known specifically as Industrial espionage. Most nations routinely spy on their enemies, and allies, although they generally deny this. Black's Law Dictionary (1990) defines espionage as: "...gathering, transmitting, or losing...[information related to the national defense]." Espionage, by a citizen of the target state, is generally considered to be a form of treason.   The word "espionage" in governmental language has been replaced by the doublespeak "intelligence"; thus intelligence agency for "espionage agency". 

The Cold War involved intense espionage activity between the United States of America and its allies and the Soviet Union and the People's Republic of China and their allies, particulary related to nuclear weapons secrets. 

Recently, espionage agencies have targeted the illegal drug trade and terrorists.

                   Industrial espionage is espionage conducted for commercial purposes instead of the usual national security purposes. It is conducted both by governments and by private organisations. 

At the most innocuous level, the term is applied to the legal and mundane methods of examining corporate publications, web sites, patent filings, and the like to determine the activities of a corporation (though this is normally referred to as business intelligence), through to bribery, blackmail, technological surveillance and even occasional violence. As well as spying on commercial organisations, governments can also be targets of commercial espionage - for example, to determine the terms of a tender for a government contract so that another tenderer can underbid. 

Most large corporations openly acknowledge the existence of departments to perform the legal aspects of corporate espionage. Many also spend considerable amounts on precautions to protect against the more cloak-and-dagger varieties. 

The United States government has admitted to using commercial espionage, for instance using surveillance of phone calls to determine that a French competitor of a US firm was bribing Brazilian officials to obtain an air traffic control radar contract (it was later revealed that the US firm was *also* bribing officials). It is generally believed that most large intelligence agencies are involved in the practice. 

The development of the Tupolev Tu-144 supersonic aircraft, with it's rapid design and similarity to Concorde, was one of the most prominent examples of industrial espionage in the 20th century. 
· The Difference Industrial spionage government or corporate pratice of obtaining secrets rom rival or enemies for industrial advantage through to brybery, black mail, technologiecal surveilance and ever oecastonal vrolenie

· Marketing intelegence is applied to legal and mundave methods of examining corporate publication, website, patern filing , and the like to determine the activities of a corporate
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What are two basic approaches to pricing, explain it?

                 Pricing is one of the four aspects of marketing. The other three parts of the marketing mix are product management, promotion, and distribution. It is also a key variable in microeconomic price allocation theory. 

                 Marketing is the craft of linking the producers (or potential producers) of a product or service with customers, both existing and potential. It is an inevitable and necessary consequence of capitalism. However marketing is not limited to capitalist countries. Marketing techniques are applied in all political systems, and in many aspects of life. Marketing methods are informed by many of the social sciences, particularly psychology, sociology, and economics. Marketing research underpins these activities. Through advertising, it is also related to many of the creative arts.    

                  Marketing Mix, Marketers have essentially four variables to use when crafting a marketing strategy and writing a marketing plan. They are price, promotion, product and distribution (also called placement). They are sometimes referred to as the four p's. 

A marketing mix is a combining of these four variables in a way that will meet or exceed organizational objectives. A separate marketing mix is usually crafted for each product offering. When constructing the mix, marketers must always be thinking of who their target market are. Mix coherency refers to how well the components of the mix blend together. A strategy of selling expensive luxury products in discount stores has poor coherency between distribution and product offering. 

In the long term, all four of the mix variables can be changed, but in the short term it is difficult to modify the product or the distribution channel. Therefore in the short term, marketers are limited to working with only half their tool kit. This limitation underscores the importance of long term strategic planning. 

Some commentators have increased the number of p's in the mix to 5, 6 or even 8. "People" is sometimes added, recognizing the importance of the human element in all aspects of marketing. Others include "Partners" as a mix variable because of the growing importance of colaberative channel relationships

Product Management is one of the four areas of marketing. The other three parts of the marketing mix are pricing, promotion, and distribution. Product management deals with questions like

Promotion is one of the four aspects of marketing. The other three parts of the marketing mix are product management, pricing, and distribution. Promotion is comprised of four subcategories: 

· advertising 

· personal selling 

· sales promotion 

· publicity and public relations 

Distribution is one of the four aspects of marketing. The other three parts of the marketing mix are product management, pricing, and promotion. Distribution deals with how to get the product or service to the customer. It must answer questions such as: 

Microeconomics is the study of the economic behaviour of individual consumers, firms, and industries and the distribution of total production and income among them. It considers individuals both as suppliers of labour and capital and as the ultimate consumers of the final product. On the other hand, it analyzes firms both as suppliers of products and as consumers of labour and capital. 

