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Discussion

Scroll down and click "Respond" to post your reply to the Discussion questions. Please review the Discussion Board Participation grading rubric on your course syllabus. 
This is important information that will ensure that you earn maximum points. Your postings should be qualitative and provide substantive depth that advances the discussion.
	Students are to post a minimum of three posts per Discussion topic. One initial response and two replies to their classmates. 

Posting on a minimum of three different days, for example: Wednesday, Friday and Monday. 
The first post must be made by Saturday. 


Discussion Topic
Discuss the role of advertising in product differentiation and the intent of advertising in altering the firm’s demand curve.

How about perfectly competitive firms? Do they need to advertise?

What are the market structure classifications of firms that are engaged in product differentiation?
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Advertising is important to businesses because it introduces the company’s products or services to consumers.  Of course the main role is to convince people to buy what they are selling at the given price, and increase its market power.  Differentiation is important in advertising because it provides distinguishing product or service traits to the customer…as well as the advantages of its product or service versus the disadvantage of its competitors’ product/service, especially substitutes.  Per our text, product differentiation also reduces the intensity of competition between firms by allowing each product or service to basically stand on its own and be distinguished by unique characteristics.  Our text also suggests that sometimes it is more consumer taste than actually the differences in the product or service.  I have a good example of this, Publix sells the same products as most other grocery stores…actually for higher costs….but for some reason, their customers love them.  Why?  Because of the cleanliness and friendliness of their stores.  Customers are willing to pay a little more for the elevated level of service, even though the products are the same.

Now when it comes to the demand curve, the more market power a company has, the more influence it has over making its own prices (which is important, because companies want to control its product’s prices).  And, this is why advertising and differentiation are important; they help a company gain market power.
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You bring up a good point with gas, that sometimes it does not matter if a company advertises or not.  When we all need/require something like fuel, it almost doesn't matter whether a company uses advertising or not.  I believe fuel is extremely inelastic when it comes to market fluctuations…people are pretty much stuck paying whatever the gas companies set their prices at.  Of course, high gas may make me trade in my car for a more fuel efficient one, or perhaps I won’t be taking any more leisure drives on Sunday.  Why do you believe that we don’t see more gas commercials?
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I wonder how companies like McDonalds and Wal-Mart use differentiation?  I mean, they are already the largest companies in their respective industries.  Perhaps they use advertising to maintain their status, or bolster profits even more?  This would mean that no matter how big you are, you need advertising and differentiation to continue to maintain your market power.  Perhaps this is why not a day goes by that you don't see at least one advertisement from Wal-Mart or McDonalds.  What do you think would happen if they cut all their advertising and just used their reputations to increase profits?
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First, firms should be ready to advertise; meaning that their product or service needs to be competitive.

Second, can they afford it? Advertising, especially on television, can be quite expensive.

Third, would advertising be beneficial or profitable for them. If the product they are selling is extremely inelastic, perhaps they should keep advertising to a minimum.

Of course there are good reasons that almost every profitable company should advertise. One is awareness...they will want their consumers to be aware that their product is available. Advertising also has a way of defining a company and its products. For example, when I mention Abercrombie and Fitch...certain images automatically come to mind.

I would say, bottom line, advertising generates buzz and traffic around the product or service you're trying to sell...and if you can afford it, you should do it.












