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THE MISSING THEORY OF BRANDING:  
PRICE-DEMAND CURVE AND “VALUE OF PRICE” 

Price-demand diagrams, a classic feature of Economy, is well-nigh im-
possible to apply to branded products. Partly because the product and its value 
are perceived differently by a change in price, partly because the market value 
is limited to the audience – defined by its knowledge of and attitude to both 
metaproduct and brand. That both price and value are measured in the same, 
monetary, unit provides interesting opportunities, though. 

The definition of (economic) value, "the amount of any commodity for 
which a given object is replaceable," meaning in a transaction that the deal can 
be closed when the two actors agree on the value. When the price is set by the 
seller, which it normally is, the buyer is the one who decides on the value. That 
both price and value are measured in the same, monetary, unit provides inter-
esting opportunities, though. 

It should go without saying: outside of the audience people are unaware 
of both the brand and the product, and cannot, consequently, value any meta-
product, typical of effectively branded products. If we chose to show the audi-
ence by a distribution, e.g. a normal distribution, we may design an interesting 
model for the discussion of consequences of change of the independent param-
eters. 

 The price-value hypothesis for branded products offers, in addition to the 
transaction equation, an interesting opportunity to analyse how the relation-
ship between price and value evolves according to changes in the design of the 
product offer supplied and the buyers’ valuation of this. 

An important factor of marketing (which deals with branded products 
only) is the value of price, meaning that a higher price increases the impression of 
quality of the offer and, most important, generally adds to the social identity of 
the buyer or user. 

 
The Price-Value model. The distribution represents the limited, Evalu-

ating Audience. Virtual buyers are those that in this moment value the product 
at least equal to its price. Buyers and potential buyers migrate within the distri-
bution like molecules in a liquid. (© C. E. Linn 1990) 
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The dynamics of the evaluating audience 
Changes a parameter in the price-value model will cause reactions in the 

other parameters. And, most importantly, a change in quantity and revenue 
from the products sold. 

This implies a series of typical cases of parameter changes with resulting 
changes in other parameters. The hypothesis of the evaluating audience dis-
plays a set of models graphically demonstrating and defining eleven cases of 
the consequences of changed value, price, size of population, and supply in the 
interaction between supplier and audience.  

The models may be used as a basis for systematic analyses of supplier 
strategies and tactics as well as changes in buyer behaviour and values.  

The interrelation between the two actors – between the buyer collective’s 
awareness and valuation of the product offer, and the supplier's market orient-
ed efforts – is demonstrated. The prerequisites of this crucial concept are the 
application of the two-sided product description and the notion of the meta-
product.  

The prerequisites  
In its present form, the Price-Value model should be seen as a thought-

provoking hypothesis, meant as a tool for education, analysis, and discussion. It 
offers a scope for further research, with the apparent possibility for the analysis 
of specific price/demand curves for branded products.  

The correct understanding of the Evaluating Audience model demands 
that the following conditions are observed: 

• The make-up of the Group – represented by the area of the distribution – 
is limited to individuals aware of the product/brand, thus carrying a 
perceived value of the product as a basis for their decision on buying or 
not.  

• "Buyers" are individuals actually buying the product – not just uncom-
mittedly telling that they judge the product to be worth the price asked. 
The decision to buy is the proof that an individual estimates the product 
to offer value for (his) money at his particular state of need. The share of 
buyers relative to non-buyers may thus, statistically, be fairly stable from 
day to day for mass marketed products, while the actual buyers are in-
cessantly changing their position between buying and non-buying.  

The eleven dynamic modes of the evaluating audience  
This comprehensive list of eleven Evaluating Audience modes assumes 

in the first place that the interest of the supplier is to increase his sales volume.  
1. Expansion 
2. Erosion 
3. Price Increase 
4. Price Reduction 
5. Revaluation 
6. Devaluation 
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7. Regression 
8. Upgrading 
9. Overpricing 
10. Compensation 
11. Limited Supply 

 

 
1. EXPANSION. The metavalue of a branded product is, by definition, 

non-existent outside of its Evaluating Audience. To increase the scope for sales, 
awareness of the product/brand may have to be increased by marketing com-
munication thus expanding the audience.  