Microeconomics seeks to analyze the market form or other type of mechanism that establishes relative prices among goods and services and allocates society's resources 

among their many alternative uses. 

· How much to charge for a product or service? 

· What are the pricing objectives? 

· Do we use profit maximization pricing? 

· How to set the price?: (cost-plus pricing, demand based pricing, rate of return pricing, or competitor indexing) 

· Should there be a single price or multiple pricing? 

· Should prices change in various geographical areas, referred to as zone pricing? 

· Should there be quantity discounts? 

· What prices are competitors charging? 

· Do you use a price skimming strategy or a penetration pricing strategy? 

· What image do you want the price to convey? 

· Do you use psychological pricing? 

· How important are customer price sensitivity and elasticity issues? 

· Can real-time pricing be used? 

· Is price discrimination or yield management appropriate? 

· Are there legal restrictions on retail price maintenance, price collusion, or price discrimination? 

· Do price points already exist for the product category? 

· How flexible can we be in pricing? : The more competitive the industry, the less flexibility we have. 

· The price floor is determined by production factors like costs, economies of scale, marginal cost, and degree of operating leverage 

· The price ceiling is determined by demand factors like price elasticity and price points 

· Are there transfer pricing considerations? 

· What is the chance of getting involved in a price war? 

· How visible should the price be? - Should the price be neutral? (ie.: not an important differentiating factor), should it be highly visible? (to help promote a low priced economy product, or to reinforce the prestige image of a quality product), or should it be hidden? (so as to allow marketers to generate interest in the product unhindered by price considerations). 

· Are there joint product pricing considerations? 

· What are the non-price costs of purchasing the product? (eg.: travel time to the store, wait time in the store, dissagreeable elements associated with the product purchase - dentist -> pain, fishmarket -> smells) 

· What sort of payments should be accepted? (cash, cheque, credit card, barter) 

A well chosen price should do three things: 

· achieve the financial goals of the firm (eg.: profitability) 

· fit the realities of the marketplace (will customers buy at that price?) 

· support a products positioning and be consistent with the other variables in the marketing mix 

· price is influenced by the type of distribution channel used, the type of promotions used, and the quality of the product 

· price will usually need to be relatively high if manufacturing is expensive, distribution is exclusive, and the product is supported by extensive advertising and promotional campaigns 

· a low price can be a viable substitute for product quality, effective promotions, or an energetic selling effort by distributors 

From the marketers point of view, an efficient price is a price that is very close to the maximum that customers are prepared to pay. In economic terms, it is a price that shifts most of the consumers surplus to the producer. 

The effective price is the price the company receives after accounting for discounts, promotions, and other incentives. 

Price lining in the use of a limited number of prices for all you product offerings. This is a tradition started in the old "five and dime" stores in which everything cost either 5 or 10 cents. Its underlying rationale is that these amounts are seen as suitible price points for a whole range of products by perspective customers. It has the advantage of ease of administering, but the disadvantage of inflexibility, particularly in times of inflation or unstable prices. 

A loss leader is a product that has a price set so low that it acts as a promotional device and draws customers into the store. 

Promotional pricing refers to an instance where pricing is the key element of the marketing mix. 

The price/quantity relationship refers to the perception by most consumers that a relatively high price is a sign of good quality. The belief in this relationship is most important with complex product that are hard to test, and experiential products that cannot be tested until used (such as most services). The greater the uncertainty surrounding a product, the more consumers depend on the price/quantity hypothesis and the more of a premium they are prepared to pay. 

Premium pricing (also called prestige pricing) is the strategy of pricing at, or near, the high end of the possible price range. People will buy a premium priced product because: 

· 1) They believe the high price is an indication of good quality; 

· 2) they believe it to be a sign of self worth - "They are worth it" - It authenticates their success and status - It is a signal to others that they are a member of an exclusive group; and 

· 3) They require flawless performance in this application - The cost of product malfunction is too high to buy anything but the best - example : heart pacemaker 

Demand based pricing refers to any of the pricing methods that use consumer demand as the central element. These include : price skimming, price discrimination and yield management, price points, psychological pricing, bundle pricing, penetration pricing, price lining, and premium pricing. 

Price discrimination exists when sales of identical goods are transacted at different prices from a single vendor. Theoretically, price discrimination is a feature only of monopoly markets. In addition to a monopoly market, price discrimination requires some means to discourage discount customers from becoming resellers and by extension competitors. This usually entails either keeping the different price groups separate, making price comparisons difficult, or restricting pricing information. The boundary set up by the marketer to keep segments separate are referred to as a rate fence. 

