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Economics and Marketing
Name
Institution

1. Present the payoff matrix of the prisoners' dilemma game of persuasive advertising

The game involves two suspects, arrested for a misconduct and placed in different places in the police station with no communication. The prosecutor then separately informs them of the following conditions.

· Your charges will be dropped and you will be freed on condition that you confess and agree to attest against the other suspect.

· The prosecution will pursue the maximum three year sentence if the other suspect confesses against you and you do not confess against him.

· The sentencing for the both of you will be two years if the two of you confess.

· There will be charges of misdemeanor and 1-year sentence each, if neither of you confesses.

The Matrix

	Prisoner’s Dilemma

	Suspect B

	
	Cooperate
	Defect

	Suspect A
	Cooperate
	(x)-1,-1
	(u)-3,0

	
	Defect
	(y)0,-3
	(v)-2,-2


· Cooperate and defect explains the cooperation or lack of it thereof of the suspects with each other.

· Cell (x) shows that if both suspects A and B cooperate and remain silent, they will each be sentenced to 1 year in prison.

· Cell (y) shows that suspect A will be freed if B does not confess while A confesses. 

· Cell (u) shows that suspect B will go free, while suspect A, will receive three years in prison if A does not confess while B confesses.

· Cell (v) shows that both the suspects will receive a two-year imprisonment if they do not confess.

Define Nash Equilibrium

This refers to a non-cooperative game comprising of two or more players, whereby each of the players understands the equilibrium strategies of the other players. In this game, a player will not gain anything by only changing their strategy.

Using Incentive arrows, identify the Nash equilibrium for this game
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Vertical arrows: Considering Player 2 employing strategy C. when Player 1 plays C, they receive 60, and if Player 1 plays S, they receive 120. 60 is less than 120, therefore, a red arrow is drawn from 60 to 120 demonstrating that 120 is greater. Assuming Player 2 plays S. Since 0 is less than 30, a red arrow is drawn from 0 to 30.

Horizontal Arrows: Looking at Player 1 with strategy A. Since 60 is less than 120, a green horizontal line is drawn from 60 to 120. Considering Player 1 with strategy B. 30 is more than 0, therefore green horizontal line is drawn from 0 to 30.

Identify the three properties of this game

· A player will not gain anything by only changing their strategy.

· A non-cooperative game comprising of two or more players.

· Each of the players understands the equilibrium strategies of the other players.

1. State and explain Customer-Driven Marketing

Customer-driven marketing refers to marketing whereby the focus is on the needs of the customer. Most of the small firms normally ensure that their product development is in line with what the customers want. Therefore, the strategies in marketing should also be consumer-driven. 

What is the Economic Foundation of Marketing?

This is an economic structure whereby the decisions made regarding investment, production, and distribution are determined by signals in price, which themselves are influenced by demand and supply forces. 

Name and Explain the Five Levels of Maslow's Hierarchy of Needs

Maslow's hierarchy of needs is a theory that was proposed in 1943 by Abraham Maslow. It is divided into six stages. The goal of this theory is for human beings to attain the sixth level.

The lowest level is the physiological needs which are physical necessities for the survival of human. If these needs are not met, then the human body will not function, for instance, food, air, water, clothing, and shelter. The second level is safety needs which include both the physical and economic safety needs. They manifest themselves in ways like job security, protection from authority, insurance policies, and savings accounts. They are predominant in children and include, personal, financial and health security among others. Social belonging is the third level and is strong in childhood. It includes friendships, intimacy, and family. One has to feel a sense of love and belonging in their lives. The fourth level is esteem needs which call for getting recognition, importance, and respect and status from people around one. It presents the human wish to be accepted and valued by others. Self-actualization is the fifth level and involves the full potential of a person. It is the level to achieve all that one can and become the best they can. The topmost level is self-actualization which now proves that one is whole. The self-given itself out to a higher goal in life and there is a feeling of contentment.

2. Define and explain marketing strategy

Marketing strategy is a long-term, forward-thinking tactic to planning with an objective of achieving a sustainable competitive advantage. It sets target markets and the value proposition, which will be offered based on an examination of the best opportunities in the market.