 
2. EROSION. A decrease in awareness may be caused by an insufficient 

intensity of market communication, but also by competitors conquering a share 
of mind from our product offer. 
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3. PRICE INCREASE. At a perfectly stable metavalue a price increase 

would reduce the number of buyers. This is a purely intellectual case, as the 
value of price is neglected. 

 
4. PRICE REDUCTION. At a perfectly stable metavalue a price reduction 

would result in an outright increase in sales. In practice, this is generally re-
stricted to temporary activities. The more realistic consequences of a permanent 
price reduction, subject of the value of price, are dealt with under Regression.  
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5. VITALIZATION. An increase in metavalue (buyer perceived value) at 
an unchanged price level is a common target for marketing communication. 
Consequently, this is the illustration of a successful communication campaign 
aimed at the enhancement of the product/brand. 

 
6. DEVALUATION. Buyers are often lost due to a depreciation of the 

product's Metavalue (i.e., a reduction of the level of the buyers' valuation of the 
Product). This could be due to many factors, e.g., increased competition, an ag-
ing product, reduced product quality, reduced quality of customer service, or 
ineffective or even destructive marketing communication.  
 

  
7. REGRESSION. Regression is often the result of excessive price com-

petition. Sales may be constant, or even increase, but net revenue negative. Re-
gression may be seen as the result of a negative value of price. 
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8. UPGRADING. Upgrading is a more frequent phenomenon than 

commonly realized. Every product undergoing a price increase, but still man-
aging to maintain sales levels, is in fact going through an Upgrading operation. 
An obvious Upgrading is characterized by a noticeable price increase, employ-
ing the value of price, connected with targeted marketing activities. The obvious 
risk of Upgrading is Overpricing. 

 
9. OVERPRICING. The potentially fatal consequences of Overpricing 

will be clearly understood by this diagram. As the value of price is overrated, 
buyers lose confidence in the offer, and social identity is suffering. The impact 
on the product's metavalue may be disastrous, as Overpricing makes every mi-
nor flaw of quality quite noticeable.  
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10. COMPENSATION. The opposite of Overpricing. A price reduction 

alone will only in exceptional cases save a product from the disaster of Over-
pricing. Heavy marketing communication will be needed, but mostly, only a 
product re-formulation or re-specification will do the work.  
 

  
11. LIMITED SUPPLY. All other cases of the Evaluating Audience 

demonstrate the consequences in situations of more or less abundant supply. In 
this case the limited supply of products will be sold only to the individuals that 
want them the most. In practice this happens when potential buyers metaphor-
ically or actually line up for buying. The choice of the supplier is either keeping 
the buyers waiting, or raising the price. Limited Supply could thus be seen as 
the sign of too low a price. Raising the price will, however, always invoke the 
risk of Overpricing, as the metavalue of the product has partly been based on 
the added cost of waiting for it.  
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SUMMARY OF TRANSITIONS – constant size of the audience 

 

ANY PRICE-DEMAND CURVE OF BRANDED PRODUCTS? 
 
As may have become obvious from this discussion, there are no pro-

spects of any continuous price-demand curve for true branded products. In 
very narrow intervals, though, it may be possible to draw one. This curve 
would then have the shape of the integral of the distribution, which, naturally, 
is of quite a limited interest. 

The value of price – as displayed by the Camel Hypothesis 
It is a well-known fact that price itself affects the value of a product, dif-

ferentiating it like any other of its properties. Exposing oneself with expensive 
clothes, watches, cars, etc., offers an addition to anyone’s social identity (Up-
grading). The snag is, however, that the value of price is not linear in its character.  

Starting from the centre, the mainstream price level, being non-
differentiating, makes no contribution to the social identity (status) of the buy-
er. A moderate rise to the premium price level, however, means an evident dif-
ference. Further up the luxury level may have the desired effect in some circles, 
but merely means an obvious risk for the buyer/user of being regarded as os-
tentatious (Overpricing).  

A reduction from mainstream may mean two alternatives – either the 
buyer will lose social identity for buying cheaply (Regression), or gain it from 
buying wisely (Compensation). If marketing efforts are aimed at giving the buyer 
the self-confidence of buying wisely, the offer will move to the smart buy hump. 
Further reduction, though, to the lowest price level, basic, would make Regres-
sion inevitable. 
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The “Camel Hypothesis”. (© C. E. Linn 1990) 