There are three types of price discrimination: 

· In first degree price discrimination, price varies by customer. This arises from the fact that the value of goods is subjective. A customer with low price elasticity is less deterred by a higher price than a customer with high price elasticity of demand. As long as the price elasticity (in absolute value) for a customer is less than one, it is very advantageous to increase the price: the seller gets more money for less goods. With an increase of the price the price elasticity tends to rise above one. One can show that in the optimum the price, as it varies by customer, is inversely proportional to one minus the reciprocal of the price elasticity of that customer at that price. This assumes that the consumer passively reacts to the price set by the seller, and that the seller knows the demand curve of the customer. In practice however there is a bargaining situation, which is more complex: the customer may try to influence the price, e.g. by pretending to like the product less than he or she really does, and by "threatening" not to buy it. 

· In second degree price discrimination, price varies according to quantity sold. Larger quantities are available at a lower unit price. 

· In third degree price discrimination, price varies by location or by customer segment. See economics of location. 

In economic terms,the purpose of price discrimination is to capture the market's consumer surplus. This surplus arises because, in a market with a single clearing price, some customers (the very low price elasticity segment) would have been prepared to pay more than the single market price. Price discrimination transfers some of this surplus from the consumer to the producer/marketer. 

It can be proved mathematically, that a firm facing a downward sloping demand curve that is convex to the origin will always obtain higher revenues under price discrimination than under a single price strategy. This can also be shown diagramaticly. 






Sales revenue without and with Price Discrimination
In the top diagram, a single price (P) is available to all customers. The amount of revenue is represented by area P,A,Q,O. The consumer surplus is the area above line segment P,A but below the demand curve (D). 

With price discrimination, (the bottom diagram), the demand curve is divided into two segments (D1 and D2). A higher price (P1) is charged to the low elasticity segment, and a lower price (P2) is charged to the high elasticity segment. The total revenue from the first segment is equal to the area P1,B,Q1,O. The total revenue from the second segment is equal to the area E,C,Q2,Q1. The sum of these areas will always be greater than the area without discrimination assuming the demand curve resembles a rectangular hyperbola with unitary elasticity. The more prices that are introduced, the greater the sum of the revenue areas, and the more of the consumer surplus is captured by the producer. 

Note that the above requires both first and second degree price discrimination: the right segment corresponds partly to different people than the left segment, partly to the same people, willing to buy more if the product is cheaper. 

It is very useful for the price discriminator to determine the optimum prices in each market segment. This is done in the next diagram where each segment is considered as a separate market with its own demand curve. As usual, the profit maximizing output (Qt) is determined by the intersection of the marginal cost curve (MC) with the marginal revenue curve for the total market (MRt). 




Multiple Market Price Determination
The firm decides what amount of the total output to sell in each market. This is determined from the marginal revenue curves in each market. The intersection of the total market price with the marginal revenue curves in each market yields optimum outputs of Qa and Qb. From the demand curve in each market we can determine the profit maximizing prices of Pa and Pb. 

Price skimming is a type of price discrimination. It is price discrimination over time. Typically a company starts selling a new product at a relatively high price then gradually reduces the price as the low price elasticity segment gets satiated. 

A closely related concept is yield management. In price discrimination firms charge different prices depending on who buys the product, who buys what quantities, and who buys in what locations. In some jurisdictions this is illegal. In yield management, firms charge different prices depending on minor variations in the product. These firms typically engage in product differentiation. They modify their product offerings so that each product is optimized for a particular target market. Hense charging a business traveller three times the cost of an economy airplane seat is not price discrimination. It is yield management because the product is different (larger seats, and better food than economy class). Typically yield management groupings are at the aggregate, rather than individual, level. When a market segment is charged one price, they are said to be in a price bucket. 

Price skimming is a pricing strategy in which a marketer sets a relatively high price for a product or service at first, then lowers the price over time. It is a temporal version of price discrimination/yield management. 
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Price Skimming
It allows the firm to recover its sunk costs quickly before competition steps in and lowers the market price. 