Name and explain the three steps of marketing strategy

· Creating a strong value proposition. When developing a marketing strategy, it is important to understand well the product being sold and the potential customers. 

· Reaching the audience. This step includes identifying the target audience and identifying how they can be reached. 

· Get your value proposition across the market. After reaching your audience, the next step is getting the value proposition to the customers and ensuring that they understand it. Understanding the product will increase the chances of them buying it.

3. Define Strategic Planning

Strategic planning refers to a firm's process of defining its strategy, direction, and deciding on how the resources are allocated to ensure it achieves the strategy. It is, therefore, an organizational management activity, which is used in setting urgencies as well as the strengthening of operations. All the employees and stakeholders should work towards the achievement of set goals. 

Why must an organization adapt to new technology

An organization must adapt to new technology because it gives it a competitive advantage over other firms. Firms that have installed new technology in their operations have an advantage in that production is faster, efficient and cost friendly. The more advanced a technology is, the better its final products will become. Additionally, the new technology comes with faster speed, and hence a company can produce more in the shortest time depending on the market demands. There is also a relationship between advanced technology and the cost of production. The more advanced a company's technology is, the lesser the cost of production will be, and therefore, a company will produce at lower costs. Due to that, it can also have fair prices because the production costs will have reduced or the company may decide to maintain the old prices and make more profits. 

Name and explain three reasons why firms cluster

Economic forces that lead to the clustering of companies is called the agglomeration economies. Firms cluster to enjoy the economies of scale. When the firms in similar industries join together, their costs of production reduces significantly since they produce in bulk as one. They also buy raw materials from suppliers in bulk and, therefore, buy at a reduced or discounted prices.

Clustering leads to knowledge spillover between the two firms that have joined together due to the accumulation of knowledge and human capital between the employees of the two firms. The firms can gain from one another in that one firm may have employees with skills that the other firm may not have. Since they have joined, the employees can be used for the benefit of the two firms. The two firms can, therefore, share inputs and labor force for the provision of better matching skills among the workers.

The firms that have clustered can share intermediate inputs. They can benefit from being close to each other. For example, the composition of various high tech products is small components, and therefore, it is necessary for firms to be based close to the manufacturers of these components.

4. Define and explain Economic Signaling

Economic signaling is whereby one party pass some information to another. For example, in Spence’s job-market signaling model, a signal is sent to the employer by possible employees about their ability levels via the acquisition of credentials. The employer believes that there is a relationship between good credentials and performance at work. Therefore, an employer uses that to gauge the ability of potential workers.

Define and explain the adverse selection

Adverse selection is a state where asymmetric information impacts the market contribution. It explains a situation whereby either the sellers have information, which buyers do not have, or the buyers have information, which the sellers do not have in matters quality of the product. For example, the executives of a firm may issue shares with the knowledge that the prices of shares are overvalued when compared to the real value. In this case, buyers may lose money, buying the overvalued shares. Therefore, the sellers had information, which the buyers did not have. Hence, traders with more knowledge about a product's quality selectively participate in trades that will be beneficial to them, which is unfair to the party without the information. On the other hand, buyers may have more information concerning the benefits that they get from a product or service. For instance, in a buffet at a restaurant with one set price, customers with high appetite may benefit more since they are the only ones with the knowledge and will more likely go to take the buffets.

Define and explain complex buying behavior

It includes the activities, which are related to the purchase, use, and disposal of goods and services, and consists of the mental, emotional and behavioral responses of the clients preceding the activities. Purchasing activities include the purchase of products or services including the activities that lead to the purchase decision like information search and evaluation of what the consumer wants. Use of the product or service acquired includes the experience of the consumer while using the product or service. Disposal involves the disposal of the products after use. After the three activities, the behavior is what is known as the complex buying behavior including the emotions, and the observable responses.

Define and explain AIO dimensions of consumer behavior

AIO refers to an individual’s characteristics, which are used by market researchers to come up with the psychographic profile of an individual. A person’s AIO is typically known by the researchers, via their responses to questions. These principles are normally employed by experts in advertising to assist in focusing a firm's promotional and marketing efforts towards its target audience. An AIO survey involves a researcher asking consumers’ questions to understand their degree of agreement or disagreement concerning their preferences, lifestyle among others. Activities include the routine and hobbies of a consumer; their interests are what they are passionate about. Their opinions involve what they think about a specific product or service.