Price skimming is sometimes referred to as riding down the demand curve. This can be seen in the series of diagrams on the right.The first diagram shows the demand schedule, price, and quantity demanded at time t=1. 
Additional short run demand schedules representing times t=2 and t=3 are added in subsequent diagrams. As time goes by, price decreases and volume increases. 
then the 3 equilibria are joined we obtain the price skimmers’ long run demand schedule (shown in green).
The objective of a price skimming strategy is to capture the consumer surplus (the area in blue, between the single market clearing price (P*) and the highest price charged (P1)). If this is done successfully, then theoretically no customer will pay less for the product than the maximum they are willing to pay. In practice it is impossible for a firm to capture all of this surplus. 
Limitations of Price Skimming

There are several potential problems with this strategy. 

· Firstly, it is only effective when the firm is facing an inelastic demand curve. If the long run demand schedule is elastic (as in the diagram below), market equilibrium will be achieved by quantity changes rather than price changes. Penetration pricing is a more suitable strategy in this case. 

· 


Elastic Demand
Price changes by any one firm will be matched by other firms resulting in a rapid growth in industry volume. Dominant market share will typically be obtained by a low cost producer that pursues a penetration strategy.

· Secondly, a price skimmer must be careful with the law. Price discrimination is illegal in many jurisdictions, but yield management is not. Price skimming can be considered either a form of price discrimination or a form of yield management. Price discrimination uses market characteristics (such as price elasticity) to adjust prices, whereas yield management uses product characteristics. Marketers see this legal distinction as quaint since in almost all cases market characteristics correlate highly with product characteristics. If using a skimming strategy, a marketer must speak and think in terms of product characteristics in order to stay on the right side of the law. 

· Thirdly, the inventory turn rate can be very low for skimmed products. This could cause problems for your distribution chain. It may be necessary to give retailers higher margins to convince them to enthusiasticlly handle your product. 

· Fourth, skimming encourages the entry of competitors. When other firms see the high margins available in the industry, they will quickly enter. 

· Fifth, skimming results in a slow rate of diffusion and adaptation. This results in a high level of untapped demand. This gives competitors time to either imitate the product or leap frog it with a new innovation. If competitors do this, you will have lost your window of opportunity. 

· Sixth, you could develop negative publicity if you lower the price too fast and without significant product changes. Some early purchasers will feel they have been ripped-off. They will feel it would have been better to wait and purchase the product at a much lower price. This negative sentiment will be transferred to the brand and the company as a whole. 

· Seventh, high margins may make the firm inefficient. There will be no incentive to keep costs under control. Inefficient practices will become established making it difficult for you to compete on value or price. 

Price points are prices for which demand is relatively high. In introductory microeconomics we are told that a demand curve is downward sloping to the right and either linear or gently convex to the origin. The first is usually true, but with regard to the second, in reality, price surveys indicate that demand for a product is not a linear function of its price and not even a smooth function. Demand curves look more like a series of waves than a straight line. 




Price Points along a Demand curve
Points A, B, and C in the diagram are price points. By increasing the price beyond a price point (say to a price slightly above price point B), sales volume decreases by an amount more than proportional to the price increase. This decrease in quantity demanded more than offsets the additional revenue from the increased unit price. As a result, total revenue decreases when a firm rises its price beyond a price point. Technicaly, the price elasticity of demand is low (inelastic) at a price lower than the price point (steep section of the demand curve), and high (elastic) at a price higher than a price point (gently sloping part of the demand curve). It is a common marketing strategy for a firm to set prices at existing price points. 

There are 3 main reasons for the existence of price points: 

· 1- Substitution price points 

· price points occur at the price of a close substitute 

· when an item's price rises above the cost of a close substitute, the quantity demanded drops sharply 

· 2- Customary price points 

· people are used to paying a certain amount for a type of product 

· increasing the price beyond this amount will cause sales to drop dramaticly 

· 3- Perceptual price points 

· also referred to as psychological pricing or odd-number pricing 

· raising a price above 99 cents will cause demand to fall relatively much because $1.00 is perceived to be a significantly higher price 

Psychological pricing

Retail prices are often expressed as odd prices: a little less than a round number, e.g. $19.99 or £6.95. Psychological pricing is a theory in marketing that these prices have a psychological impact that drives demand greater than would be expected if consumers were perfectly rational. Psychological pricing is one cause of price points. 

The psychological pricing theory is based on one or more of the following hypotheses: 

· Consumers ignore the least significant digits rather than do the proper rounding. Even though the cents are seen and not totally ignored, they may subconsciously be partially ignored. Some suggest that this effect may be enhanced when the cents are printed smaller - $1999. 

· Fractional prices suggest to consumers that goods are marked at the lowest possible price. 

· Now that consumers are used to psychological prices, other prices look odd. 