5. Name and Explain the four Ps in the marketing mix

Marketing mix involves putting the right product in the marketplace, at the right price and time. Therefore, for there to be a correct marketing mix, there has to be a perfect combination of all these aspects. The four P's in marketing mix include product, price, promotion, and place. A product is an item, which satisfies the requirements of the consumers and may be tangible or intangible in case they are services. Therefore, there must be the right product that will satisfy the market requirements. Price is the sum paid by a customer for a particular product and also include the psychological costs such as time and effort. For a product to be successful in the market, the price strategy, tactics and setting must be well thought out. The place is either the physical location of a business or the channels of distribution for a product to meet the consumers. Therefore, it is the direct or indirect product conduits to the market. Promotion explains the marketing communication that is used to convey the message to potential clients of a product and influence them to try a particular product. It includes advertising, direct selling, and sales promotion.

Just in time inventory management

Just in time refers to an inventory method, which firms use for increasing efficiency and waste reduction via receiving of raw materials only when they are required in the process of production. The technique improves efficiency in that there is no excess stock at a company and raw materials come in when the others have been exhausted. The method reduces the costs of storing the goods. In this case, produces must accurately predict demand so that they do not lack raw materials when they need them. The method helps in reducing the costs of production.

6. Write short essays on the following four topics

a) Logistics Alliances

Logistics alliances refer to a team of experts in trading, working collaboratively to assist firms to successfully manage and deliver their products. Companies can choose either to hire a logistics group to perform the above duties or join logistic alliance groups for empowering the alliance group to provide assistance, create supply chains and offer business advice for the organization. The main aim for the alliances is normally to reduce the costs and improve service delivery to the clients.

b) Horizontal marketing system

The horizontal marketing system is a distribution channel arrangement in which two or more firms that are in the same level collaborate for purposes of marketing to exploit a new opportunity that has arisen in the market. For instance, two wholesalers can collaborate to serve a given locality at a given time in a calendar year when the demand is high. For example, during festive seasons, most families buy gifts for their loved ones, two companies making gifts may exploit this opportunity.

c) Baby boomers

Baby boomer is a phrase describing a person born between 1946 and 1964. A significant portion of the population of the world is comprised of this generation, particularly, in the developed countries. For example, 20% of the population of Americans is made up of this generation. They, therefore, contribute significantly to the economies where their percentage is high and when companies do their marketing campaigns, they should focus on these groups.

d) Entrepreneur Marketing

Entrepreneur marketing refers to that which utilizes new and unorthodox marketing techniques that assist the emerging firms to gain some mileage in a crowded field in the industry. Therefore, it is more about a marketing spirit differentiating itself from the essential marketing principles. That is because the fundamental principles are designed for the large and well-established organizations.

7. Write short essays on the following topics

a) Business cycle as a determinant of consumer behavior

The business cycle is the normal rise and fall of economic growth, which occurs over a period. It is a useful determinant of consumer behavior since it helps them make better financial decisions in addition to helping in analyzing the economy. There are four phases of a business cycle, namely expansion, peak, contraction and trough. During expansion, the economy is doing well and consumers buy more as compared to when the cycle is contracting.

b) Complementary co-branding

It is a strategy in marketing involving strategic alliances of different brand names that are used collaboratively on a single product or service. Herein, two firms form an alliance to work collaboratively, thereby creating marketing synergy.

c) Life cycle theory of Consumption

This theory attempts to explain a person's patterns of consumption. It explains that people plan their consumption and saving behaviors based on their life cycle. The intention is to even out their consumption in the best likely way over their lifetimes. That involves accumulation when earning and not saving after they retire. The assumption, in this case, is that all the people want to maintain stable lifestyles.

d) Brand Positioning

Brand positioning is the place in which a brand occupies in the customer's mind and its distinguishable characteristics from those of the competitors. Companies must, therefore, ensure that their products have distinguishable features so that they can have a competitive advantage over their competitors. When a brand has achieved a strong position, competitors may find it hard to reposition it.