The theory of psychological pricing is controvercial. Some claim that rational people, even young children have a very sophisticated understanding of true cost and relative value. Others claim that this ignores the non-rational nature of the phenomenon. Acceptance of the theory requires belief in a subconscious level of thought processes, a belief that economic models tend to deny or ignore. Several studies have provided evidence. Kenneth Wisniewski and Robert Blattberg at the University of Chicargo's Center for Research in Marketing, for example, showed that when the price of margerine was lowered from 89 cents to 71 cents, sales volume increased a mere 65%, but when it was lowered from 89 to 69 cents, sales volume increased by 222%. In another study, the perceived value of all the numbers between 1 and 100 were studied and 77 was shown to have the lowest perceived value relative to its actual value. Results from modern scanner data is mixed. 

In fact, the practice of odd pricing was developed primarily to control employee theft. With an odd price, in most cases the consumer does not hand over the exact amount and therefore has to be given change. This reduces the risk of personnel stealing from the shop owner by not recording a sale on the cash register and pocketing the money, in the case that the customer does not require a receipt. 

The practice is said to have been invented in 1875 by Melville E. Stone, the publisher of the Chicago Daily News, who introduced it in cooperation with his advertisers. 

Product Bundling is a marketing strategy that involves offering several products for sale as one combined product. This strategy is very common in the software business (for example: bundle a word processor, a spreadsheet, and a database into a single office suite). It is most successful when : 

· a) there are economies of scale in production, 

· b) there are economies of scope in distribution, 

· c) consumers appreciate the resulting simplification of the purchase decision and benefit from the joint performance of the combined product, 

· d) when the marginal costs of bundling are low. 

· e) when production set-up costs are high, 

· f) when customer acquisition costs are high 

Product bundling is most suitible for high volume and high margin (ie.; low marginal costs) products. 

Penetration pricing is the pricing technique of setting a relatively low initial entry price, a price that is often lower than the eventual market price. The expectation is that the initial low price will secure market acceptance by breaking down existing brand loyalties. Penetration pricing is most commonly associated with a marketing objective of increasing market share or sales volume, rather than short term profit maximization. 

The advantages of penetration pricing to the firm are: 

· It can result in fast diffusion and adoption. This can achieve high market penetration rates quickly. This can take the competition by surprise, not giving them time to react. 

· It can create goodwill among the all-important early adopter segment. This can create valuable word of mouth . 

· It creates cost control and cost reduction pressures from the start, leading to greater efficiency. 

· It discourages the entry of competitors. Low prices act as a barrier to entry (see: porter 5 forces analysis). 

· It can create high stock turnover throughout the distribution channel. This can create critically important enthusiasm and support in the channel. 

· It can be based on marginal cost pricing, which is economically efficient. 

The main disadvantage with penetration pricing is that it establishes long term price expectations for the product, and image preconceptions for the brand and company. This makes it difficult to eventually raise prices. Some commentators claim that penetration pricing attracts only the switchers (bargain hunters), and that they will switch away from you as soon as you increase prices. There is much controversy over whether it is better to raise prices gradually of a period of years (so that consumers don’t notice), or employ a single large price increase (which is more efficient). A common solution to the price expectations problem is to set the initial price at the long term market price, but include an initial discount coupon (see sales promotion). In this way, the perceived price points remain high even though the actual selling price is low. Another potential disadvantage is the low profit margins may not be sustainable long enough for the strategy to be effective. 

Price Penetration is most appropriate when: 

· Product demand if highly price elastic. 

· Substantial economies of scale are available. 

· The product is suitable for a mass market (ie.: sufficient demand). 

· The product will face stiff competition soon after introduction. 

· There is inadequate demand in the low elasticity market segment for price skimming. 

· In industries where standardization is important. The product that achieves high market penetration often becomes the industry standard (eg.: Microsoft Windows) and other products, even very much superior products, become marginalized. 

In interesting variant of the price penetration strategy is the bait and hook model (also called the razor and blades business model) in which an initial product is sold at a very low price but subsequently purchased products (such as refills) are sold at a higher price. 
Two Basic approuch princing 
1. Competity princing Strategies

a. trand the sell price stability in the market

b. Selling product under coverage competitor price

c. Selling product top / up average competitor

2. New Product Princing Strategies
a. Pricing strategies fro new product

b. skiming strategies

c. penetration strategies

Jawaban No 3
3. Explain three information flows identified by Philips J. Kottler?
 information flows :Internal, Intelligence (from environment), Communications (to environment)

Kotler Information Flow
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Tree Information Flows Identified Philips J. Kotler
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